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EUROPE ENERGY

MATTEO BALLARIN
Chairman & CEO Europe Energy Holding Group Srl

Dear Shareholders,
the financial year that just ended was a further period of profound transformation and big challenges
for the Europe Energy Group.
As you know, on October 17, 2014 the Group officially terminated the agreement for the sale of Europe Energy S.p.A. to Gascom S.p.A. (now Gascom
S.r.l. in liquidation) and, at the same time, it signed
the business lease agreement with an irrevocable
purchase offer with Gascom.
According to this agreement, starting from November 1, 2014, after seven years of history devoted
solely to trading, the Group ventured into the sale of
electricity and gas to end consumers.
This new entry has been neither painless nor by the
back door. From one day to the other, the number
of Group employees quadrupled and we went from
a few hundred counterparts to doing business with
more than 30,000 customers.
The problem of credit and quality of commercial collection permeated all areas of Europe Energy Gas &
Power S.p.A. (wholly owned subsidiary that leased
the retail business) and our management invested
much effort into consolidating the business.
After a year of hard work, we can say that the cleanup activity was profound, all procedures have been
revised and made more effective, and the procedures to follow for sales and trade have been reset
to be based on healthy and solid foundations on
which to start building the future.
Over the past two years, this change in DNA was
management’s daily challenge. A challenge to understand the new dynamics of this market and fin
the most efficient way to change and adapt to the
new reality.
Amidst all this, the Group did not fail to produce satisfactory economic results. The consolidated profit
before taxes of the Europe Energy Group was Euro
1,721 thousand against a turnover of Euro 444,094
thousand.
The dynamics that led to the significant reduction
in revenue have already been explained to you and
to the financial community and we ought to point
out that they can be attributed mainly both to the
change in the cost of raw materials and to new
operational dynamics, as well as the entry into the
market of end customers.
Traditional trading activity, the historical core business of Europe Energy S.p.A., has partly suffered of
the management’s efforts to relaunch the new business branch, and has been subject to a change of
philosophy and methodology of work with greater
use of clearing platforms to account for energy
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transactions (thus eliminating counterparty risk and
reducing the turnover) and a big focus on short term
business.
This financial year has also seen our debut in the
natural gas market with the end of the accreditation
process with all major European hubs and the first
physical and financial sales.
It is with great satisfaction that we can say that the
volumes traded already exceed 300,000,000 cubic
meters.
The activity in the Balkans, developed through LE
Trading AS, displayed a further increase in the last
financial year, and we can say that 2016 was the
year of the Group’s consecration as one of the major players in the area.
From January 1, 2017, we also started the sale of
electricity to end customers in Slovenia (through Energia Power & Gas Slovenia) and signed an agreement for the purchase of 100% of E-nergia Power
& Gas Serbia and E-nergia Power & Gas Croatia,
companies involved in the sale to end customers in
their respective countries.
A brief mention ought to go to the support that the
banking system has given to our business over the
past year. The end-customer market is significantly
more expensive in terms of credit lines compared to
the trading activity.
For this reason, we would need the financial market
to provide us more support.
Unfortunately, the corporate events that have involved the Group on the one hand and on the other, the state of health of the banking system, have
meant that this support from our point of view is not
always adequate.
We believe and hope that the numbers in this balance sheet, along with the approval of the agree-

ment with Gascom S.r.l. in liquidation, will give new
impetus to our relations with banking institutions, in
order to put us in a position to make the most of
our work.
In the last year, and also for all the new initiatives,
the working philosophy that accompanies us on a
daily basis has remained unchanged compared to
what has always set us apart, and rests on a search
for zero risk on the credit side and on a precise control on the expected profit margins.
Thanks to this approach, for the ninth year in a
row the Europe Energy Holding Group closes with
a profit and confirms its status as one of the most
active operators of the Italian and European energy
market.
Allow me to thank my fellow members of the Board
of Directors of Europe Energy S.p.A. Eugenio Colla
and Stefano Querci and Mr. Svetislav Bulatovic,
Managing Director of EL Trading AS.
I further ought to thank all the management and all
of the approximately 80 people at our various offices in Europe who daily work with us in order to
achieve the desired results.
			

The Sole Director
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These are the second consolidated financial statements drafted by the Europe Energy Holding Group
and have been prepared by the parent company
Europe Energy Holding S.r.l. (formerly Light Energy S.r.l.), assuming the date of September 6, 2012
as the date in which Europe Energy Holding S.r.l.
(formerly Light Energy S.r.l.) “officially” took over
control of the sub-group Europe Energy S.p.A.

ments.

The Group controls two operating companies in
particular, Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A., which, starting from this
year and because entitled to do so, have decided
to apply the international accounting standards
(IFRS) when drafting the financial statements.
Please note also that the Group owns a stake in
LE Trading A.S., an operating company located in
the Balkans and which in turn has branch office
in several countries of the area.

The parent company Europe Energy Holding S.r.l.
was established on May 6, 2009 and is now in its
8th financial yea .
We here want to recall that on June 3, 2014, the
Parent company had completed the sale of 80% of
the share capital of the subsidiary Europe Energy
S.p.A. to Gascom S.p.A. of Padua (except for its
overseas business) for a price of Euro 15 million.
The agreement also provided the right for the seller
to divest the remaining 20% stake of the subsidiary
Europe Energy S.p.A. within three years from the
signing of the contract for an amount not lower than
Euro 3.75 million.
However, on October 17, 2014 as a result of the
events that in the meantime affected Gascom
S.p.A., leading to a situation of economic, financial
and capital distress that such as to making it incapable of fulfilling the obligations assumed, the Parties agreed to terminate the purchase agreement
of the shares (with retroactive effect), resulting in a
refund of the first instalment of the price (5 million
Euros) already received by the parent company. All
of which along with other agreements resulting from
the notarial deed drawn up by Mr. Gottardo, Notary
with office in Padua, and filed in Register no. 56.754
and Folder no. 17.409. Please refer to the section
“Corporate structure” for more details.
As you know, historically the Group Europe Energy
Holding’s business mainly involves wholesale energy trading in several European markets. Over the
course of 2014, following the “Gascom” operation,
the Group also ventured into retail sales of Energy
and Gas through its subsidiary
Europe Energy Gas & Power S.p.A.

The application of the international accounting
standards was positively received by the Group’s
subsidiaries, as we believe that on a whole, the
standards help provide an even better understanding of the performance of the Group and its
companies to the recipients of the financial statements, especially insofar as concerns the line of
business in which the Group operates.
In fact, the transitioning of the financial reporting
of Europe Energy Holding S.r.l. to the international
accounting standards does not create any substantial difference in light of the Company’s nature
of a static holding. In contrast, if the consolidated
financial statements were drafted in accordance
with the Italian accounting standards (ITA GAAP),
the translation of the financial statements of subsidiaries Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A. in accordance with those
standards could possibly provide a representation
of the consolidated accounts that would be inconsistent with those resulting from the
subsidiaries’ separate financial statements.
For this reason, the financial statements have
been drafted in accordance with the international
accounting standards, even though the parent
company has prepared the balance sheet by applying the Italian accounting standards, as usual.
For more information about the effects of the decision to apply the international accounting standards to these financial statements, please refer
to the Notes to the consolidated financial state-

The image in the following page shows the companies that make up the Europe Energy Holding
Group as of today:

During 2015, a trading desk was created to handle
the wholesale of natural gas on the main European
hubs. Already in December 2016 the Group completed its first financial trading transactions involving
this commodity, while since January 2015, we began our first gas deliveries to clients. The Group has
completed the accreditation process for the physical trading of gas in Italy and at the power exchange
points of Baumgarten (Austria), TTF (Holland) and
Zeebrugge (Belgium).
The wholesale Energy trading continued to develop
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in Europe thanks also to the growth of subsidiary
LE Trading A.S. The geographical coverage of the
market now goes from Great Britain to Turkey and
from Spain to Ukraine.
To date, the Group therefore represents one of the
most well-distributed and developed logistic platforms in Europe.
As a result, instead of the so-called Brexit, the
Group decided to abandon the project to study

trading strategies (market intelligence) which represented the core business of the subsidiary Europe
Energy UK based in London, and, after the closing
of this financial year, we have proceeded with the
sale of the company.
The image below shows the Company’s presence
on the various European markets:
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On March 16, 2017, Cerved Rating Agency S.p.A.
confirmed the rating B 1.1 (investment) previously assigned on 21 March 2014 to Europe Energy S.p.A.. Cerved Rating Agency S.p.A. is registered as a European rating agency (Credit Rating
Agency, CRA), pursuant to Regulation (EC) No.
1060/2009 as amended, and is supervised by
ESMA. Cerved is also recognised as an External

Credit Assessment Institution (ECAI) under EU
Regulation No. 575/2013 of the European Parliament. The attribution of the rating entails significant
benefits when it comes to reducing the amount
of bank guarantees required by counterparties.

GROUP PROFILE AND CORPORATE STRUCTURE

C O R P O R AT E S T R U C T U R E
TThe share capital of the Parent company Europe
Energy Holding S.r.l. is divided into 1,908,730
shares with a nominal value of 1 Euro each held to
date by:
- no.1,710,715 shares (89.63% of the share
capital): Mr. Matteo Ballrin;
- no.190,873 shares (10.00%): Mr. Eugenio
Colla;
- no. 7,142 shares (0.37%): BB Holding S.r.l..
The corporate structure has not changed in the accounting period under discussion.
Please note that on June 3, 2014, Light Energy S.r.l.
transferred 80% of the share capital of Europe Energy S.p.A. to Gascom S.p.A. (later Gascom S.r.l.
in liquidation and settlement with creditors) by endorsement of its stock certificates. The agreement
was terminated retroactively on October 17, 2014
(deed drafted by Notary Giorgio Gottardo in Padua,
Reg. no. 56.754, Folder no. 17.409) with simultaneous return of shares to Light Energy S.r.l. (now
Europe Energy Holding S.r.l.).
Other agreed terms in the deed in question include:
- effectiveness of the deed is subject to failure on
the part of Gascom to reach a settlement with creditors;
- no termination in the event that Gascom returns to
good credit standing, even without filing for bankruptcy;
- if the verbal agreement is not approved and the
stake were to retrocede to Gascom, all the financial effects linked with the stake will remain
anyway for the benefit of Europe Energy Holding
S.r.l.;
- Europe Energy Holding S.r.l. has returned the first
and only installment of the price paid by Gascom
delivering into the hands of Notary Giorgio Gottardo
the amount of 5 million Euros. The trust mandate
conferred jointly by Light Energy (now Europe Energy Holding S.r.l.) and Gascom calls for a refund
of the amount paid to Europe Energy Holding S.r.l.
in case of failure to reach a settlement by Gascom;
- under the suspensive condition of the settlement’s approval, Light Energy (now Europe Energy Holding S.r.l.) and Matteo Ballarin agreed to
discontinue the law-suit against Gascom filed with
the Court of Milan to obtain inter alia, compensation for all damages suffered and future, including damages and lost profits, in reference to the
loss of value of the investment. Please note that
this decision was made on October 9, 2014 and
therefore before the company’s liquidation and
Gascom’s request for a settlement with creditors;

On May 19, 2015, Gascom S.r.l. in liquidation
filed the plan under art. 161 of the Bankruptcy
Law
- by Decree dated October 1, 2015 and filed on
October 2, 2015, the Court of Padua – Bankruptcy Section admitted Gascom to the settlement,
Court’s Receiver to Mrs. Caterina Zambotto and
appointing Mr. Riccardo Bonivento as Official Receiver;
- The creditors’ meeting was scheduled to discuss the
settlement proposal and express a vote on January
12, 2016;
- On December 22, 2015 the Court-appointed Receiver asked the Judge to extend the deadline by 20
days in order for it to draft the report pursuant to art.
172 of the Bankruptcy Law, seeing that there were
ongoing inquiries and reconciliations by the Official
Receiver with the Inland Revenue, the 41 territorial
offices of the Customs Agency and the collection
agencies;
- On 23.12.2015, the delegated Judge, agreeing with the reasons outlined by the Official Receiver, ordered to postpone the creditors’ meeting
of creditor’s meeting of Gascom S.r.l. in liquidation to 03.02.2016, authorising the extension for
filing the report under art. 172 of the Bankruptcy
Law;
- On January 23, 2016, the Official Receiver filed
the report pursuant to art. 172 of the Bankruptcy
Law, stating that, “...If the assumptions of liquidation were verified, the settlement with creditors
would be able to satisfy, in addition to creditors
for pre-deductible debts, 100% of secured creditors, as well as 16.18% of unsecured creditors. If,
instead, the Receiver should make any unfavourable assumptions, payment forecasts for unsecured
creditors would drop to a percentage of 13.12%
...”;
- on February 3, 2016, the creditors of Gascom S.r.l.
in liquidation met in accordance with the procedures
set out in the old formulation of art. 178 of the Bankruptcy Law. During the meeting, a number of creditors representing 20% of the credits expressed their
vote, contrary to the majority of voters (15% of admitted claims);
- However, within twenty days after the end of the
meeting, only a very small number of creditors exercised the right to express their dissent by letter
mail. Therefore, as notified by the Official Receiver
on February 25, 2016, according to the text of art.
178 of the Bankruptcy Law introduced by DecreeLaw No. 83 dated June 22, 2012 and in force pro
tempore, the proposed settlement covered the majority of credits allowed (85%), with all the creditors
who had not expressed their opposing vote during
the creditors’ meeting or their dissent within the
following twenty days being considered as in favour;
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- on May 26, 2016, a hearing was held at the Court
of Padua with the majorities required by law to approve the settlement proposed by Gascom S.r.l. in
liquidation, pursuant to art. 180 of the Bankruptcy
Law. Gascom S.r.l. in liquidation filed an appearance at the hearing, asking the Court to approve
the settlement; there were no objections as provided by law and the Receiver issued an opinion in
favour of approval;
- on July 1, 2016, the Decree for the approval of the
verbal agreement was filed with the Court of Padua, which also appointed the creditors’ Committee formed by Unicredit S.p.A., AcegasApmAmga
S.p.A. and Cognolo Energy S.r.l. (company in
which the undersigned is its legal representative);
- on November 23, 2016, the condition referred
to in the irrevocable mandate of approval of the
arrangement with creditors of Gascom S.r.l. in liquidation applying, the Notary Giorgio Gottardo arranged to return Euro 5 million previously paid-out
by Europe Energy Holding S.r.l. for the first instalment of the price mentioned above to Gascom;
- talks are also underway with the liquidators for
the possible early acquisition, as provided in the
lease and irrevocable proposal, of the company

owned by Gascom S.r.l. in liquidation.
No changes have occurred in the corporate management system, which continues to be “traditional”
for all Group companies. The Board of Directors of
the Parent company has only one member (Mr. Matteo Ballarin), while the Board of subsidiary Europe
Energy S.p.A. consists of three members (Mr. Matteo Ballarin, Chairman and Managing Director, Mr.
Stefano Querci, Managing Director and Mr. Eugenio
Colla, Managing Director). The Board of Directors
of Europe Energy Gas & Power S.p.A. consists of
two members (Mr. Matteo Ballarin, Chairman and
Managing Director, and Mr. Eugenio Colla, Managing Director).
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The Group achieved a profit before taxes of Euro
1,721 thousand (Euro 5,470 thousand in the previous financial year), while the net profit for the year
amounted to Euro 1,342 thousand (Euro 3,276
thousand in the previous year). The EBITDA (which is
determined as the difference between the production
value and the cost of production net of amortisation,
depreciation and other provisions, amounts to Euro
2,075 thousand (Euro 6,705 thousand in the previous
year). Total revenue amounted to Euro 444,094
thousand (Euro 963,827 thousand in the previous
year).
It is with great satisfaction that we wish to stress that,
despite the difficulties due to the market conditions
and the different corporate structures, the fiscal year
that just ended was the ninth consecutive fiscal year
that the Group has achieved a profit.
The fiscal year that just ended saw the Group pursue
a growth path that is focused on achieving leadership
status in the short-term trading (intended as supplies
ranging from intraday to a month of delivery) on all
major European markets.
These markets, as pointed out several times, have
in the knowledge of the physical balance of the grids
and in the technical knowledge their peculiarities, relegating speculative elements typical of other energy
markets such as the oil market to a very limited role.
The Company’s business in the gas market experienced a first boost, if we consider that in the financial
year under review there are already more than 5 TWh
traded on different markets in the first year of operation at full capacity.
To date, the Group operates on all major continental
market platforms, whether they be official Power Exchange points or OTC brokerage platforms.
We also invested towards a greater institutional presence and the result is that the undersigned is now
one of the Council members of the European Energy
Exchange and of the Hungarian Power Exchange,
and also a member of the Energy Committee of Assolombarda.
Mrs. Loredana Pasqualini, counsel of subsidiary Europe Energy S.p.A., is among the most esteemed
representatives in EFET (European Federation of Energy Traders) and responsible for some task forces
within the Association, and coordinator of activities in
the electricity industry of AIGET (Italian Association of
Wholesalers and Traders).
By signing the lease agreement and irrevocable
promise of purchase of the business owned by Gascom S.r.l. in liquidation by subsidiary Europe Energy
Gas & Power S.p.A., the Group has extended its
business also to direct sales of electricity and natural gas to end customers starting from November

1, 2014. This activity in essence complements the
supply chain for the sale of electricity and will result
in the Group accessing also the natural gas market,
increasing diversification of the Group’s business with
strong integration and ability to create efficiencies
The leased company consisted, on the effective date
of the agreement, primarily of 29 thousand of Point
Of Deliveries (electricity) and 14 thousand contracts
for the supply of natural gas (PDR) for an estimated
volume respectively of 340 GWh and 50 ksmc.
The essential details of the lease agreement and irrevocable promise of purchase are:
- Contractual term: from November 1, 2014 to February 28, 2019.
- Monthly lease fee: Euro 77,000 plus VAT.
- Price for sale of the company at the end of the lease:
Euro 6 million – as fixed sum – in addition to Euro 2
million – as variable sum – upon the occurrence of
certain conditions relating to the leased company’s
profitability and number of points of delivery (POD
and PDR);
- Guarantees given by the Group: Parent Company
Guarantee issued by Europe Energy S.p.A. in favour
of Europe Energy & Gas Power S.p.A. for Euro 12
million to guarantee all the financial obligations assumed by the lessee and bank guarantee of Euro 1
million as guarantee of payment of the lease fees;
- The company will be purchased at the end of the
lease, or even in advance, but in this case the price
will be increased by the number of lease fees not yet
accrued.
Please note that lessee Europe Energy & Gas Power
S.p.A. took over the leased company’s business relations only insofar as concerns the legal transactions
identified within the lease ag eement.
More specifically, the agreement explicitly excludes
debts and credits relating to the supply of electricity
and natural gas incurred by the former management
before November 1, 2014. The lessee Europe Energy
Gas & Power S.p.A. took over only the debts pertaining to the leased company’s employees, in accordance with applicable legislation. In that regard, please
note that the Group decided to transfer almost the
entire workforce of the leased company which, as
of November 1, 2014, consisted in 58 employees, 5
temporary workers and 1 intern, a decision that contributed to protecting their jobs. The Company opted
not to confirm the former General Manager and Finance Manager of the leased company.
The acquisition of the retail business of electricity and
natural gas was considered positive for the following
reasons:
- vertical integration of the supply chain enables the
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group to become a full-scale energy market operator;
- the possibility of:
• gaining direct access to a market segment
that has much higher profit margins per unit than
wholesale trading of electricity;
• making deliveries to customers that are big
consumers who otherwise would have turned to big
players in the market for their energy needs;
• acquiring skills with reference to the natural
gas market, a commodity previously not marketed by
the group, which in today’s market has higher profi
margins per unit than that of electricity, especially
with reference to the retail market.
- continued pursuit of business allows to prevent the
depletion of the value of the contracts for the sale of
electricity and natural gas and is beneficial to a positive outcome of the insolvency proceedings that involve Gascom S.r.l. in liquidation;
- social role of maintaining several jobs.
During the financial year reviewed, besides the usual
trading business, the Group did everything possible
to ensure smooth business for the leased business.
From a financial point of view, we owe this to the
guarantees issued by Europe Energy S.p.A. worth
Euro 12 million for the lease agreement and Euro
22 million (Euro 15 million in the previous year) for
the purchase of electricity, natural gas and the provision of credit lines in favour of Europe Energy Gas &
Power S.p.A..
From an operating standpoint, with the implementation of the subsidiary’s corporate strategy, directly
borrowed from Europe Energy S.p.A. and therefore
focused mainly on sound risk management of the retail portfolio.
In fact, the goal was to transfer the two cornerstones
that have always distinguished the history of Europe
Energy to the leased company:
- key focus on credit risk management;
- close profit margin monitoring
As such, the Company began by re-focusing and
streamlining internal procedures and sales processes
that, though costly and requiring considerable time
to implement, is already reaping results. All this lead
to lower sales volumes and the number of contracts
in the portfolio due to the unwillingness to supply
end customers who do not possess the appropriate
credit rating and adequate profit margins
On the closing date of this year, the leased company
has 16 thousand contracts for the supply of electricity (POD) and 9 thousand contracts for the supply
of natural gas (PDR) for an estimated volume respectively of 241 GWh and 23 ksmc. The decrease
in number of contracts and sales volumes, which is

assumed will be only temporary, has allowed for a
more efficient financial management of the leased
business, maintaining consistent profit margins that
are deemed satisfactory at this stage of the restructuring process.
With regard to the corporate governance of subsidiary Europe Energy Gas & Power S.p.A., the first step
to achieve the objectives set out above was to hire a
trusted manager to oversee operations. More specificall , a risk manager was hired to work for Europe
Energy Gas & Power S.p.A., Mr. Alessandro Demo
(formerly Legal & Credit manager for businesses operating in the retail sale of electricity and natural gas).
In addition to these steps, the new management received support from administration and the legal &
compliance office of Europe Energy S.p.A..
As of March 2015, Europe Energy Gas & Power
S.p.A. signed a specific credit insurance policy with
Coface SA for its customers of the business segment. This operation, besides lowering the risk on
current customers, provided more risk assessment
tools that drive pre-sales activities in order to minimise counterparty risk. The policy in question, following its positive application to internal processes, was
renewed for a further two years with the new maturity
scheduled for February 28, 2018.
The leased business is managed directly by Europe
Energy S.p.A.. insofar as concerns the sourcing of
energy and natural gas and portfolio/risk management, in addition to corporate finance. The corporate structure transferred with the leased business,
instead, focuses on developing sales (inbound and
outbound), customer care, marketing, billing, ICT and
back office.
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The Group’s international vocation remains unchanged, with electricity sales of 10 TWh (17 TWh in the
previous year) to 67 counterparts (62 in the previous year) broken down by geographical area as shown in
the following chart:

Gas trading instead amounted to about 4 TWh to 34 counterparts, with the breakdown of these sales by
major European hubs shown in the following chart:
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The Group closed the fiscal year reviewed herein with a profit of Euro 1,318 thousand (Euro 3,288 thousand
in the previous financial year) after having allocated Euro 564 thousand for IRES (Corporate Income Tax)
(Euro 1,165 thousand in the previous year) and Euro 162 thousand for IRAP (Regional Income Tax) (Euro
322 thousand in the previous financial year) and net deferred taxes for Euro -362 thousand (Euro 712 thousand in the previous year).
The operating profit is shown below (along with the percentage of individual items weighing on the Gross
Margin):

Raw materials, supplies, goods
Payroll costs

Amortisation, depreciation and other provisions

NET PROFIT FOR THE YEAR
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The lower revenue of subsidiaries in the accounting
period reviewed was widely expected and is aptly
represented in the Group’s business plan. More
specificall , we want to emphasise the elements
that have any effect on operations during the period
considered:
1. corporate events that took place in 2014 and the
state of insolvency of Gascom S.r.l. in liquidation;
2. the widely anticipated and planned regulatory
changes regarding energy imports that involved a
significant eduction of volumes in such operation;
3. the beginning of sales to end customers that, as
expected, turns out to be more costly in terms of
financial commitment, both as regards bank guarantees and funding requests of working capital;
4. the problems within the Italian credit system and
the wait-and-see attitude towards the new line of
business on end customers before granting the
necessary financial support to corporate business.
The unit margin has nonetheless increased insofar
as pertains to the trading of energy and natural gas
(gross margin), thanks to a greater focus on the retail business.
The gross margin amounted to Euro 14,338
thousand (Euro 19,412 thousand in the previous year). This value is worth 3.20% of revenues
and increases by 60% compared to the percentage of incidence in the previous year (2.00%).

€/1000

The Group’s EBITDA for the fiscal year is Euro
2,076 thousand (Euro 6,705 thousand in the
pre-vious year). The lower incidence of this
indicator in relation to total revenues is mainly
due to the increase in the incidence of the cost
of services.
Net financial expenses amounted to Euro -255
thou-sand (Euro -1.043 thousand in the previous
year). The impact on total revenues dropped from
0.11% in the previous year to 0.06% in the
current year.
The Group’s performance in the accounting
period is in line with its forecasts, despite
operational and market-related difficulties and
uncertainty regarding the outcome of the
settlement with creditors pro-posed by Gascom
S.r.l. into liquidation. The Company continued to
affirm its strong presence on European markets.
Behind this growth are ongoing efforts to build ties
with leading manufacturers and access to the
main European platforms, allowing us to achieve
satisfactory results, in contrast with the broader
macro-economic framework.
Net debt has dropped by 26% compared to the
pre-vious year (Euro 2,052 thousand) and is
detailed in terms of structure and changes in the
table below:

Balance for period

Balance for period

closing on 30.09.2016 closing on 30.09.2015

variation

Non-current bank liabilitie

0

857

857

Bonds issued

0

0

0

Other non-current financial liabilities

0

0

0

Non-current financial lease liabilitie

189

285

96

Long term debt

189

1,142

953

Cash and cash equivalents

-7,210

-10,405

-3,195

Other current financial assets

-1,892

-1,728

164

0

0

0

14,783

18,917

4,134

Current share of non-current debt

0

0

0

Other non-current financial liabilitie

0

0

0

96

92

-4

Short-term net debt/(liquidity)

5,777

6,875

1,099

NET FINANCIAL DEBT

5,966

8,017

2,052

Current financial receivables

Current bank liabilitie

Current financial lease liabilitie
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Net debt has improved despite the financial cycle of
the group you are increasingly witnessing retail energy market standards that is characterized by the
significant difference between collection times and
payment. The DSO (Days Sales Outstanding) for the
year is equal to 35 days (18 days in the previous
year) while the DPO (Days Purchase Outstanding)
amounted to 29 days (14 days in the previous year).
This difference is mainly due to energy supplies regulated on the European exchange platforms where
the energy is paid and the corresponding sale to
other wholesalers made according to standard
EFET (European Federation of Energy Traders) sales
conditions or to end users who have more extended
billing terms, as is customary on the Italian market.
This fiscal year again saw the need to use part of the
liquidity as guarantee on credit lines to issue sureties in favour of European operators and suppliers
of electricity. In particular, the Italian government’s
creditworthiness has worsened and accordingly, so
as that of the national banking system, which has
continued to have a negative impact on corporate
business. This event, in fact, has had an impact
both on the Group’s business and on its finances.
The downgraded rating in previous years of the
entire Italian banking system, apart from making
it impossible for Italian banks to issue guarantees
with ratings that are acceptable to major network
operators in Europe and the main clearers of the
European energy stock exchanges manifested in
the previous year, also led to a significant number of
institutions having lower ratings than the investment
grade and therefore, no longer usable as issuers,
not even by domestic institutional operators. The

obvious consequence is that even when it comes
to foreign suppliers, it is increasingly difficult to provide bank guarantees issued by Italian banks. This
has resulted in the need for the Group to resort to
foreign banks in order to have such guarantees issued. From an economic point of view, moreover,
deterioration of the conditions on the Italian credit
market have led to increased credit line costs.
Security deposits paid by the Group as guarantee
for electricity and natural gas purchases amounted
to a total of Euro 2,504 thousand (Euro 3,440 thousand in the previous year).
The trend in collecting payments has also suffered from the slower payment terms in the overall economic framework, in spite of closer monitoring of the remittance terms. This situation has
had an impact on the operating profit due to default interest charged to customers for Euro 546
thousand (Euro 973 thousand in previous year).
As regards the cash flows, it is not possible to provide comparative data since the last balance sheet
was the first consolidated one to be prepared by
the Group. The table below shows only the detail
of cash flows for the financial year in question:

Balance for period
Euro/1000
closing on 30.09.2016
Cash and cash equivalents at beginning of year

10,405

Cash flows from operating activities

2,609

Cash flows from investing activities

-722

Cash flow from financing activities
Cash and cash equivalents at end of year

-5,082
7,210

Cash flows from financing activities relate to Euro 96 thousand to the repayment of long-term loans as its
depreciation schedules while the remainder refer to repayment of short-term lines of credit used to advance
on receivables.
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The capital structure is detailed in the statement below in terms of its items and changes:

The Group’s equity covers 62% of the net invested capital (54% in the previous year).
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The economic framework outlined in Bulletin no.
1/2017 published in January by the Bank of Italy reports a slight improvement in the global economy but
also the increase in uncertainty due to the new U.S.
administration and particularly as to what economic
policies it will actually adopt. Adverse effects might result from the adoption and spread of trade restriction
measures and global growth could be slowed by turbulence in emerging economies associated with the
normalisation of U.S. monetary policy.
Financial markets have nonetheless primarily bet on
the success of the expansionary policies promised
by the United States, which have translated into the
increase of returns over the longer term even in advanced enterprises.
With reference to the Euro area, growth is still very
limited although the trend is consolidating. The return
of rising inflation has been evaluated positively by the
markets. The level, however, is deemed insufficient by
the ECB and in order to try to stimulate a growth that
is finally obust in the Euro area, the duration of
Quantitative Easing has been extended until the
end of 2017 with the option of further extending
the programme to buy government bonds.
The recovery of the Italian economy continued moderately. Although there are elements to be moderately optimistic, because economic activity was
stimulated by the restart of investments and by expansion in household spending.
As regards employment in Italy, the number of both
fixed-term and permanent employees has increased.

During the year, however, the wage dynamic of the
private sector has considerably reduced, with substantial contractual wage freeze that has affected
about half of employees.
As for the banking sector, in recent months the expansion of credit to the non-financial private sector continued, with an increase even of loans to
businesses. Growth however remains modest. The
credit quality of Italian banks continues to benefit
from the improved economic situation, recording a
further decrease in the flow of new non-performing
loans.
The Italian Government has authorised funding
for any intervention in support of Italian banks and
banking groups, in the form of asset-building measures or provision of guarantees on newly issued liabilities, up to a maximum of 20 billion euros. In addition to this, we are now approaching the beginning
of the process of aggregation of the Italian banking system. We definitely will have to consider how
those aggregations will impact on the real economy
in terms of availability of credit.
The free fall of the cost of borrowing continues. In
spite of the Italian Government’s efforts to stabilise the credit system, strong pressures continue
to affect the profit margins of banks aided by the
ECB rate levels following the above-mentioned
measures. The graph below shows the trend of the
3-month Euribor interest rate in the current and previous financial year.

ECONOMIC FRAMEWORK

The average value of the Euribor 3 month in the current financial year was -0.21 while in the previous
year it amounted to +0.02 (-1022%).
The projections for the Italian economy updated to
reflect the latest developments indicate that on average GDP in 2016 should increase by 0.9% and
that the same result can be achieved even in 2017.
As for the 2018 and 2019, the forecast was fixed at
1.1% for both years. Of interest however is the fact
that the level of GDP in 2019, if the forecast is accurate, would be even lower by about four percentage
points compared with that of 2007.
The Euro/Dollar exchange during the period 1 Octo-

As for forecasts regarding growth, the OECD in its
latest Economic Outlook dated November 2016 reiterated that the global economy has fallen into the
“trap of low growth” for five years now and that in
order to solve the situation, it will need a comprehensive and coordinated use of fiscal budgeting,
fiscal and monetary policies and structural reforms,
as promised by all international political leaders.
The OECD is nonetheless optimistic regarding global growth because, while estimating a growth of the
global GDP in 2016 (+2.9%), lower than in 2015
(+3.1%), foreseeing an improvement of global GDP
in 2017 of 3.3% and even higher in 2018 (+3.6%).
Among the advanced economies, the OECD foresees a moderate recovery with a projected growth

ber 2015 – 30 September 2016 recorded an average value of 1.1109 USD per Euro, a slight increase
compared to the same period of the previous year
(1.1148 USD per Euro). Volatility has been greatly
reduced compared to the previous year and with a
fairly steady trend. The maximum value recorded on
3 October 2016 with 1.1569 (1.2823 on 17 October
2014 in the previous semester). The lowest value of
the U.S. Dollar was reached on 30 November 2015,
with 1.0579 USD per Euro (1.0552 on 13 April 2015
in the previous semester).
The graph below shows the trend in the Euro/Dollar
exchange rate during the semester reviewed and in
the previous year:

of GDP in 2017 of 2.0% and 2.3% in 2018. The
Euro zone will maintain a steady pace but still too
slow in terms of growth, with an estimate of 1.6%
in 2017 and 1.8% in 2018. In Japan, growth is estimated to fall again: 1.0% in 2017 and 0.8% in 2018.
The situation in China instead is in the process of
readjusting, with the downward trend continuing
for an estimated 6.4% in 2017 and 6.1% in 2018.
All this despite the policies introduced by the Chinese Government to stimulate demand. The rate of
growth in India will be around 7.6% this year and
the next, while many emerging economies continue
to lose momentum. Deep recessions in Brazil and
Russia seem to finally be coming to an end, with
2017 expected to be first year of growth for both
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countries after years of recession. Russia will grow
by 0.8% in 2017 and by 1% in 2018, while Brazil
should close at +0.1% in 2017 and +1.2% in 2018.
The OECD Outlook, as noted above, places special
emphasis on structural policies by individual Governments. More specificall , there continue to be
reports of many States with poorly ambitious and
inconsistent reform policies that led to a weaker
dynamism in the markets. The finger has been especially pointed on the excessive aid provided to
companies that are no longer profitable, as well as
on financial institutions that are too weak to support current market conditions. The OECD’s opinion
is that the low level of interest rates may allow the
majority of countries to pursue expansionary fiscal
policies provided they are used to stimulate demand
in the short term but, above all, the supply in the
long run. Such policies would not only win the challenge against the trap of slow growth but would also
reduce many inequalities still present in the world.
Finally, the OECD advises against protectionist policies that are believed would have a devastating effect, with 25% of the workforce of OECD countries
employed in export.
With a look at Italy, confirmation of the national rating by Fitch in March 2016 is viewed as very important. The rating agency in fact decided to not
only confirm the rating (BBB+) but also the Outlook
as “stable”. This is due to a positive assessment of
the real economy in Italy in relation to debt sustainability, but which is still threatened by a fragmented
banking system and struggling with a weak quality

of assets. Following the outcome of the constitutional referendum, the Canadian Agency Dbrs has
simply aligned its rating to the one of leading rating
agencies from A to BBB with a stable outlook.
Regarding the oil market, the financial year was
characterised again by a lower than expected demand, especially from China and especially with the
desire on the part of OPEC (Organization of the Petroleum Exporting Countries) to be able to finally find
an agreement on a possible production cut. During
the year under review, the uncertainty on whether
such an agreement would be reached has seen
stock prices recovering. This occurred despite none
of the producing countries, while waiting to reach
an agreement, having cut their production. On the
contrary, Iran in particular announced the possibility to increase its volumes of extraction. During the
month of November 2016, an agreement was finally
reached between the producer countries that led to
cuts in production and pricing of the barrel around
50-55 USD/barrel. It will certainly be interesting also
to understand what will be the political decisions of
the new President of the United States in connection with the aid or less to the energy sector, which
could obviously have a significant impact on the extractive capacity available.
The graph below shows the trend of brent prices in
the current and previous financial year (USD/barrel):

The average Brent prices in the accounting period in question is 43.44 USD per barrel while in the previous year, it amounted to 60.61 USD/barrel (-28%).
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TREND OF GLOBAL AND EUROPEAN ENERGY MARKET

As mentioned earlier, the financial year was characterised by a still depressed demand for energy products, with China in particular having disappointed the
expectations. The recovery of the prices of goods
linked to the price of the barrel, which occurred after
reaching the minimum prices in January, was mainly
due to a temporary reduction in supply, in particular with the United States and with some countries
such as Kuwait and Canada experiencing production problems. An agreement between the OPEC
producing Nations did not allow another price hike.
It should be added that the general consensus of
analysts for the year under review was on an average price of 55 USD/barrel, whereas rarely have we
seen quotes that approached 45 USD/barrel. For
the next year, even in spite of the above-mentioned
agreement between producers, the most widely
accepted forecasts are those of a barrel price that
should range between 60-65 USD/barrel.
We definitely have to remember that in the World
Energy Outlook presented in November 2015 by
the IEA (International Energy Agency) suggests the
prospect of a barrel price stabilising around USD
50/barrel until 2020, but also the strong threat due
to the possible significant rebound in prices as a
result of lack of new investment in extraction. The
IEA however points out that energy demand will be
significantly strengthened with new countries that
will become the new marginal consumers, India and
Asia (excluding China) raking in the first places. The
IEA estimates that in 2040, Indian energy demand
will reach the current levels of the United States
while as for China, even the IEA estimates lower
consumption due to the ongoing transition of the
Chinese economy from industrial to tertiary.

Even more interesting is the Agency’s analysis as
to what will be the product mix to cope with these
new super energy consumers. According to the IEA,
in view of the continued support, renewable energy
production will cover half of the additional energy
demand between from now until 2040, presumably
surpassing coal in 2030.
We shouldn’t underestimate in this sense the results
achieved by the so-called COP21 of Paris where, on
December 12, 2015, 195 countries made a binding commitment to lower greenhouse gas emissions
in order to reduce the global average temperature
and increase by less than 2°C compared to preindustrial temperature levels. To this end, in addition to the continuation and expansion of renewable
energy production incentive plans, energy efficiency
policies will be boosted further, the IEA estimating
that 40% of overall consumption (again in 2040) will
be governed by such policies as compared to the
current 25%.
The obligations undertaken during the UN Conference in Paris are definitely very ambitious. Only in
the next few years we will see if the agreements
signed by the Governments of all Member countries
will be followed up in practice.
As regards the global natural gas market and especially in Europe, the situation of excess demand
continues, which is reflected in the drop in TTF
prices shown in the following graph. The average
quotations this year (Euro 13.93/MWh) decreased
by 7% compared with the average in the previous
year (Euro 21.05/MWh). With a linear trend during
the year except for the months of June and July due
to some maintenance, especially with reference to
nuclear power plants in France:

ENERGY MARKET TREND

TREND OF ITALIAN ENERGY MARKET
The following graph shows the trend of the National Single Price (PUN) in the current financial year and in
the previous one:

The trend in PUN prices was characterised again by
oversupply issues supported by good performance
of renewable energy sources and demand being still
weak. Also the climatic factor of exceptional heat recorded during the month of July was not repeated.
The recovery in prices compared to lows reached in
April 2016 is mainly due to scheduled maintenance
to plants, with particular reference to France.
The average of the quotations in the current year
(41.95/MWh) was 28% lower than that of the previous year (53.80 €/MWh).
In the first nine months of 2016 production before
pumping amounted to 231 TWh (239 TWh in the
first nine months of 2015) was covered for the 30%
renewable sources (30% in the first nine months of
2015), at 57% from thermal generation (56% in the
first nine months of 2015) and 14% from the net flow
of imports from abroad (14% in the first nine months
of 2015). In the current year the climatic conditions

were able to change the product mix. Overall, the
gross demand of electricity in the first nine months
of 2016 registered again a decrease of 3.4% compared with the same period last year.
Thanks to the completion of the process of market
coupling in EU countries, increases the degree of
correlation between PUN and the main European
spot prices. The difference between the average
quotations PUN and the French are reduced to
10.06 Euros/MWh compared to the differential in
the previous year which stood at 15.17 Euros/MWh.
Significant reduction in the differential between the
average of the quotations PUN and the average
price in Germany that is reduced to 14.11 Euros/
MWh compared to 21.73 Euros/MWh.
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The following graph shows the comparison between the prices applied on the main European markets:

As for the natural gas demand has been broadly in line with that recorded in the previous year. This was
mainly due to the low temperatures that have supported the demand for natural gas for civil use
The following graph represents the trend of the price of gas indexed to the Gas Release 2 formula :

Until April the formula still downward movements recorded on Brent and distilled products between the
second half of the year and the first quarter 2015
2016

Gradually, although the trend has been basically
stable, only from May onwards, the effect of the recovery of the oil market as described above can be
appreciated.
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We draw your attention to the fact that the most
significant eforms introduced in the period under review concern the regulation of the industry in which
the Group operates.
REMIT – phase I and II and prohibition of disclosure of insider information and market manipulation
APursuant to European Regulation no. 1227/2011
of the European Parliament and of the Council
dated October 25, 2011 concerning integrity and
transparency in wholesale energy market (REMIT)
and implementing Regulation (EU) No. 1348/2014
dated December 17, 2014 (Implementing Acts),
starting from October 7, 2015, industry operators
are required to fulfil reporting obligations with ACER
for so called “first phase” eports (i.e. reporting
of standard contracts concluded on organised
markets). At the same time, operators are required
to comply with the ban on dissemination of insider
information and market manipulation, resulting
in the obligation to publish insider information on
centralised platforms, i.e. on their website.
In addition, the April 7, 2016 has started the second
phase of reporting under the reporting obligation relates to REMIT the standard contracts concluded
outside of the markets organised and nonstandard
ones-namely all contracts other than standard-according to the schedule for this type of documents.
In relation to both phases, operators have concluded also the back-loading activities in relation to all
contracts concluded before the date of the start of
first stage, but that were still in existence at the date.
Resolution no. 2015/609/R/eel dated December
11, 2015 “Measures regarding the Network Code
for electricity transmission service”
The AEEGSI introduced this measure to amend
certain initial provisions of the standard network code, with regards for instance to electricity transmission originally introduced with previous resolution no. 268/2015/R/eel, whereby the
Authority had applied the standard network code
limited to contractual guarantees or the billing service. With resolution no. 268/2015/R/eel, AEEGSI
aimed above all at regulating the following aspects:
•

•
•

guarantees for access to the transport service by
identifying the forms accepted (bank guarantee on firs
demand, rating and parent company guarantee) and
their management;
transmission contract management procedures in the
event of service breaches by the user;
billing of the service and related payments whose

original effective date for the majority of measures had
been set to October 1, 2015 was subsequently deferred by the Authority by resolution no. 447/2015/R/
eel to January 1, 2016, because of need it saw to
conduct investigations in view of some reports it had
received as a result of the approval of the standard
network code.

Therefore, in order to factor the problems reported
and new findings, AEEGSI intervened by changing
the original measures. In particular:
•

the removal of the requirement of possession of
rating banking and insurance institutions issuing the
bank guarantee the revision of certain provisions for
access to ratings and parent company guarantee;

•

more clarity about how to apply the provisions of
the network code, with reference to transmission
contracts pending as of January 1, 2016;

•

a transitional arrangement with reference to the
times-span available to the user to adapt collateral
to an amount equal to the estimated 3 months of
service for withdrawal points contained in the transmission contract. When first applied, these tim lines have been extended to February 12, 2016 as
deadline within which the user is required to comply,
instead of the standard deadline of 15 business days.
In this transitional period of first application the use
with a rating or whose parent company owns in turn
has a rating can access the rating or parent company
guarantee without the need to first check that th
payment has been be made, however, with payment
of an access fee.

The resolution also introduces change to the billing
service, including in particular amendment of the
provisions regarding invoice payment terms.
RAI (State TV) ANNUAL FEE CHARGED IN
ELECTRIC BILL - Law no. 208 208
With the Legislative Decree part of the Stability Law
2016 subsequently converted into law, the Government introduced a substantial novelty. The law
establishes automatic billing of the RAI (State TV)
annual fee to end users in their electric bill.
Users pay the annual fee in ten monthly installments
as a surcharge to their electric bill to be paid at the
bill’s due-date. Electric companies are required to
pay the installments received for the annual fee directly to the State Treasury by unified payment by
the 20th day of the month following payment by users of the bill and payment of the full annual fee must
be processed no later than December 20th. Please
note that electric companies are not required to pay
the fee in advance in the event of delinquent users and they are not considered withholding agents.
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Please bear in mind also that authorisations to directly charge a user’s bank or postal account or by
any other method of payment issued by the electric
companies apply also to the annual fee, unless the
user explicitly objects thereto.
Resolution no. 73/2016/r/eel dated February 25,
2016 “Amendments and integrations to resolutions no. 111/06, 166/2013/r/com, 258/2015/r/
com and 487/2015/r/eel for the signing and termination of dispatching and transmission contracts, as well as introduction of new measures
for switching customers who are entitled to service in the protected categories market”
By resolution no. 73/2016/R/eel, AEEGSI changed
the rules for the application of the switching procedure in the Integrated Information System of the energy industry. With regard thereto, please note that,
pursuant to art. 9.5 of resolution no. 487/2015/R/
eel (which assigned responsibility for the management of the switching process to the SII), this system became effective on 1 June 2016. Starting from
the date, SII will directly update the energy sampling
points linked to dispatching and transmission contracts.
AEEGSI Resolution no. 100/2016/R/com “Rules
for issuing the invoice for suspension of supply
of electricity or natural gas” dated March 10,
2016
By resolution no. 100/2016/R/com, AEEGSI introduced the rules for issuing the invoice for suspension of supply of electricity or natural gas. The
scope is the same one established for the Code of
business conduct.
More specificall , the newly introduced rules apply
to all customers who choose to interrupt service, or
when the utility provider and end customer terminate the contract for whatever reason, including a
change in the utility provider and calls for deactivation of the supply and a take-over.
Resolution 118/2016/R/efr – “changes to the
Authority’s deliberation 104/11 ARG, on transparency of sales contracts to final customers of
electricity produced from renewable energy” of
March 17, 2016
TThe authority, through the aforementioned resolution has amended and supplemented the previous
ARG/elt 104/11 and code of business conduct in
order to improve consumer protection in cases of
the sale of electricity from renewable sources.
Resolution 118/16 provides that:

•

is clearly the purpose of the tariff component A3,
in order to raise final customers for electricity sales
contracts relating to utilities in BT the fact that the
production of electricity from renewable sources is
already encouraged by the amounts raised with that
component;

•

every contract for the sale of renewable energy must
be evidenced by an amount of guarantees of origin
equal to the amount of energy sold as renewable
under the same contract. For the purpose of defi ing the number of guarantees of origin each selling
company should cancel annually, the data may be
used as renewable electricity sold to end customers
from each sales company upgraded to the 31/1 of
the year following that date.

Resolution 302/2016/R/com “mode and timing
related to the discipline of withdrawal from contracts to supply” of June 9, 2016 “
With the resolution in question, the AEEGSI, review
the procedures and deadlines for exercising the
right of withdrawal from contracts for the supply of
small end customers, also in order to homogenize
the discipline to the context of retail market development. The resolution – which operates specificall
concerning withdrawal of domestic end customers,
low voltage and/or end customers with natural gas
consumption of no more than 200,000 Smc/year as
well as prosumers having a contract solely dedicated
to withdrawals of electricity from public networks and
multi-site customers-as envisaged in the document
followed for consultation 40/2016/R/com, in which
the AEEGSI anticipated its guidelines, in order to reduce the term of notice in accordance with the new
forecasts related to switching process and also making the whole process of changing suppliers consistent in all its aspects.
In particular, the resolution as well as make changes
to consolidated sales (resolution No. 156/07-TIV) and
to resolution 138/04, repealing resolution 144/07 by
reviewing and updating the discipline of withdrawal,
by providing for a reduction of the period of notice
(fixed in about three weeks apart from the market of
origin and irrespective of the type of client), so that
the termination is communicated to the seller of the
month by outgoing on the tenth day of the month
prior to the date of switching.
The new gas balancing system - Resolution No.
312/2016/R/gas “Gas Balancing, implementing
Regulation (EU) No. 312/2014” dated 16 June
2016
After the postponement by one year established by
Resolution No. 470/2015/R/gas, with the subject
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resolution, the AEEGSI has approved the Consolidated Balancing Law (so-called “TIB”) which transposes European Regulation No. 312/2014. More
specificall , the resolution gathers in one text all the
aspects of discipline that compared to the Regulation need to be clarified or specified in the Italian
context and the provisions already established by
the Authority and not recorded by the same Regulation.
These rules shall enter into force on October 1,
2016, without prejudice to the right of the Authority
to postpone that date if the conditions of certainty
about the rules and operating procedures are not in
place and a reasonable time for users to adapt to
the new provisions is granted.
In addition to approving the TIB, pending changes
necessary for the management of trading of locational products and sales of gas in stock, the resolution envisages that they be conducted within the
regulatory framework of the current balancing platform PBGas, managed by GME and with the CCP
in charge of balancing.
In September, by resolution NO. 487/2016/R/
gas, the Authority approved the proposed updating of the Stogit Code implementing resolution no.
193/2016/R/gas that introduces, with the launch
of the new balancing regimen, auction transfers for
storage capacity on a monthly, weekly and daily basis (day-ahead), as well as the mechanism of overnomination (intra-day) for contractual congestion
management in storage capacity utilisation.
Resolution no. 371/2016/R/eel “Approval of
changes to the regulation of the fixed-term
electricity account platform proposed and prepared by the Energy Markets Operator” published on July 7, 2016
With this resolution, the AEEGSI approved the proposal to amend the Regulation of Energy Account
Platform (PCE) formulated by the GME.
With regard thereto, please note that the proposed
amendments – previously subjected to special
consultative procedure with the publication of DCO
no. 8/2014 – are placed in the context of the comprehensive review of the disciplines of the market
and of the platforms organised by the GME, aimed
at achieving greater consistency between regulatory provisions affecting different markets and platforms across the spectrum insofar as pertains to:
• disciplinary measures adopted by the GME
following violations by operators of the newly
introduced provisions;
• criteria of eligibility, exclusion and suspension

•

of operators from those markets/platforms;
guidelines regarding verification of claims elated to market operations.

Decree of the Ministry of Economic Development “Amendments to the Integrated Text of the
electricity market rules” dated July 19, 2016
With the Decree in question, the Ministry of Economic Development approved the proposed amendments of the Integrated Text of the Electricity Market
Rules submitted by the GME for the establishment
of the new daily product market (MPEG), whose
characteristics and objectives were discussed and
submitted for consultation by the GME with DCO
no. 01/2016.
The new daily products that are marketable in the
given market will complement the product range
available to date on the Spot Electricity Market
(MPE), such as hourly products listed on the DayAhead Market (MGP) and Intra-Day Market (MI).
More specificall , in the context of the MPEG, the
new measure establishes that the GME may quote
two product types (each with two delivery profiles:
baseload and peakload).
In particular, during the first phase of the new market launch, the GME will quote only “unit price differential” products (both baseload and peakload),
postponing as shared with reference institutions the
inclusion of a “full unit price” to a later stage.
With regard to the MPEG, the GME will act as central counterparty, and the conclusion of contracts
will take place by automatically matching offers for
purchases and sales (so-called continuous trading).
With regard to the deadlines for payment settlements, as anticipated in the DCO no. 01/2016, the
financial settlement of an offer will take place in the
second month following the delivery of energy (socalled M+2).
Resolution no. 413/2016/R/com - New integrated
text to regulate the commercial quality of sales
and changes to the regulation of commercial
quality of the service for the distribution of electricity and natural gas, to the code of business
conduct and to Bill 2.0. – dated July 21, 2016
With this resolution, the AEEGSI significantly reforms
the Consolidated Sales Quality Text (TIQV), some
parts of the Integrated Texts for quality of electrical
and gas systems (TIQE and RQDG) related to the
exchange of data between suppliers and distributors for the purpose of responding to complaints
from users, the code of business conduct in the
part concerning sellers’ disclosure obligations and
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increases the efficiency of the handling of claims at
the first level (stage where the complaint of the customer is treated by the seller/distributor) and finally
Bill 2.0.
Resolution no. 463/2016/R/com “Provisions
concerning period billing, compensation paid by
vendors and distribution companies, and additional obligations for companies on the subject
of measurement” dated August 4, 2016
The resolution in question approves the “Integrated
Text of the provisions of AEEGSI regarding billing of
the retail service for customers of electricity and natural gas (TIF)” and introduces compensation paid by
vendors and distribution companies and additional
obligations for these companies in terms of measurement.
The provisions of the TIF apply to all deliveries made
by primary utility providers of gas and similar utilities;
the decision also applies to the free market, subject
to certain permissible exceptions that are usually
more favourable for the customer.
The provisions apply to all domestic and non-domestic customers supplied with low voltage electricity and to all customers with consumption of less
than 200,000 Scm/year of natural gas.
The resolution reforms all billing-related issues:
emission and frequency of invoices for the period,
the order of use of metering data, recalculations and
other billing rules, independent metering and general standards for the quantification of estimated
consumption, and indemnification in favour of the
end customer (both for sellers to distributors).
Finally, the resolution also confirms the obligation
to provide a standard offer for all free market vendors implementing all the provisions covered by this
measure without any exception.
Terna (Italian electricity transmission operator) has
issued updated versions of the following Annexes
to the Network Code, as approved by the Authority for electricity, gas and water by resolution no.
268/2016/R/eel:
Annex A.61 - Regulation of the system of guarantees provided for in article 49 of Annex A to resolution no. 111/06 of the Authority for electricity, gas
and water system;
Annex A.26 - Dispatching model contract for energy
introduction on the market and energy supply. With
reference to the entry into force of the above documents, as provided for in the same resolution, the
Annexes are applicable from January 1, 2017. With
regard thereto, please note the following:
•

these provisions shall apply to dispatching contracts in effect at the date of January 1, 2017, including existing contracts for which no notice
has been submitted by the user. More specificall ,
paragraphs 5 and 6 of the Regulation on guar-

antees (“Duration of guarantees” and “Amount
of the first guarantee relating to dispatching contracts”) shall apply at the time of renewal of the
contracts and their guarantees for the year 2017;
•

the first audit on the integrity requirements for access
to forms of guarantee such as “Credit ratings” and
“Parent company guarantees”, and for the scope of
the guarantee will be made by Terna from February
2017 with reference to invoices with deadline included in the period August 2016 - January 2017. Finally,
please note that annex A.61 has been integrated to
transpose the contents of paragraph 6 of resolution
no. 268/2016/R/eel with reference to the revision of
the minimum levels of rating of banks that issue the
guarantee and the consequent lengthening of the
terms for replacement of the guarantee.

Ministerial Decree dated September 21, 2016
and Resolution No. 501/2016/R/EEL “Approval
of changes to the regulation of the fixed-term
electricity account platform proposed by the
Energy Markets Operator as concerns payment
settlements”
The above decree and resolution establish the approval, respectively, of the changes to the Integrated Text
of the Electricity Market Rules and to the Electricity Account Platform (PCE), in order to regulate the new rules
regarding the management of payments on a weekly
basis (W+1) in energy markets MGP, MI and the PCE,
and the adoption of the SEPA Direct Debit BusinessTo-Business as payment method for the settlement of
invoices in the electricity market and the PCE.
New discipline of the natural gas market in force
since September 1, 2016 - Decree of the Ministry of Economic Development dated May 11,
2016 “Approving urgent changes to the discipline of the natural gas market annexed to Ministerial Decree dated March 6, 2016”
With effect from September 1, 2016, the new discipline of the natural gas market (hereinafter referred
to as the Discipline MGAS) entered into force, in the
version approved by the Ministry of Economic Development with Ministerial Decree dated May 11, 2016,
as amended to regulate the new rules regarding the
management of payments on a weekly basis on the
gas market. The new MGAS discipline provides for a
reduction of the deadline for settlement of payments
under the day-ahead market (MGP-GAS), the intraday market (MI-GAS) and the gas futures market (MTGAS), which will change from the current monthly
basis (M+1) to settlement on a weekly basis. Changing the deadline for billing and payments will ensure
that the financial resources provided by operators as
guarantee on the same transactions carried out on
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the market will be frozen for a shorter period than
under the current deadlines. This will consequently
entail a reduction of the guarantees required to operate and will therefore make participation in the market
less costly for operators.
Actual imbalances pricing:
Resolution 333/2016/R/eel “Pricing of actual
imbalances for the years 2012, 2013 and 2014
following the judgments of TAR Lombardia
(Regional Administrative Court of Lombardy)
no. 1648/2014 and of the State Council no.
1532/2015, and following the new judgment of
the State Council no. 2457/2016” dated June
24, 2016
With this resolution, the Authority redefined the adjustment to be applied to actual imbalances between
July and September 2012-2014 as a result of decisions taken by TAR Lombardia no. 1648/2014 and
by the State Council no. 1532/2015 and 2457/2016,
which cancelled the previous regulation introduced
by the Authority.
The resolution in question follows the guidelines set
by the AEEGSI and previously described in DCO
no. 623/2015/R/eel, establishing in particular that
for each dispatching, Terna should recalculate, for
the purposes of adjusting the underlying economic
items, the imbalance prices for the period between
July 2012 and September 2014.
With regard to the regulation and recalculation
method applied to these payments, the resolution in
question provides that individual users can choose
whether to use the standard discipline for dispatching – i.e. the regulation that had been cancelled by
the Tar due to “lack of motivation on the urgency and
lack of consultation”- or the alternative one that provides for the application of the provisions of resolution
no. 111/06 in its previous wording in the adoption of
resolution no. 342/12/R/eel and as such, according
to the previous calculation method applicable as of
August 2, 2012. With reference to the the procedures
and deadlines, which users involved must follow depending on the choice made between the standard
and alternative discipline, the AEEGSI with the resolution in question has entrusted the task of verifying
a sample on the set of users who have opted for the
alternative discipline the actual correctness of alternative discipline, to its internal Market Management.
If these audits should find that users displayed
acts of misconduct, with reference to the semesters in which such conduct is found, the recalculation and attribution of the imbalance prices will

be made in accordance with criteria to be defined
Finally, with regard to the adjustment procedures,
the Authority ruled that Terna balance the imbalance
prices according to the deadlines mentioned below:
• by November 1, 2016 for dispatching users that
did not request application of the alternative discipline;
• within 30 days from the outcome of such spot
checks for users who instead choose to apply
the alternative discipline.
Resolution 342/2016/E/eel “Procedure for the
introduction of the timely adoption of prescriptive measures and the evaluation of potential
abuse in the wholesale electricity market within
the meaning of Regulation (EU) No. 1227/2011
(REMIT)” dated June 24, 2016
The resolution aims to verify the adoption by some
dispatching users of scheduling strategies that are
inconsistent with the principles of diligence, prudence, skill and forethought that should characterise the behaviour of a dispatching user in accordance with the provisions of article 14, paragraph 6,
of resolution no. 111/06.
On the basis of the reasons expressed by the Authority, such scheduling strategies would have
enabled multiple dispatching users to achieve an
economic benefit, producing an impact on price
formulation mechanisms in energy markets and dispatching costs for all end customers.
Notice of introduction of the resolution was notified
to Europe Energy S.p.A. on October 3, 2016 and to
Europe Energy Gas & Power S.p.A. on September
28, 2016. The latter, respectively on October 14 and
18, have submitted their comments in accordance
with art. 5(3)(a) of Presidential Decree no. 244/2001
to the Authority for Electricity, Gas and Water.
Resolution no. 444/2016/R/eel dated July 28,
2016 “Priority actions in the field of pricing of
actual imbalances within the electric dispatching industry” published on July 28, 2016
With resolution no. 444/2016/R/EEL, the Authority for electricity gas and water introduces a new
system for the pricing of actual imbalances within
the dispatching service with a gradual application
starting from August 1, 2016, in order to provide an
adequate incentive to a correct planning of electricity introduction on the market and energy supply,
modifying Annex A to resolution no. 111/06. The
resolution, for the purpose of pricing the imbalanc-

REFERENCE LEGISLATIVE AND REGULATORY FRAMEWORK

es, provides:
(i) for consumer units and unlicensed production units other than those powered by renewable energy sources, shift to a mixed single-dual
price that provides for: either a standard tier of ±
15% of the binding programme amended and corrected (total standard tier of 30%) for the period of
rst implementation (August 1, 2016 – December
31, 2016); starting from January 1, 2017, reduction
of tier ± 7.5% (total standard tier 15%); or the application within the tier of the same price in force
today with an imbalance price independent from
the single unit price (single price); or application,
out of the tier, of the zonal price of the day-ahead
market in case of discordant imbalance with respect to the evolution of the average price of the
macro-zone, and average price of offers accepted
in the balancing market to balance the system, in
the event of discordant imbalance (so-called dual
price); or the introduction, only for consumer units,
of the balance audits as a useful tool for monitoring
the proper functioning of the market by providing
for automatic reporting by Terna to the Authority of
subjects who have experienced substantial monthly
aggregate imbalances, above a threshold of tolerance of 30% (twice the overall standard which will
be in force from January 2017); final audits will be
carried out in balance sessions SEM1 and SEM2
starting from November 2017 for the first 2017 semester; for 2016, increased monitoring already carried out by the Authority pursuant to the TIMM (Integrated Market Monitoring Text – resolution no. ARG/
elt 115/08);
(ii) for significant production units powered
by renewable sources that can not be planned, to
leave unchanged the current regulation that allows
the option of the single price for the entire volume
of the imbalance, or to apply the alternative regimen
envisaged by resolution no. 522/2014/R/eel, based
on tiers differentiated by source;
(iii) for minor production units powered by
renewable sources that can not be planned: or in
the period of first implementation (August 1, 2016 –
December 31, 2016),

continued enforcement of disci-pline now in force
(see previous point) strengthening however also for
these dispatching points the moni-toring of the
conduct of the operators to ensure compliance with
the principles of diligence, skill, prudence and
forethought; or starting from January 1, 2017: the
choice between:
- a single-dual pricing mechanism based on the
same standard applied to the consumption unit
(± 7.5%);
- the regimen of coordination defined by resolution
no. 522/2014/R/EEL with a tier of ± 8% (identical to
the one already provided for these units) within which
the imbalance is valued at the market price on the day
before applying a total equalising component that
takes account of the imbalance of all units that have
applied this regimen and outside which the imbalance is valued according to the dual pricing method.
With reference to the exploitation of resources of
secondary reserve in the calculation of imbalances,
the resolution establishes, from the first implementation of August 2016, the elimination of the value of
the secondary activation value from the imbalance
prices, excluding offers accepted for secondary adjustment by the imbalance pricing regimen.
Directive MIFID II
The EU Commission proposed to postpone introduction of the MIFID II by one year (originally scheduled
for January 3, 2017), arguing that, as the ESMA surveillance authority had already, operators and legislators need more time to prepare for the Directive that
outlines the new framework of Euro markets. Please
note that MIFID II establishes major chang-es in the
European financial market by introducing measures
to adapt the new trading technologies, in-crease
transparency on the bonds and commodities markets
in light of the experience gained during the financial
crisis (also placing limits on the freedom of traders in
the energy sector with the elimination of specific
exemptions provided for in the MIFID that al-lowed free
trade of derivatives on commodities).
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MAIN RISKS AND UNCERTAINTIES

The risk management process is closely tied
to the Company’s strategic planning process, with the aim of associating the overall risk profile to the forecast profit margin in
the Group’s budget. Please note that currently, the main risk area is represented by
the Group’s industry, which has taken on a
strongly financial connotation. In this regard,
as stated above, the Group is pursuing a
strategy to diversify its business both with
reference to the types of markets and to the
geographical reference areas.
Market risk
The growing volatility of energy commodities
(electricity, oil, coal and other derivatives) over
the last few years has led to an increased exposure to fluctuations in the economic result
of companies in the industry.
This risk area is found mainly in the procurement stage, because the Group’s purchases
are subject to seasonal fluctuations in energy
and natural gas prices, which it tends to limit
and reduce.
In this context, besides regularly monitoring
the trend in prices in the industry, in particular of electricity and natural gas, the Group
hedges the cost through the acquisition of
derivative financial instruments
The potential risks to which the Group may
be exposed are also tied to non-bilateral purchases and/or sales (i.e. commitment to purchase energy that is not sold, or vice-versa),
or to misaligned electricity and natural gas
purchase and selling prices. The first risk is
avoided through sound management of our
contract portfolio, while in the event of the
second risk, the Company resorts to instruments to manage the risk of prices referred
to as CFD (contracts for difference). These
contracts enable the Company to hedge
sales margins, regardless of changes in market conditions.
Contracts for difference (CFD) are alternatives instruments to the actual purchase/sale
of electricity. These contracts swap differentials compared to current stock exchange
prices, and are used, as such, to establish
the fluctuating price of the Energy Stock Exchange (PUN - National Single Price) or natural gas market (PSV- Virtual Exchange Point).
More specificall , the Company uses them to
establish the price of sales or purchases on

the stock exchange (which changes from
one hour to the next) tied to sales or purchases of electricity and natural gas at a flat
rate, setting the margin for the transaction,
independently of changes to the market.
To this end, with resolution of the Board of
Directors of September 23, 2011, Europe
Energy S.p.A. has enforced a specific internal procedure in order to monitor and mitigate the aforementioned risks. This procedure is also extended to its subsidiaries and
is constantly updated and implemented.
Regulatory risk
A potential source of risk is the constant evolution of the legislative and regulatory framework, which affects the market, fee plans,
the levels of service quality required, and
technical and operational obligations. This
risk area, in fact, is tied to the current technical complexity of the industry, which requires
a consistent update of the resolutions of the
different competent authorities in the field,
both nationally and internationally.
Regarding thereto, Europe Energy S.p.A.
has further staffed the legal & compliance office, which is now formed by two in-house
lawyers with key experience in compliance
matters, in order to ensure ongoing monitoring of newly introduced laws in the industry
and adapt to them efficiently so as to limit
their economic impact as much as possible.
For the same reason, subsidiary Europe Energy S.p.A. became a member of the EFET
(European Federation of European Traders)
while its subsidiary Europe Energy Gas &
Power S.p.A. was granted membership in
AIGET (Association of Italian Energy Wholesalers and Traders).
Subsidiaries Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A. also have
both adopted a specific organisational model under Legislative Decree no. 231/2001.

Interest rate risk
The Group is exposed to interest rate fluctu tions, especially in terms of financial expenses
associated with the overall debt.
The Group regularly reviews its exposure to
the risk of changes in the interest rate. The
Group’s primary goal is to reduce the volatility of financial expenses. We have achieved

MAIN RISKS AND UNCERTAINTIES

this goal by combining the fixed and variable rate in
debt structure, if need be, resorting to appropriate
hedging.
Credit risk
The credit risk represents the Group’s exposure to
potential losses arising from non-fulfilment of the
obligations undertaken by both commercial and
financial counterparts. The Group’s exposure to
credit risk is tied predominantly to its growing sales
of electricity and natural gas on the wholesale and
retail markets.
In order to limit this risk, the parent company has
introduced a specific procedure for credit risk management, which has also been applied by subsidiary Europe Energy Gas & Power S.p.A.. Moreover,
as mentioned earlier, effective as of March 2015,
Europe Energy Gas & Power S.p.A. signed a specific credit insurance policy with Coface SA for its
customers of the business segment. This operation, besides lowering the risk on current customers, provided more risk assessment tools that drive
pre-sales activities in order to minimise counterparty risk. The policy has been renewed for another 2
years and will expire in 2018.
As mentioned earlier, subsidiary Europe Energy Gas
& Power S.p.A. has hired a new risk manager whose
main task is to prepare a plan for the acquisition of
retail customers and apply it within the Company.
Liquidity risk
The Company manages the liquidity risk with the
aim of limiting the risk that the financial resources
available are not sufficient to cope with its financial
and commercial obligations within the predetermined terms and deadlines.
With reference to its cash-flows, please note that,
apart from fluctuations in prices that are typical of
our line of business, there is no evidence of particular risks in the financial ealm, because:
1. The Group made a choice ahead of time insofar
as concerns its wholesale to sell energy to wholesalers, largely municipal companies or major operators, which guarantees timely payments, or to counterparts that issue bank sureties;
2. For sales of electricity and natural gas to end customers, the Group applied custom pre-sales procedures in order to avoid the risk of unpaid bills and
insure business client credit. Moreover, the Group
applies all the procedures for switching off and immediate interruption of service, in line with the specific industry egulations.

Our strategic goal is to ensure that at all times the
Group is able to comply with its financial deadlines
in the upcoming twelve months.
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BUSINESS OUTLOOK

Business outlook for the period
01.10.2016 - 30.09.2017
As for the business outlook, please note that
in addition to the core business of wholesale
electricity sales, the Group will further develop and integrate sales to end customers of
electricity and natural gas. The latter is highly
capital intensive than the business typically
pursued by the Group. Development of the
new business, which is primarily inbound,
will be closely dependent on the availability
of sufficient c edit lines.

Moving in this direction, our goal is to boost:

As mentioned earlier, the basic principles we
will apply to boost the Group’s business are:
• maximum attention in managing risks
and uncertainties (see the relative paragraph);
• diversification of Group business with
reference to the various tiers of the energy industry. More specificall , after
having started selling natural gas to end
customers, the Group acquired specifi
know-how during the current year to ensure full coverage of the supply chain.
• internationalisation of the Group’s business by developing and supporting
companies that operate on foreign markets, with particular reference to the Balkans. The Group will also extend sales of
energy and natural gas to end customers in certain key European countries.
• Looking at the situation in our reference
market, we expect the demand for electricity and natural gas in Italy to continue
to decrease, which will lead to lower margins on the wholesale market due to increased competition in the supply of electricity and increase in the cost of credit.

The Group will continue the activity in the
short term, i.e. supplies with delivery ranging from single hour (daily and intra-day markets) up to one month at the most, or OTC
transactions with primary standing counterparts. In fact, all contracts have been signed
with institutional partners and demanding
sufficient guarantees, in order to cancel the
credit risk.
Short-term markets, with particular reference to the intra-day and daily markets, are
the main investment focus in terms of knowhow and corporate growth as a whole in the
coming years. These markets are among
the most profitable, especially because of
their risk level, having very limited underlying
elements, in view of the reduced time horizon to which they refer. On the other hand,
this business venture requires a widespread
presence and considerable investments in
terms of knowledge and understanding of
cross-border energy flows and the dynamics of domestic production. To successfully
tackle these Challenges, the Group runs its
business seven days a week.
We will also invest in energy efficiency projects and in the search for new partnerships
with leading operators.

We expect these factors to continue to infl ence the Group’s business also in the period
2017-2018.
Despite the variability of this scenario, the
Group’s financial strength and its marketing
plans lead us to expect that the management will achieve the corporate business
plan goals.
The Group’s aim is to further integrate sales
of energy with sales to end customers and
begin wholesale sourcing of natural gas.

•
•
•
•
•
•
•

management of the electricity, gas and environmental certificates customer portfolio
risk management and portfolio optimisation;
definition and implementation of hedging
strategies;
definition and implementation of marketing
strategies in retail market;
green marketing activities;
dispatching contract management with
Terna;
access to regulated markets (IPEX, PCE,
Import/Export).
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OTHER INFORMATION

For consolidation purposes, we have proceeded to:
• the determination of opening net equity
at the October 1, 2014 Europe Energy
Holding S.r.l. and its effects of consolidation that would be obtained by
considering what date of acquisition of
control on September 6, 2012 (date of
termination of the operation of Management Buy-out);
• prepare the sub-consolidated financia
statements of sub-group Europe Energy
S.p.A. as of 30.09.2016;
• eliminate the sub-consolidated “stake”
held in Europe Energy S.p.A. from the
financial statements of the parent company Europe Energy Holding S.r.l. and
to account for the consolidation differences.
Investments
As regards investments in financial assets
which at the date of 30.09.2016 amounted
to EUR 1,380 thousand have increased primarily as a result of the acquisition of 50% of
the Trading AS based in Bratislava (Slovakia)
for Euro 1,274 thousands.
Significant events occurring after 30 September 2016
As mentioned earlier in November 24, 2016
date was the sale of the shares held in participation in Europe Energy UK (for this reason, assessed in this budget costs and renumbered in current assets as sold).
Decision of the authority 800/2016/R/eel “Further action for the enhancement of actual imbalance for the year 2017 under the transitional arrangements introduced by the Authority’s
deliberation 444/2016/R/eel” published on
December 28, 2016
With resolution no. 800/2016/R/eel, the authority for electricity gas and water system defines changes to be made to the mechanism
of enhancement of actual imbalance (mixed
single-dual enhancement price) for the year
2017 under the transitional regime defined
by resolution no. 444/2016/R/684/2016 R/
eel eel as a result of the consultation. In particular, the measure includes:
•

until April 2017, the application of standard
15% per unit of bandwidth consumption and
production unit not enabled programmable
without extending the mixed system singledual pricing at FRNP production unit (nonprogrammable renewable sources) that are

•

•

not relevant;
from May 2017, subject to the actual commissioning date of the method of determining the sign of the unbalance measurementbased aggregate actual zonal, raising to 30%
of the standard for consumer units and total
exemption for non-production units mixed
system programmable single-dual pricing;
confirmation of non-application of mixed system single-dual pricing per unit of production
dispatching points to FRNP.

According to the authority, the prediction
that the passage can only be done by June
2017 should allow Terna to develop a methodology for preliminary determination of the
sign of the imbalance zonal aggregate that
will publish an estimate of that sign as the
day following the day of delivery and to strive
with the timing provided by European regulations on transparency (preliminary data on
volumes of balance within 30 minutes of the
time of delivery). In this regard the resolution
mandates Terna to upgrade their network
code to provide the above preliminary determination, sending the proposal, after consultation with the operators, to the authority
by March 31, 2017 and, by the same date,
to post the sign of the imbalance aggregate
zonal determined on the basis of effective
measures with respect to each macro-area
and in each relevant period of the year 2016.
Finally, with reference to the discipline of determining actual imbalances to be adopted
on the regime, as proposed in DCO no.
684/2016 R/eel, resolution no. 800/2016/R/
eel start preparatory activities to the defin tion of a valuation of actual imbalances that
reflects the value of energy in real time, temporal and spatial dimensions of goods. For
this purpose, you plan to start a nodal price
monitoring for the assessment of the results
of MSD, through integrated text editing on
market monitoring.
On November 7, 2016, Europe Energy S.p.A.
sold to a company outside the Group (NET
AG already a shareholder of the company)
the 20% stake in LE Trading AS at a price of
Euro 1,000 thousand, with a capital gain of
Euro 490 thousand.

MISCELLANEOUS INFORMATION

Legal situation
The Company’s legal situation is the same as in the
previous fiscal yea .
Research and development
The Company pursues continuous research and
development in order to identify new projects in the
energy industry and in particular, in the field of renewable energy sources. Another area in which the
Group is investing heavily is the study of volatility on
energy markets and its repercussions on a transnational level.
Finally, ICT tools developed in-house are daily the
subject of research and development in order to improve their effectiveness.
However, during the period that closed on
30.09.2016, the Company did not opt to capitalise
expenses for R&D.
Treasury shares or shareholdings in subsidiaries, affiliates, parent companies and companies

Trade receivables
Revenues
Other income

Trades paybles

under their management
As of 30.09.2016, the Group does not hold treasury
shares or other shares or stakes in parent companies. Neither has it held or negotiated shares in the
year closing on 30.09.2015, or purchased any, either this year or in the next.
The Board, therefore, has nothing to report for the
purposes of art. 2428, paragraph 2, points 3 and 4
of the Italian Civil Code
Relations with affiliates and related parties
Below is a summary of the Group’s relations during the financial year with its subsidiary LE Holding S.r.o. with registered office in Bratislava (Slovak
Republic), with the company LE Trading A.S. also
based in Bratislava (Slovak Republic) and owned
by 50% by LE Holding S.r.o. (affiliate), with Europe
Energy Efficiency S.r.l. owned by 50% by Europe
Energy S.p.A., as well as Europe Energy UK (United
Kingdom) owned by 60% by Europe Energy S.p.A.
and held for sale:
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All transactions with related parties fall within the
Group’s standard business administration and are
regulated by standard market conditions, i.e. those
that would normally apply between two independent
parties. For further details, please refer to the charts
in the Explanatory Notes.
Information about the Environment
IWe believe that the Group’s energy trading with
wholesalers respects the laws on environmental

protection in the energy industry, and that there is
no likelihood of liabilities arising and/or of damage to
the environment.

Corporate workforce - Overview
The Group’s workforce as of September 30, 2016
consists of 73 employees (69 as of 30.09.15) broken down as follows:

MISCELLANEOUS INFORMATION

As for the companies not included in the scope of consolidation, the corporate workforce can be broken

With reference to the period reviewed, please note
that:
•

here were no injuries or deaths in the workplace for
which the Group is directly responsible

•

there were no charges for occupational illnesses

involving employees (including former ones) which
construe direct responsibility for the Group;
•

there were no cases of mobbing for which the
Group has been declared permanently responsible.

Milan, 23 march 2017
The Sole Director
(Matteo Ballarin)
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CONSOLIDATED STATEMENT OF
FINANCIAL POSITION
Note

30.09.2016

1

974.748

30.09.2015

ASSETS
NON-CURRENT ASSETES

Tangible assets

1.749.619

Land

220.788

176.760

Buildings

642.412

614.600

Plant and Equipment

3.146

821.687

Vehicles

3.820

7.204

104.582

129.368

697.110

695.297

Other Buildings, Plant and Equipment

Intangible assets

2

Patents, Trademarks and Other Rights

27.843

26.030

669.267

669.267

3

1.380.179

9.000

4

1.380.179
399.248

9.000
328.682

3.451.285

2.782.598

Goodwill
Financial assets
Investment property
Deferred tax assets
TOTAL NON-CURRENT ASSETS
CURRENT ASSETS
Inventories

5

653.771

9.962

Current financial assets
Assets held for sale
Tax receivables

6

1.892.084
18.965

1.727.746
0

Trade receivables
Cash and cash equivalents
Other current assets

7
8

6.551.755

5.048.334

9
10
11

42.990.312

47.708.433

7.209.836

10.405.140

12.522.615

TOTAL CURRENT ASSETS

71.839.338

5.942.942
70.842.557

TOTAL ASSETS

75.290.623

73.625.155

Note

30.09.2016

30.09.2015

SHAREHOLDERS’ EQUITY AND LIABILITIES
SHAREHOLDERS’ EQUITY

12

Share capital

1.908.730

1.908.730

Other reserves
Retained earnings (losses)

9.462.357

6.170.858

Reserve for actuarial gains (losses)
Operating profit (loss) for the year
Group Shareholders’ Equity
Minority interests

-1.803

0

-11.753

6.090

1.341.919

3.273.816

12.699.440

11.359.494

0

5.162

12.699.440

11.369.656

13

189.058

1.141.816

Provision for risks and charges
Post-employment benefit and retirement reserves

14
15

268.623

317.848

223.514

138.606

Deferred tax liabilities

16

61.428

234.457

TOTAL SHAREHOLDERS' EQUITY
NON-CURRENT LIABILITIES
Non-current financial liabilities

TOTAL NON-CURRENT LIABILITIES

742.623

1.832.727

CONSOLIDATED BALANCE SHEET

CURRENT LIABILITIES

Note

Current financial liabilities

17

14.878.465

19.008.236

18

191.912

2.937.812

19
20

44.790.969

36.562.922

1.987.214
61.848.560

1.918.802
60.427.772

TOTAL LIABILITIES

62.591.183

62.260.499

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

75.290.623

73.625.155

Tax payables
Trade payables
Other current liabilities
TOTAL CURRENT LIABILITIES

30.09.2016

30.09.2015
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CONSOLIDATED INCOME STATEMENT
Notes
REVENUES

30.09.2016

30.09.2015

444.093.873

963.826.626

Revenues

21

442.960.108

958.387.245

Other income

22

1.133.765

5.439.381

442.018.096

957.122.039

23

429.755.655

944.414.968

Other operating costs

24

Payroll costs

25

8.861.957
3.400.484

9.557.055
3.150.016

OPERATING COSTS
Cost of raw materials, supplies, goods

GROSS OPERATING MARGIN
Amortisation, depreciation and other provisions

2.075.777
26

NET OPERATING MARGIN

190.973

1.976.661

6.513.614

Financial income

27

549.595

Financial expenses

28

-750.326

NET FINANCIAL INCOME AND EXPENSES
Income (expenses) from investments
Financial income (expenses) from Group companies

29
30

PROFIT BEFORE TAXES

Income tax
NET PROFIT (LOSS) FOR THE YEAR
NET PROFIT (LOSS) ATTRIBUTABLE TO
OWNERS OF THE PARENT AND MINORITY
INTERESTS

PROFIT (LOSS) ATTRIBUTABLE TO
MINORITY INTERESTS

PROFIT (LOSS) ATTRIBUTABLE TO OWNERS
OF THE PARENT

31

6.704.587

99.116

995.952
-1.195.843

-200.731

-199.891

-165.267

-964.163
120.663

110.603

1.721.266

5.470.223

379.347

2.194.544

1.341.919

3.275.679

1.341.919

0

1.341.919

3.275.679

1.863

3.273.816

CONSOLIDATED INCOME STATEMENT

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
NET PROFIT (LOSS FOR THE YEAR)

30.09.2016
1.341.919

61

30.09.2015
3.273.816

Other components of comprehensive income:

0

A) CHANGES IN CASH-FLOW HEDGE RESERVE

0

0

- Profit (loss) from asset items in period

0

0

0

0

- Taxes (+/-)

B) ACTUARIAL GAINS (LOSSES)
- Actuarial gains (losses)

TOTAL OTHER COMPONENTS OF
COMPREHENSIVE INCOME AFTER TAXES
TOTAL PROFIT

0

-11.763

6.090

-11.763

6.090

-11.763

6.090

1.330.156

3.279.906

Milan, 23 march 2017
The Sole Director
(Matteo Ballarin)
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EXPLANATORY NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS AS OF 30/09/2016
ORGANISATION AND BUSINESS
OF THE COMPANY
Dear Shareholders,
the consolidated financial statements that we submit for your approval, which comprise the
Consolidated Statement of Financial Position, the
Consolidated Income Statement, the Consolidated
Statement of Comprehensive Income, the CashFlow Statement, these Explanatory Notes and the
Report on operations, and which report a profit after
taxes of Euro 1,341,919 and a net equity as of
September 30, 2016 of Euro 12,699,440, has
been drafted in accordance with the International
Financial Report-ing Standards (IFRS) issued by the
International Ac-counting Standards Board (IASB)
based on the text published for the first time in the
Official Journal of the European Union (G.U.C.E.).
As mentioned in the Report on operations, these are
the second consolidated financial statements drafted
by the Europe Energy Holding Group and have been
prepared by the parent company Europe Energy
Holding S.r.l. (formerly Light Energy S.r.l.), assuming
the date of September 6, 2012 as the date in which
Europe Energy Holding S.r.l. (formerly Light Energy
S.r.l.) “officially” took over control of the sub-group
Europe Energy S.p.A.
The Group owns stakes in two operating companies
in particular, Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A., which, starting from this
year and because entitled to do so, have decided
to apply the international accounting standards when
drafting the balance sheet. Please note also that the
Group owns a stake in LE Trading A.S., an operating
company located in the Balkans and which in turn
has branch offices in several countries of the area.
The application of the international accounting standards (IFRS) was positively received by the Group’s
subsidiaries, as we believe that on a whole, the
standards help provide an even better understanding
of the performance of the Group and its companies
to the recipients of the financial statements, especially insofar as concerns the line of business in which
the Group operates.
In fact, the transitioning of the balance sheet information of Europe Energy Holding S.r.l. to the international
accounting standards does not create any substantial difference in light of the Company’s nature of a
static holding. In contrast, if the consolidated financial
statements were drafted in accordance with the Italian accounting standards (ITA GAAP), the translation
of the balance sheets of subsidiaries Europe Energy
S.p.A. and Europe Energy Gas & Power S.p.A. in accordance with those standards could possibly pro-

vide a representation of the consolidated accounts
that would be inconsistent with those resulting from
the subsidiaries’ separate balance sheets.
For this reason, the financial statements have been
drafted in accordance with the international accounting standards, even though the parent company has
prepared the balance sheet by applying the Italian
accounting standards, as usual. For more information about the effects of the decision to apply the
international accounting standards to these financia
statements, please refer to the Explanatory Notes.
SCOPE OF CONSOLIDATION
The companies included in the consolidated fina cial statements are listed below:
Parent company:
- EUROPE ENERGY HOLDING S.R.L. - registered
office in Milan, ia Fratelli Gabba, 6.
The Group’s business involves:
a)

the trade and distribution of electricity, gas (including imports) and of any other energy carrier in any
form, including electronically through the platforms
of Italian and foreign stock exchanges, as well as
the trade of green certificates, white certificates
and CO2 emissions certificates (so-called “emission trading”).

b)

the sale of derivative financial instruments for any
type of energy carrier and/or product, though not
as core business, not for placement purposes and
not towards the public, with the exception of private savings collection reserved by law to banks
and financial institutes
the provision of post-meter/after-sales services on
installed systems and technology-related, including for the purpose of increasing efficiency and rationalising energy consumption, and including certification and the issue of “white certificates” and in
any case, of all activities normally conducted by an
ESCO (energy saving company);
the provision of consulting services and technical assistance on:
energy issues and related pricing strategies, selfproduction, cogeneration, energy savings and recoveries;
studies on the trend of domestic and international
markets of energy products;
management and corporate planning and production related to the activities mentioned above;
the construction, operation and maintenance of
electrical power plants and supply of electricity to
public or private entities.
In the context of the above, the Company may also:
- design, build, manage and service electrical
powe plants;
- carry out feasibility studies;
- file equests for all necessary authorisations;
- develop and complete projects and install plants

c)

d)
1.
2.
3.
e)
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f)

g)
h)

in the field of energy saving and power
generation in all its forms, with a key focus
on environmental protection and the use of
renewable energy sources; organise staff
training and refresher courses;
- provide services for the accounting and
distribution of energy costs and the collection of the applicable taxes, both directly
and on behalf of third parties;
the purchase, sale and management of real estate,
including both direct and indirect construction and
renovation of its own property or owned by third
parties, for civil, industrial, agricultural and retail
use typically aimed at their sale, exchange and
management, including through concessions of
various kinds to third parties;
the purchase, sale and management of land and
farms, and their lease;
the conduction of all commercial, industrial, financial
real estate and securities transactions deemed

SCOPE OF CONSOLIDATION
The companies included in the scope of consolidation are owned either directly by Europe Energy
Holding S.r.l. or indirectly through its subsidiary Europe Energy S.p.A.
The whole group has mainly aimed at developing
Company

i)

j)

necessary or useful for the achievement of the
corporate purpose, including the provision of collateral (real and personal guarantees), also for the
benefit of thi d parties;
the acquisition of stakes (including shares) and the
purchase of shares from other companies, provided not as core business and in any case, in compliance with and within the limits of the applicable legislation, with the exclusion of credit supply,
public savings collection and the sale of shares,
interests and stakes of any type of company to
third parties;
the direct execution of all those actions aimed at obtaining discounts or benefits of any sort granted
by regional offices, the Italian Government and
European Union to favour its production and lines
of business, with the right to request and obtain
administrative grants, sign any type of contract or
agreement with any entity, public administration or
private operator, mutual companies and agencies.

its trading in electricity, gas and other energy carriers on the platforms of Italian and foreign stock exchanges, and the trade in green certificates, white
certificates, CO2 emissions certificates (so-called
“emission trading”) and related hedging financial instruments and the dispatching of electricity and gas
to end users.

Date of incorporation /
acquisition

% stake as of
30.09.2016

Main line of
business

Europe Energy Sales Management S.r.l. (*) (formerly
Beta Energy S.r.l.)

12/01/2012

100%

Trading
EE/Agenzia

Brenno Power S.r.l. (*)

07/02/2012

100%

Trading EE

Cognolo Energia S.r.l. (*)

07/02/2012

100%

Trading EE

Pieve Idroenergia S.r.l. (*)

02/08/2012

100%

Trading EE

Europe Energy Gas & Power S.p.A. (*)

07/02/2012

100%

Vendita EE
e GAS

SMBA Energy S.r.l. (*)

21/09/2012

100%

Trading EE

Europe Energy Efficiency S.r.l. (**)

17/07/2012

50%

Trading EE

LE Holding S.r.o (***)

17/07/2013

90%

Holding

LE Trading SA (**)

22/03/2016

50%

Trading EE

Europe Energy UK Ltd (****)

07/10/2015

60%

Trading EE

(*) Stake owned through subsidiary Europe Energy S.p.A.
(**) 50% stake owned indirectly through subsidiary Europe Energy S.p.A. which was not consolidated because not deemed
significant
(***) Stake not falling within the scope of consolidation in the year commented herein, due to the fact that the company is in
liquidation.
(****) 60% stake owned indirectly through subsidiary Europe Energy S.p.A. which was not consolidated, as it was sold in
November 2016, and which is listed under current assets intended for sale.
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At the end of the preparation of these consolidated
financial statements have been consolidated to prepare a budget beforehand “sub-” subgroup “Europe
Energy S.p.A.” operating the following consolidation
adjustments:
- aggregation of financial statements of the subsidiaries in Europe Energy S.p.A.;
- cancellation of shareholdings held by the Group in
the subsidiaries referred to above;
- cancellation of the mutual economic and financia
balances.
This “sub-consolidated” balance sheet was then incorporated into the balance sheet of the Parent company, carrying out the following adjustments:
- cancellation of mutual economic and financial relations between the parent company and the companies included in the scope of “sub-consolidation”;
- cancellation of “sub-consolidated” stake in Europe
Energy S.p.A;
The effects of these adjustments are described in
detail in the reconciliation statement of the Net Equity and operating profit, as resulting from the Parent company and the Group’s consolidated balance
sheet.
CONSOLIDATED FINANCIAL STATEMENTS REFERENCE DATE
The consolidated financial statements closed on
30.09.2016, which is the closing date for all companies included in the scope of consolidation.
With regard to the criteria applied when preparing the
financial statements of the subsidiaries and the fina cial position of the Parent company, please refer to
the above section of these Notes.
These Explanatory Notes are broken down into the
following parts:
- part A: Application of international accounting
standards;
- part B: Consolidation criteria;
- part C: Structure and content of the financial
state-ments;
- part D: Accounting policies;
- part E: Accounting standards, amendments and
newly published interpretations;
- part F: Other information relevant to the
preparation of the financial statements;
- part G: Information on Consolidated Statement of
Financial Position;
- part H: Information on Consolidated Income
Statement;
- part I: Risk management and other information;
- part L: Transition to international accounting
stand-ards IAS/IFRS as of October 1, 2014.

Part A
Application of international accounting standards
Following the entry into force of Legislative Decree
No. 38/2005, which regulates the right to draw up
the balance sheet and consolidated financial statements in accordance with the international accounting standards based on the options provided for in
article 5 of Regulation (EC) no. 1606/2002 issued by
the European Parliament and the European Council in July 2002, the Group Europe Energy Holding
S.r.l. (hereinafter referred to as “the Group”) freely
decided to apply the above-mentioned accounting
standards starting with the consolidated financia
statements as of June 30, 2016. Therefore, as of October 1, 2015, the Company introduced the measuring and assessment criteria established by the
International Financial Reporting Standards (“IFRS”)
and the interpretative principles issued by the Interpretations Committee (“IFRIC”), formerly known
as the Standing Interpretations Committee (“SIC”),
which were approved by the European Commission
and deemed applicable to the Company’s transactions. In this context, it should be noted that the
accounting standards applied are consistent with
those adopted (based on the IFRS) for the preparation of the opening Income Statement as of October 1, 2014 (the “date of First Time Adoption”), as
well as for the Income Statement as of September
30, 2015, as restated by the IFRS and published in
the following paragraph of these Explanatory Notes,
which we kindly ask that you refer to. Said paragraph (“Transition to international accounting standards IAS/IFRS as of October 1, 2014”) includes the
reconciliations between the consolidated economic
and financial position of the Company in the previous financial year drawn up according to the new
standards and the accounting standards applied
previously, as well as the reconciliations and the
Explanatory Notes required by standard IFRS 1 for
first-time adoption of the international accounting
standards referring to the opening Income Statement as of October 1, 2014. The Company decided
not to apply accounting standards IFRS 8 “Operating Segments” and IAS 33 “Earnings per share”, as
it does not fit the case for which application of those
standards is mandatory (companies with shares
listed on the stock exchange or that file their fina cial statements with a Securities Commission for the
Stock Exchange for the purpose of issuing ordinary
shares in a public market). The financial statements
and the information contained in this balance sheet
have been prepared in accordance with internation-
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al accounting standards IAS 1 and IAS 7, in particular insofar as concerns the cash flow statements.
When drafting the latter, the Company applied the
international accounting standards and their interpretations in force on September 30, 2016. The balance sheet was prepared based on the assumption
that the Company will continue to pursue, as the Directors have verified the absence of nancial, managerial or other indicators that could point to critical
issues about the Company’s ability to meet its fina cial obligations in the foreseeable future. The risks
and uncertainties involved in the corporate business
are described in the relevant section of these Notes.

Part B
Consolidation criteria
For subsidiaries included in the consolidated fina cial statements, the Board applied the method of
“full” consolidation, which, as mentioned earlier,
provides for the inclusion in the financial statements
of the parent company of the financial statements of
its subsidiaries, and consequently for the replacement of the item “Investments” offset by the respective items under the Net Equity.
Deleting the item “Investments” led to the emergence of differences in consolidation, as described
more in detail later on in these Notes.
Reciprocal financial and economic items originating
from relations between the fully consolidated companies were cancelled.
The closing date of the balance sheet of the companies included in the scope of consolidation is the
same as the closing date of the consolidated balance sheet.
Subsidiaries
Subsidiaries are companies directly controlled by
the Group, as defined by IFRS 10 (consolidated
nancial statements). This control is based on the
simultaneous presence of the following three elements: (a) power over the subsidiary; (b) exposure,
or rights, to variable returns from involvement with
the given subsidiary; (c) ability to use the power to
in uence the amount of such variable returns. The
nancial statements of subsidiaries are included in
the consolidated balance sheet from the date on
which the Group assumes control until the time in
which the subsidiary ceases to exist. The shares of
net equity and the operating profit attributable to
minority shareholders are reported separately in
the Consolidated Statement of Financial Position

and in the income statement.
Affiliates
These are companies on which the Group has a significant influence, but not full or joint control, over
their financial a nd o perating p olicies, a s d efined in
IAS 28 (Investments in affiliates).
Minority shareholders
The proportion of share capital and reserves attributable to minority shareholders in subsidiaries and the
share of profit or loss for the accounting period of the
subsidiaries included in the consolidation scope attributable to them are identified separately in the Consolidated Income Statement and Consolidated
Statement of Financial Position. Changes in
shareholdings of subsidiaries that do not involve
acquisition/loss of control are listed among changes in
net equity.
Intercompany dividends
Dividends distributed between Group companies
are eliminated from the consolidated income statement.

Part C
Structure and content of the financial statements
General principles
The criteria generally applied when accounting for
the assets and liabilities is the historical cost, except
for certain financial instruments for which, for the
purposes of standard IAS 39 (financial instruments),
the criteria of Fair Value is applied. Please note that
at the date of transition to the IAS/IFRS, some assets were calculated at their Fair Value instead of
their historical cost.
Below is a description of the layouts used when
drafting the consolidated balance sheet in accordance with those specified by standard IAS 1 and of
the most significant accounting standards and assessment criteria applied.
Balance sheet layouts
The Consolidated Income Statement is prepared
using the layout for the classification of revenues
and costs by type of item, highlighting the interim
results relating to EBITDA, the operating profit and
profit before taxes, so as to provide a more
accurate representation of the Company’s normal
trend of business. The layout chosen, in fact, is
consistent with the Company’s internal reporting
policy and business management, and with stand-
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ard international practice in the energy industry.
The Comprehensive Income Statement includes
any changes of Other comprehensive profit (or loss)
during the year, suspended in the net equity.
The financial position was prepared using the layout
that highlights the allocation of assets and liabilities
under “current/non-current assets”. An asset/liability is classified as current when it meets one of the
following criteria:
• the Company expects its accrual/expiry or to sell
or use it in the normal business cycle, or;
• is held primarily for negotiating purposes, or;
• the Company expects its accrual/expiry within
12 months from the balance sheet’s closing
date.
In the absence of all three conditions, the given asset/liability is classi ed as a non-current asset/liability.
The Cash Flow statement has been prepared
using the indirect method.

Part D
Accounting policies
Tangible assets

Tangible assets are booked at their cost of purchase,
production or contribution, and include any incidental
and direct costs necessary to make the asset

The Statement of Changes in Equity shows the
changes in net equity items that refer to:
• distribution of the operating profit
• amounts referring to transactions with shareholders (purchase and sale of treasury
shares);
• each item of profit and loss net of any fisca
effects which, as required by the IAS/IFRS,
are alternately charged directly to Net Equity
(actuarial gains and losses generated by the
evaluation of fixed benefit plans) or that have
their counterpart in an equity reserve (effect
of transactions under common control), the
impact of which is then reflected directly in
the net equity;
• changes in revaluation reserves of derivative instruments to hedge future cash flows, net of
any fiscal e fects;
• the effect caused by possible changes in the
accounting standards.
For each significant item listed in the above statements, we have included a reference to these
Ex-planatory Notes, which provide the required
information and a detailed description of the
structure and changes compared to the previous
year.
available for use, and net of any contributions in kind.
Depreciation was calculated based on the
possibil-ity of using the assets to which it refers: this
notion of depreciation translates into a percentage
per year of the useful life of the assets depreciated
when drafting the balance sheet. The range of
depreciation rates is shown in the table below:

Depreciation rate
Plant and machinery

25%

Electronic office equipment

20%

Furniture and fixtures

15%

Vehicles

25%

Assets worth less than Euro 516.46

100%

The gains and losses on the sale and disposal of
fixed assets are calculated as the difference between revenues from sales and the net book value
of the asset, and are listed in the income statement
for the given accounting period.
If there are indicators of impairment, tangible assets are subject to an impairment test. The test is
described in the paragraph “Impairment of assets”.
Impairment may be subject to subsequent reversal
of impairment.

The financial leasing agreement signed for the building located in San Martino Buon Albergo (VR) is reported in the balance sheet according to the fina cial method, as required by IAS 17, which provides
for the purchase of the leased asset, debt financing
and reporting of the financial expense in the income
statement.
Goodwill
In the case of corporate acquisitions, the assets, liabilities and contingent liabilities acquired and iden-
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tifiable are measured at their Fair Value on the date
of acquisition. The positive difference between the
cost of purchase and the Company’s stake in the
Fair Value of these assets and liabilities is classified
as goodwill and is listed in the balance sheet as an
intangible asset with an indefinite useful life
Goodwill is not depreciated but is calculated annually, or more frequently if specific events or changed
circumstances point to a likely loss of value, in order
to identify any impairment, in accordance with IAS
36 (Impairment of assets). For more information,
please see the paragraph “Impairment of assets”.
The original value, however, is not restored if the
reasons that led to the impairment no longer apply.
After its initial calculation, goodwill is measured at
cost net of any accumulated impairment losses. At
the time of transfer of a part or the entire company
previously acquired and whose acquisition generated goodwill, in determining the gain or loss on disposal, the corresponding residual value of goodwill
is taken into account.
On first-time adoption of the IFRS, the Company
chose not to apply IFRS 3 - Corporate mergers retrospectively to acquisitions of companies that took
place before October 1, 2014, choosing to opt for
the exemption provided for by IFRS 1. As a result,
goodwill generated by acquisitions before the date
of transition to the IFRS was kept at the value previously calculated according to the Italian accounting
standards, subject to an audit and calculation of any
arising impairment.
Intangible assets
Other intangible assets
Intangible assets with a fixed useful life purchased
or manufactured entirely are listed under the assets,
in accordance with IAS 38 (Intangible assets), when
it is likely that their use will generate future economic benefits and their cost can be measured reliably.
These assets are measured at their cost of purchase
or production and depreciated on a straight-line basis over their estimated useful lives, which shall be
reviewed at least once a year. Any changes in the
depreciation criteria are applied prospectively. The
period of depreciation of intangible assets listed in
the Balance sheet varies from 3 to 5 years.
Intangible assets with fixed useful life are also audited to identify any impairment once a year, or whenever there is reason to believe that the asset may
have suffered impairment, in accordance with IAS
36. For more information, please refer to the para-

graph “Impairment of assets”. If the reasons which
had justified the impairment no longer apply in following years, the asset is restored to its original value, within the limits of the value that the asset would
have had if the impairment had never taken place.
Other intangible assets booked in the balance sheet
after the acquisition of a company are listed separately from goodwill, if their Fair Value can be measured reliably.
Industrial patent and intellectual property rights
These rights consist of permanent software licenses
whose depreciation is calculated over three years
starting from the financial year in which the cost was
incurred.
Concessions, licenses, trademarks and similar
rights
This item refers to the cost for the permanent license
on the software used to manage the Company’s
“core business” subject to depreciation according
to a five-year plan starting from the year in which the
license was purchased.
Investments
Investments in other companies that are classified
as non-current financial assets not allocated to trading (so-called investments available for sale) are initially booked at their Fair Value, and gains and losses arising from changes in Fair Value are booked
directly under equity as long as they are sold or have
suffered a loss of value. At the date, gains or losses
previously booked under net equity are listed in the
income statement for the accounting period.
Investments in other smaller companies for which
there is no Fair Value are booked in the Income
Statement at their cost inclusive of any impairment
losses.
Impairment of assets
At each balance sheet date, if the conditions apply, the Company reviews the carrying value of its
tangible and intangible assets to determine whether
there is any indication that those assets have suffered impairment (so-called “Impairment test”), in
accordance with IAS 36 (Impairment of assets).
The impairment test helps estimate the recoverable
amount of these assets to calculate any amount
of impairment. When it is not possible to estimate
the recoverable amount of an asset individually, the
Company estimates the recoverable amount of the
so-called “CGU-Cash Generating Unit” to which the
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asset belongs.
The recoverable amount is the higher of the Fair
Value less the costs of sale and the value in use of
the asset or CGU.

Inventory

The value in use of an asset or a CGU is the current value of the expected cash flows calculated by
applying a discount rate that reflects current market assessments of the value of money and the
risks specific to the a sset. Future cash ows re fer
to those expected over a given time span between
three and five years, as well as those taken from the
last year of the time span used to estimate the final
value.

Financial instruments

The long-term growth rate used for the purpose
of estimating the final value of the cash-generating
unit is taken to an extent not exceeding the average
rate of long-term growth in the industry, country or
market where the asset or the cash-generating unit
operates.
The value in use of the asset or CGU in a foreign
currency is estimated by discounting these flows on
the basis of an appropriate exchange rate for that
currency. The current value thus obtained is translated into Euros on the basis of the spot rate at the
reporting date of the calculated impairment.
Future cash flows are estimated with reference to
the current conditions of the cash-generating unit
and as such, neither the benefits of future restructuring plans for which the entity still does not have
a commitment nor future investments for improvement or optimisation of the unit are factored in the
calculation.
If the recoverable amount of an asset or CGU is
estimated to be less than its carrying amount, the
latter is reduced to a lower recoverable amount. An
impairment loss is booked in the income statement
immediately.
When an impairment no longer has reason to be
maintained, the carrying amount of the asset or
CGU, with the exception of goodwill, is increased
to the new value obtained from the estimate of its
recoverable amount, but is never higher than the net
book value that the asset or CGU would have had
if it the write-down for impairment had not been applied. The restored value is charged to the income
statement, unless the asset is valued at the adjusted amount, in which case the reversal is ascribed to
the revaluation reserve.

Inventories are booked at their specific cost of purchase or the presumable value of realisation, depending on the market trend, whichever is lesser.
A financial instrument is any agreement that generates a financial asset for a company and a financial
liability or equity instrument for another company.
Financial assets
A financial asset is any asset representative of the
following:
• cash and cash equivalents;
• a contractual right to receive cash or another
type of financial asset f om another entity;
• a contractual right to exchange financial instruments with another entity under potentially
favourable conditions;
• an instrument representative of the net equity of
another company;
• a contract (including hedges) that is or can be
adjusted with the company’s own equity instruments.
Financial liabilities and net equity
A financial liability is any liability that is representative
of a contractual obligation to:
• pay cash or another financial asset to another
company;
• exchange financial instruments with another
entity under potentially favourable conditions;
• a contract (including hedges) that is or can be
adjusted with the company’s own equity instruments.
An equity instrument is a contract that represents a
share of residual interest in the assets of a company
after deduction of its liabilities. These include, for
example, shares or rights to purchase or subscribe
shares of the company.
Financial assets and financial liabilities booked at
their Fair Value when the contractual rights and obligations provided for by the instrument accrue.
Their initial reporting takes into account the transaction costs directly attributable to the acquisition
and the issuing costs that are included in the initial
assessment of all assets and liabilities defined as
financial instruments. Subsequent evaluation depends on the type of instrument. More speci cally:
•

assets held for trading, excluding derivative instruments, are listed at their Fair Value with
any changes in Fair Value accounted for in
the Income statement. This category mainly
comprises trading shares and so-called trad-

EXPLANATORY NOTES

•

•

ing activities discussed below;
other financial assets and financial liabilities other than derivatives and investments with fixe
or quantifiable payments are listed at their depreciated cost. Any transaction fees incurred
during acquisition/sale are factored as direct
nominal value adjustment of the given asset/
liability. Financial income/expenses are then
recalculated applying the actual interest rate
method. This category includes non-current
loans and receivables, trade receivables and
other receivables generated by the Company,
financial payables, trade payables and other
payables, and other financial liabilities
assets available for sale are listed at their Fair
Value and the gains and losses they generate are accounted for under net equity, more
specifically under “Other comprehensive income items”. The Fair Value is booked in the
income statement on the actual date of sale.
The impairment losses in Fair Value are listed
directly in the income statement whenever
there is objective evidence that a financial asset has suffered impairment, even if the asset
has not been sold yet. Unlisted equity investments for which the Fair Value is not readily
quantifiable instead are listed at the reduced
cost due to long-term impairment.

All derivative nancial instruments are listed at their
Fair Value, as established by the aforementioned
standard IAS 39.
The assessment principles used by the company for
the purpose of measuring Fair Value make leverage
as much as possible on the “market” data and, on
the other hand, rely as little as possible on speci c
inputs within the Company. In fact, to calculate the
Fair Value of these contracts, the Company uses the
settlement price of the stock exchanges (IDEX for
Italy and EEX for France and Germany).
For hedges consisting of “over the counter” contracts, which are not listed on active markets, and
therefore deprive the Company of an official and
consistent stock exchange listing, the Company
uses the prices for each product type of the last
signi cant amount negotiated as of 30.09.2016
(“last trade”) by the main Italian market operating
broker, i.e. Tradition Financial Services Ltd., as reference value. The Fair Value for these instruments
was therefore calculated as the difference between
the contract price and the price of the “last trade”.
The Company eliminates a financial asset from the
balance sheet when it transfers the contractual right
to receive cash flows relating to the same or when

the right expires. When a financial asset is
trans-ferred, the level to which the risks and
benefits that are inherent with owning the
financial asset are transferred needs to be
assessed. More specifically:
• If the Company substantially transfers all the
risks and benefits of ownership of the fina cial asset, it eliminates the asset sold and
separately factors any rights and obligations
created or maintained as a result of the transfer;
• If the Company substantially retains all the risks
and benefits of ownership of the financial asset,
it continues to account for the asset.
Financial liabilities are removed from the
Consolidated Statement of Financial Position
when the spe-cific contractual obligation has
expired. A contractual right expires also when
changes are made to existing contractual terms, if
the new terms have significantly changed the
original terms and, at any rate, when the cur-rent
value of the cash flows that the amended
agreements will generate is more than 10%
higher than the value of the discounted cash flows
of the original liability. The Fair Value of financial
instruments traded on an active market is based
on the market prices at the balance sheet date.
The Fair Value of instruments not traded on an
active market is calculated by ap-plying the
appropriate evaluation methods.
Accounting
standard
IFRS
7
(financial
instruments: disclosures) requires a description of
the goals, poli-cies and procedures applied by
the Company for the different types of financial
risks (liquidity, market and credit) to which the
Company is exposed, in-cluding a sensitivity
analysis for each type of market risk (foreign
currency
exchange,
interest
rate,
equity,
commodity) and information regarding the
minimum and maximum concentration and
average expo-sures to various types of risk during
the accounting period, if the exposure at the end of
the period is not sufficiently representative.
Accounting standard IAS 1 regulates, among
other things, the obligation to provide information
about the goals, policies and processes for
managing
capital,
specifying,
if
capital
requirements are im-posed by third parties, the
nature and the methods of management and any
consequences of failure to comply with them. For
the qualitative and quantita-tive analysis, please
refer to the section “Information about financial
risks” and the information contained in the Report
on operations.
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Post-employment benefit and retirement
reserves
The reserves for post-employment benefit are
calculated by ap-plying an actuarial method. The
amount of rights over the accounting period by
employees is listed in the income statement
under the item personnel costs, while the
figurative financial burden that the Company
would incur if it were to request a loan for the
same amount of the severance pay is listed under
the net financial income (expenses). Actuarial gains
and losses that reflect the effects of changes in the
actuarial assumptions applied are listed under
comprehensive income, taking into account the average number of years that employees are expected
to continue working for the Company.
More specifically, after the introduction of Financial
Law No. 296 dated December 27, 2006, the Company has calculated only the liability for severance
pay accrued and deposited with the Company for
the purposes of IAS 19, as the share accrued has
been paid to a separate institute (supplementary
pension fund or INPS - Italian social insurance and
security fund). As a result of these payments, the
Company will no longer have obligations for work
performed by employees in the future (so-called defined contribution plan).
Provisions for risks and charges
The Company factors risks and charges whenever it
has an obligation, legal or implicit, for a past event,
when it is probable that a use of resources will be required to fulfil the obligation, and when a reliable estimate can be made of the amount of the obligation.
This obligation can be legal, contractual or derive
from the Company’s conduct statements such to
lead the third parties to reasonably expect that the
Company is responsible or assumes responsibility
to fulfil an obligation (so-called “implicit obligations”).
Changes in estimates are reflected in the income
statement in the period in which the change occurred.
Provisions, if the financial effect of time is significant,
are determined by discounting the expected future
cash flows at a discount rate that reflects the current market assessment of the cost of borrowing in
relation to the time and the effect of discounting is
listed under borrowing costs.
Cost and revenue
Revenues and income, costs and expenses are

entered net of returns, discounts, rebates and premiums, as well as taxes directly associated with the
sale of products and the provision of services.
Revenues from sales are accounted for when the
significant risks and benefits of owning the assets
are transferred to the buyer (moment that generally
coincides with the shipment of the goods).
Financial income and expenses are listed on an
accruals basis using the amount financed and the
effective interest rate applicable, which is the rate
that discounts the estimated future cash receipts/
payments over the expected life of the financial asset/liability to restore them to the book value of the
given asset.
Dividends are accounted for when the right to receive a payment from shareholders that is normally
processed during the year in which the shareholders of the subsidiary meet to decide on the distribution of profits or eserves.
Taxes and levies
Income taxes for the year consist of the sum of current and deferred taxes:
• current taxes are based on the taxable operating profit in the accounting period. Taxable
income may differ from the operating profit
reported in the income statement due to the
positive and negative items that will be taxable or deductible in other accounting periods and also excludes items that are never
taxable or deductible. The liability for current
taxes is calculated using the rates applicable
on the closing date of the balance sheet;
• prepaid and deferred taxes are taxes that the
Company expects to pay or to recover on
the temporary differences between the book
value of the assets and liabilities and the corresponding tax base used to calculate the
taxable income determined by applying the
tax rates in force at the time when the temporary differences will accrue or expire.
In addition, deferred taxes are calculated on
all temporary differences arising between the
tax base of an asset or a liability and the book
value that appears in the balance sheet, with
the exception of goodwill, which is not deductible, and those differences arising from
investments in subsidiaries for which cancellation is not expected in the foreseeable
future. Deferred tax assets are listed to the
extent that it is considered likely that there
will be future taxable tax results that allow the
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use of deductible temporary differences. The book
value of deferred tax assets is reviewed on the
closing dare of every balance sheet and re-duced
to the extent that the achievement of suf-ficient
taxable income to allow all or part of the re-covery
of such assets is deemed unlikely. Deferred taxes
are booked directly in the income statement,
except for those relating to items booked directly
under comprehensive income, in which case the
deferred tax is also booked under other
comprehensive income.
Deferred tax assets and liabilities are offset when
there is a legally enforceable right to offset current
tax assets and liabilities and when they refer to taxes
owed to the same taxation authority and the Company intends to liquidate the current tax assets and
liabilities on a net basis.

Part E
Accounting standards, amendments and newly
published interpretations
Accounting standards and amendments applicable
from January 1, 2016
The following accounting standards, amendments
and interpretations of the IFRS were applied for the
first time by the Company as of October 1, 2014
• Amendments to IAS 37 “Provisions, Contingent
Liabilities and Contingent Assets” (published
on November 21, 2013) and concerning the
accounting of provisions as liabilities with an
uncertain expiry or amount.
• Amendments to IAS 19 “Defined Benefit Plans:
Employee Contributions” (published on November 21, 2013) concerning the accounting
of contributions made by employees or third
parties to defined benefit plans
• Amendments to IFRS 11 Joint Arrangements
– “Accounting for acquisitions of interests in
joint operations” (published on May 6, 2014)
concerning the accounting of the acquisition
of interests in a joint operation which constitutes a business.
• Amendments to IAS 16 – Property, plant and
Equipment and IAS 38 – Intangible Assets
– “Clarification of acceptable methods of depreciation and amortisation” (published on
May 12, 2014) according to which a depreciation method based on revenues is considered inappropriate because generally, the
revenue generated by an asset that includes
the use of the asset depreciated generally
reflects factors other than just the consumption of economic benefits of the given asset,
which is, however, required for depreciation.
The adoption of this amendment did not have
an effect on the Company’s consolidated nancial statements.
• Amendment to IAS 1 – “Disclosure Initiative”
(published on December 18, 2014): the goal

of the amendments is to clarify elements of
information that may be perceived as impediments to a clear and intelligible drafting of the
balance sheets. The adoption of this amendment did not have an effect on the Company’s consolidated financial statements
Lastly, as part of the annual process of improvement
of the standards, on December 12, 2013, the IASB
published the document “Annual Improvements to
IFRSs: 2010-2012 Cycle” (including IFRS 2 Share
Based Payments – Definition of vesting condition,
IFRS 3 Business Combinations – Accounting for
contingent consideration, IFRS 8 Operating segments – Aggregation of operating segments and
Reconciliation of reportable segments’ assets to the
total of the entity’s assets, IFRS 13 Fair Value Measurement – Short-term receivables and payables)
and on September 25, 2014, the document “Annual
Improvements to IFRSs : 2012-2014 Cycle” (including: IFRS 5 – Non-current Assets Held for Sale and
Discontinued Operations, IFRS 7 – Financial Instruments: Disclosure and IAS 19 – Employee Benefits),
which partly supplement existing principles.
IFRS accounting standards, amendments and interpretations not yet adopted by the European Union
On the closing date of these consolidated financia
statements, the competent bodies of the European
Union had not yet approved application of the amendments and accounting standards described below.
• Standard IFRS 15 – Revenue from Contracts with
Customers (published on May 28, 2014 and
supplemented with further clarifications published on 12 April 2016) will replace IAS 18 –
Revenue and IAS 11 – Construction Contracts,
as well as the interpretations of IFRIC 13 – Customer Loyalty Programmes, IFRIC 15 – Agreements for the Construction of Real Estate, IFRIC
18 – Transfers of Assets from Customers and
SIC 31 – Revenues-Barter Transactions Involving Advertising Services. The standard establishes a new model for accounting revenues that will
apply to all contracts concluded with customers
except those that fall within the scope of other
IAS/IFRS such as lease agreements, insurance
contracts and financial instruments. The basic
steps for the accounting of revenues according
to the new model are:
identification of the contract with the customer
identification of the contract’s performance obligations;
pricing;
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-

allocation of the price of the contract’s performance
obligations;
criteria for inclusion of revenue when the entity satisfies each performance obligation

The standard will apply from January 1, 2018 but
earlier application is permitted. Although the Directors
have not completed the systematic analysis of the case
and, in particular, a detailed analysis of customer contracts, they do not expect the application of IFRS 15
will have a significant impact on the amounts entered
under revenue and on the information contained in the
Group’s consolidated financial statements
• Final version of IFRS 9 – Financial Instruments
(published on July 24, 2014). The document
incorporates the results of the stages involved
in classification and measurement, Impairment
and Hedge accounting of the IASB’s plans to replace IAS 39. The new standard, which replaces
previous versions of IFRS 9, should be applied
for financial statements beginning on or after
January 1, 2018.
• On January 13, 2016, the IASB published IFRS 16
– Leases that will replace IAS 17 – Leases, as
well as the interpretations of IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC15 Operating Leases — Incentives and SIC- 27
Evaluating the Substance of Transactions Involving the Legal Form of a Lease.
The new standard provides a new definition of
lease and introduces a criteria based on the control
(right of use) of an asset for distinguishing lease agreements from service agreements, identifying the following discriminating factors: the identification of the right,
the right to replacement thereof, the right to substantially receive all of the economic benefits arising from the
use of the asset, and the right of direct use of the asset
covered by the agreement.
The standard establishes a single model for the accounting and evaluation of lease agreements for the
tenant (lessee) that provides for the inclusion of the asset covered by the operating lease under assets with a
financial debt as offset account, while also providing the
option of not considering agreements for “low-value assets” and leases with a term of or less than 12 months
as lease agreements. Instead, the Standard does not
introduce significant changes for landlo ds (lessors).
The standard applies from January 1, 2019 but earlier
application is permitted, only for Companies/Groups
that have applied IFRS 15 - Revenue from Contracts
with Customers in advance to the scheduled date. The
Directors expect that the application of IFRS 16 may
have a significant impact on accounting for leases and

related information contained in the Group’s consolidated financial statements. However, it is not possible to
provide a reasonable estimate of the actual effects until
the Company has completed a detailed analysis of the
relevant contracts.
• On December 18, 2014 ,the IASB published the
document “Investment Entities: Applying the
Consolidation Exception (Amendments to IFRS
10, IFRS 12 and IAS 28)” (published on December 18, 2014), which introduces amendments
relating to issues raised as a result of the application of the consolidation exceptions granted
to investment entities.
• On January 19, 2016, the IASB published the
document “Recognition of Deferred Tax Assets
for Unrealised Losses (Amendments to IAS 12)”,
which introduces changes to international accounting standard IAS 12. The document aims
to provide some clarifications on the accounting
of deferred tax assets on unrealised losses upon
the occurrence of certain circumstances and on
the estimated taxable income for future years.
The changes will apply as of January 1, 2017
but early adoption is permitted.
• On January 29, 2016, the IASB published the
document “Disclosure Initiative (Amendments
to IAS 7)”, which introduces changes to international accounting standard IAS 7. The document
is meant to provide certain clarifications in order
to improve the information on financial liabilities.
More specificall , the changes require Companies/Groups to provide information that enables
users of the financial statements to understand
changes in liabilities arising from financing operations.
• On June 20, 2016, the IASB published the document “Classification and measurement of sharebased payment transactions (Amendments
to IFRS 2)”, which includes some clarification
in connection with the accounting of effects of
vesting conditions in the presence of cash-settled share-based payments, the classification of
share-based payments with characteristics of
net settlements and the accounting of changes
to the terms and conditions of a share-based
payment that modify classification from cashsettled to equity-settled. The amendments will
apply from January 1, 2018 but earlier application is permitted.
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Part F
Other information relevant to the preparation of the
financial statements
Use of estimates
The preparation of the consolidated financial statements requires that the Directors make estimates
and assumptions that affect the reported amounts
of revenues, costs, assets and liabilities, and the
disclosure of contingent assets and liabilities on
the closing date of the consolidated financial statements.
The estimates and assumptions are based on experience and other factors thought to be relevant. The
actual results that appear in the balances therefore
may differ from those estimates. The estimates and
assumptions are reviewed from time to time and the
effects of every variation are re ected in the income
statement in the period in which the estimate is revised, if the revision affects only that period, or even
in subsequent periods if the revision affects both the
current year and future results.
Below is a summary of the critical evaluation processes applied by the Company in the process of
applying the accounting standards insofar as concerns future events that are likely to have significant
effects on the values reported in the consolidated
financial statements or that can lead to significant
value adjustments to the book value of the assets
and liabilities in the year following the accounting
period of the balance sheet.
Provision for bad debt
This item re ects the management’s estimate of the
losses on the portfolio of loans to customers.
Provisions are made against expected losses on
receivables, estimated on the basis of past experience with regard to receivables with similar credit
risk and the careful monitoring of the quality of the
loan portfolio.
Though the provision is considered reasonable, the
use of different assumptions or changes in the economic conditions may be reflected in changes in
the provision for credit impairment and thus have
an impact on the Company’s operating profit. The
estimates and assumptions are reviewed from time
to time and the effects of any changes are reflected
in the income statement in the period concerned.
Recoverability of tangible and intangible assets
Tangible and intangible assets are depreciated when
events or changes in circumstances imply that their
book value is not recoverable.

The type of events that can result in a write-down of
assets include: change in business plans, changes
in market prices and currency exchange rates that
may result in lower operating performance, reduced
plant use, changes, updates of the pharmaceutical
regulatory framework, and changes in the cash-flow
discount rates.
The decision whether to depreciate an asset and its
quantification depend on highly uncertain assessments of the Directors of complex factors, including
the future trend of prices and currency exchange
rates, the impact of inflation and technological advances on production factors, production profiles
and conditions of supply and demand on a global,
national and regional level.
Depreciation is calculated by comparing the book
value in the balance sheet for the asset or cashgenerating unit to which it belongs, with its recoverable amount, which is the higher of the Fair Value net
of disposal costs, and the value in use calculated by
discounting the expected cash flows resulting from
the use of the asset or cash-generating unit to which
the asset belongs, net of disposal costs. Expected
cash flows are calculated in light of the information
available at the time of the estimate and based on
subjective judgements on the performance of future
variables such as price, cost, demand growth rates
and production profiles, and are discounted applying a rate after taxes that takes into account the risk
inherent in the asset concerned.
The loss in the value of an asset is restored when
there is reason to believe that its value has reduced
or the asset no longer exists, or when there has
been a change in the estimates used to calculate
the recoverable amount.
Recoverability of deferred taxes
As of September 30, 2016, the consolidated nancial statements presents deferred tax assets
that are related to the impact of temporary differences between the statutory values and their values
booked for fiscal purposes, which can be used in
subsequent years within the limits of the Company’s
ability to generate taxable profits
The assessment takes into account the recoverability of the above estimate of future taxable profits
Pension plans
Severance pay can be classified as a defined benefit
plan.
The Company applies different statistical assumptions and evaluation factors with the aim of anticipating future events for calculating charges, liabili-
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ties and assets relating to these plans. The assumptions concern the discount rate, the expected return on
plan assets, and the rates of future salary increases. In addition, the Company’s actuarial consultants apply
subjective factors, such as the relative rates of mortality and turnover.
Other balance sheet items
In addition to the items mentioned above, estimates were made:
• when calculating the useful life of tangible and intangible assets for the purpose of calculating depreciation;
• the unrealised profit/loss (Fair alue) of financial derivatives
Risk management
With reference to the information referred to in art. 2428, paragraph 2, number 6-bis of the Italian Civil
Code, which calls for a description of the goals, policies and risks involved in financial risk management,
please refer to the following paragraph “Information on financial risks”, which includes a detailed
description, and to the Report on operations.

Part G

Information on Consolidated Statement of Financial Position
All items are listed in units of Euro.

ASSETS
Current
Period

Previous Period

Tangible assets

974,748

1,749,619

- Land

220,788

176,760

- Buildings

642,412

614,600

3,146

821,687

NON-CURRENT ASSETS

- Plant and Equipment
- Vehicles

3,820

7,204

- Other Buildings, Plant and Equipment

104,582

129,368

Intangible assets

697,110

695,297

27,843

26,030

- Patents, trademarks and other rights
- Goodwill

669,267

669,267

Financial assets

1,380,179

9,000

- Investment Property

1,380,179

9,000

399,248

328,682

3,451,285

2,782,598

Deferred tax assets
Total
CURRENT ASSETS
Inventories
Current financial assets
Assets held for sale

653,771

9,962

1,892,084

1,727,746

18,965

0

Tax receivables

6,551,755

5,048,334

Trade receivable

42,990,312

47,708,433

7,209,836

10,405,140

Cash and cash equivalents
Other current assets

12,522,615

5,942,942

Total

71,839,338

70,842,557
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NON-CURRENT ASSETS

1. Tangible assets
The item buildings, plant and equipment amounted to Euro 974,748 (Euro 1,749,619 in the previous
year) and are valued at their cost of purchase.
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below.
Tangible assets: breakdown by principle of evaluation
Current Period

Previous Period

Land

220,788

176,760

Buildings

642,412

614,600

Plant and equipment

3,146

821,687

Vehicles

3,820

7,204

Other Buildings, Plant and Equipment

104,582

129,368

Total

974,748

1,749,619

Buildings, plant and equipment for functional use: variations
Land

Buildings

A. Tarting balance

Plant and Equipment

176,760

614,600

821,687

B. Increases

80,788

60,449

0

B.1 Purchases

80,788

60,449

0

C..Decreases

36,760

32,637

818,541

C.. 1 Sales and changes in consolidation scope

36,760

0

817,886

0

32,637

655

220,788

642,412

3,146

C.2 Amortisation
D. Closing balance
Vehicles
A. Tarting balance
B. Increase
B.1 Purchases

Other

Total

7,204

129,368

1,749,619

0

21,768

163,005

0

21,768

163,005

C.. Decrease

3,384

46,143

937,876

C.. 1 Sales and changes in consolidation scope

1,204

0

855,850

C.2 Amortisation

2,180

46,554

82,026

D. Closing balance

3,820

104,582

974,748

The tangible assets listed above have a fixed useful
life and are therefore subject to depreciation (note:
there are no accumulated losses in value to report).
The item “Land and Buildings” consists mainly of:
a financial leasing agreement for the purchase
of the building used as headquarters of the subsidiary Europe Energy S.p.A. in San Martino Buon Albergo (VR), the value of which is equal to € 140,000
for the land and € 560,000 for the building, and
whose accumulated depreciation is € 58,000;
a deposit of Euro 80,787 to purchase the land
where the Company will have its new headquarters:

improvements accounted for a gross amount
of € 186,191 with an accumulated depreciation of
Euro 24,979 during the period;
The sizeable differences compared to the previous
period are tied to the sale and exit from the Group of
Ecogaia S.r.l., which owned a wind turbine installed
in the town of San Marzano di San Giuseppe (TA).
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2. Intangible assets
Intangible assets amounted to € 697,110 (€ 695,297 in the previous year).
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below.
Intangible assets: breakdown by principle of evaluation
Current Period
Patents, Trademarks and Other Rights

Previous Period
27,843

26,030

Goodwill

669,267

669,267

Total

697,110

695,297

Intangible assets: variations
Patents, trademarks and
other rights - total value

Goodwill

Total value

A. Tarting balance

26,030

669,267

695,297

B. Increases

21,494

0

21,494

B.1 Purchases

21,494

0

21,494

C.. Decreases

19,681

0

19,681

C.2 Amortisation

-9,681

0

-9,681

D. Inventory, closing balance

27,843

669,267

697,110

Goodwill reported in the balance sheet for a total of
Euro 669,267, which remained unchanged during
the year, refers to the share swap deficit generated
as a result of the merger by incorporation of Europe
Energy Holding S.r.l. in Europe Energy S.p.A. (socalled reverse merger), whose accounting and fiscal
effects apply from 1 April 2014.
The residual value represents an intangible asset
with a permanent useful life and which therefore is
not subject to systematic depreciation, but to an impairment tests at least once a year.
The other items of intangible assets can be broken
down as follows:
Industrial patents and intellectual property rights:
these refer to costs for the purchase and development of the website of the Energy Trading Risk
Management software, of the CRM and billing software licenses and the licenses for the use of the
general ledger software.

Recoverability of intangible assets and goodwill
During the accounting period there were no indicators of impairment loss with regard to intangible assets and goodwill.
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3. Final assets
Investment property
Investments in subsidiaries
Investments in subsidiaries amounted to Euro 1,371,179 (Euro 0 in the previous year).
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below.
Investments in subsidiaries: detailed breakdown
Book value
LE Trading SA
Europe Energy Efficiency S.r.l.*

1,274,252
96,927

Investment share %

Main headquarters

50.00 Bratislava (SK)
50.00 Milan

(**) 50% stake owned indirectly through subsidiary Europe Energy S.p.A.

Investments in subsidiaries: variations
Group investments
A. Starting balance

0

B. Increases

1,371,179

B.1 Purchases

1,274,252

B.4 Total variations

96,927

D.. Closing balance

1,371,179

The increases during the accounting period refer mainly
to the acquisition of 50% of the share capital of the Slovak company LE Trading AS, which LE Holding Sro with
headquarters in Bratislava (SK) acquired during the accounting period. Other changes refer to Europe Energy

Efficiency S. .l. no longer being included in the scope of
consolidation because of it having been sold for 50% to
a third company during the accounting period.

Investments in affiliates
Investments in affiliates amounted to Euro 9,000 (Euro 9,000 Euros in the previous year) and represent the
investment in LE Holding S.r.o, which is outside the scope of consolidation commented herein since it is
undergoing liquidation.

4. Deferred tax assets
Deferred tax assets listed in the financial statements for a total Euro 399,248 (Euro 328,682 in
the previous) consist of credits for prepaid IRES
(Cor-porate Income Tax) allocated for certain
categories of expense incurred over the year, but
whose fis-cal recognition is deferred to future
years, when the conditions established by tax
legislation apply to the individual case. For more
information about this bal-ance sheet item’s
structure, please refer to the detailed commentary
to the item “Taxes and deferred taxation” provided
further on in these Notes. Please note that
pursuant to approved Law No. 208/2015 (socalled “2016 Stability Law”), which amended
the IRES tax rate starting from January 1,

2017, steps were taken to adapt to the IRES tax
rate of 24% for the taxable accounting periods
concerned. This change led to the recognition of a
higher cost for deferred tax assets in the income
statement of Euro 8,424.
We also ought to point out that deferred tax
assets are accounted for only if the management
believes it is reasonably certain that in subsequent
accounting periods, the Company will be able to
generate tax-able income adjusted to full recovery
of the credits listed in the balance sheet.
The breakdown of deferred tax assets and the
nature of the items and the temporary differences
from which they emerge is provided and
commented below.

79

80

EUROPE ENERGY

DEFERRED TAX ASSETS: DETAILED BREAKDOWN FOR CURRENT YEAR AND PREVIOUS YEAR

IRES (Corporate
Income Tax) Offsetting item in
Income Statement
- Current year
Benefits after the end of the
employment relationship

Offsetting item in
Equity - Current
year

Total offsetting
item in Income
Statement Current year

Total Current Year

39

39

266

305

Amortisation of other intangible assets

-3,634

-3,634

26,289

22,655

Provision for Bad Debt

29,040

29,040

0

29,040

Provision for financial assets

261,686

261,686

0

261,686

Provision for risks and charges

-30,928

-30,928

34,528

3,600

-7,865

-7,865

70,564

62,699

8,251

8,251

11,012

19,263

256,589

256,589

142,659

399,248

Lease agreements
Other deferred tax assets
Total

IRES (Corporate IRAP (Regional
Income Tax) Income Tax) Offsetting item
Offsetting item
in Income
in Income
Statement Statement Previous year
Previous year

Total Offsetting Offsetting item in
Equity item in Income
Statement Previous year
Previous year

Total Previous
year

Benefits after the end of the
employment relationship

266

0

266

0

266

Losses from previous year
carried forward

40,344

0

40,344

85,250

125,594

Amortisation (Tangible assets)
Assets under construction
Amortisation of other
intangible assets
Provision for Bad Debt

30,324

0

30,324

12,452

42,776

-105,457

0

-105,457

105,457

0

15,707

2,949

18,656

9,153

27,809

-273,289

0

-273,289

273,289

0

0

0

0

0

0

Provision for risks and charges

50,661

0

50,661

0

50,661

Lease agreements

15,157

3,613

18,770

51,794

70,564

-762

0

-762

11,774

11,012

Provision for financial assets

Other deferred tax assets
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DEFERRED TAX ASSETS: VARIATIONS

Previous
period

Benefits after the end of the
employment relationship

Decrease in
Deferred tax
deferred tax
Decrease due
assets/liabilities
assets/liabilities to lower tax
booked in the
booked in the rate booked
Income
Income
in Income
statement in
statement in
statement
the period
the period

Other
variations

Closing
balance

266

73

0

34

125,594

0

0

0

-125,594

0

Amortisation
(Tangible assets)

42,776

0

0

0

-42,776

0

Amortisation of other
intangible assets

27,809

584

1,403

2,815

-1,520

22,655

Losses from previous
year carried forward

0

305

Provision for bad debt

0

29,040

0

0

0

29,040

Dividends

0

261,686

0

0

0

261,686

Provision for risks and chargres

50,661

0

30,403

525

-16,133

3,600

Lease agreements

70,564

0

0

7,865

0

62,699

Other deferred tax assets

11,012

19,263

11,012

0

0

19,263

328,682

310,646

42,818

11,239

Total

-186,023

399,248

CURRENT LIABILITIES

5. Inventory
Inventory amounted to Euro 653,771 (Euro 9,962 in the previous year).
The item’s structure and other relevant information is provided and commented below.
Inventory - breakdown
Gross value Current year
Raw materials

653,771

Net value Current year
653,771

Gross value Previous year
9,962

Net value Previous year
9,962

Inventory - other information
The item refers to Natural Gas in stock at Stogit S.p.A. As of 30/09/2016, MWh 44,594.675 of Gas were
in stock, whose value was calculated at the weighted average monthly cost.
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6. Current financial assets
Current financial assets amounted to Euro 1,892,084 (Euro 1,727,746 in the
previous year). Their structure is provided and commented below.
Other current financial assets - breakdown
Current
Period
Receivables from subsidiaries

Previous
Period
1,401,204

569,057

463,933

1,000,000

26,947

158,689

1,892,084

1,727,746

Receivables from affiliates
Other
Total current financial assets

The item refers mainly to financial credits due by Group companies that are not included in the scope of
consolidation.
The item also includes securities that are described below:
Currency
Euro
Euro
Euro

Value

Description

1,493 no. 13,967 unlisted shares of Banca Popolare di Vicenza
25,000 no. 25,000 unlisted convertible bonds of Banca Popolare di Vicenza
454

no. 4,500 unlisted shares of Veneto Banca

26,947 Total

The difference with the values from the previous year is attributable to impairment losses that were
factored based on the information communicated by the respective banks for Euro 126,196 and to the
sale of the shares of Credito Valtellinese for Euro 5,546.
To date, these assets are still part of the Company’s portfolio.

7. Assets held for sale
Current assets held for sale consist of the following investments, whose value as of 30.09.2016 is Euro
18,965 (Euro 0 as of 30.09.2015):
ITEM
Investments in subsidiaries

Balance on

Acquisitions/reclassifications

30.09.2015
0

18,965

Balance on
Disposals

30.09.2016
0

18,965

This item refers to the Group’s stake in a company with registered office in London, Europe Energy Uk Ltd,
which it purchased in December 2015. This stake when drafting these Notes was sold entirely to a third
party and is therefore listed in the balance sheet as of 30 September 2016 and its price of sale.
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8. Tax receivables
Tax receivables amounted to Euro 6,551,755 (Euro 5,048,334 in the previous year).
Their structure is provided and commented below.
Current Period

Previous Period

VAT receivables

4,493,151

IRES (Corporate income tax) down payments

1,200,723

IRAP (Regional income tax) down payments

Total tax receivables

0

175,767

206

452

4,884

681,662

20,808

6,551,755

5,048,334

Withholdings
Other receivables

5,022,436

The item “tax receivables” consists mainly of net credits for power and gas excise duties and additional
payments of Euro 681,662 and of VAT credits in 2014 of Euro 4,452,458 prior to the adoption of the consolidated VAT regimen.
We also ought to point out that credits for IRES and IRAP advance payments are net of the tax burden for
the year.

9. Trade receivables
Trade receivables net of impairment losses amounted to Euro 42,990,312 (Euro 47,708,433 in the
previous year).
Current Period

Previous Period

Towards third parties

43,272,773

47,905,061

Total accounts receivable - gross

43,272,773

47,905,061

-282,461

-196,628

42,990,312

47,708,433

Provision for bad debt
Total accounts receivable - net

Their structure is provided and commented below.
The decrease in trade receivables is mainly due to lower volumes of electricity sold for the reasons
described in the Report on operations and due to the collection of receivables from public
administrations.
The Provision for bad debt has changed as described below in the year under review:
Previous period
Provision for bad debt

Provision in the
year

196,628

184,486

Current

Use/Release
during the year

period

-98,653

282,461

The Provision for bad debt represents the value deemed appropriate in order to adjust the value of receivables to their presumable realisable value.
Trade receivables divided by region are listed below:
Italy

EU

Non-EU

Total

Trade receivables

42,851,997

138,315

0

42,990,312

Total

42,851,997

138,315

0

42,990,312
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10. Cash and cash equivalents
Cash and cash equivalents amounted to Euro 7,209,836 (Euro 10,405,140 in the previous year).
Their structure is provided and commented below.
Current Period

Previous Period

Cash on hand

4,645

537

Bank deposits

7,203,528

10,403,000

1,663

1,603

7,209,836

10,405,140

Other cash and cash equivalents
Total

With reference to bank accounts, please note that on the closing date, the total amount of Euro 2,652,000
has been used as guarantee for credit lines granted by Italian and foreign banks (Euro 5,050,000 as of
30.09.2015).

11. Other current assets

Other current assets amounted to Euro 12,522,615 (Euro 5,942,942 in the
previous year). Their structure is provided and commented below.
Current Period
Accrued income and prepaid expenses

Previous Period

849,922

501,844

Other current assets

11,672,693

5,441,098

Total

12,522,615

5,942,942

The item Prepaid expenses and accrued income includes revenue shares relating to the year but due
in future financial years and shares of costs incurred
by the end of the financial year but relating to future
periods, measured using the accruals principle.
Prepayments and accrued income amount to Euro
849,922 (Euro 501,844 in the previous period) and
mainly consist of:
- fees for Euro 152,065;
- commissions on guarantees for Euro 95,825;
- transport capacity EE and GAS for Euro 476,851.
The item “other current assets” primarily includes:
- advance payments to suppliers for Euro 41,704,
which refer to credit notes received from suppliers
and advances paid to agents;
- safety deposits, which also include a safety deposit paid to GME for Euro 1,800,000 as guarantee
on electricity purchases and other safety deposits
paid to the CAO (Central Allocation Office) for Euro
1,275,626, CEGH (Central European Gas Hub AG)
and other suppliers, also as guarantee for outstanding contracts and deposits paid to suppliers as partial guarantee on contracts for the supply of the raw
material (electricity and gas).
- receivables from Gascom amounting to Euro

693,805 represent costs incurred on behalf of
Gascom S.r.l. in liquidation in providing billing and
collection services, as well as payments made by
customers for supplies on old bank accounts, and
for the overturning of personnel costs for other activities on behalf of Gascom. The services provided
by the Company on behalf of Gascom are regulated
by a special service agreement signed after its liquidation;
- receivables from Single Buyer for CMOR (Euro
476,467) represent our claim from the Single Buyer,
as provided by ARG/elt resolution No. 219/10 issued by the Authority for Electricity and Gas;
- receivables for MTM derive from the evaluation
of price hedging contracts for the purchase/sale of
electricity and gas for Euro 7,226,800 (Euro 857,040
in the previous year) and consist of:
- the inclusion of the credit towards “clearer” due to
the accrual accounting effect of the transactions carried out on regulated markets for Euro 2,521,536;
- the fair value of derivative contracts for Euro
4,705,264 (Euro 459,130 the previous year) representative of the emerging value at the date of
preparation of the financial statements for contracts
signed by the Company (portfolio).
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SHAREHOLDERS’ EQUITY AND LIABILITIES
Current Period

Previous Period

Share capital

1,908,730

1,908,730

Other reserves

9,462,357

6,170,858

SHAREHOLDERS’ EQUITY

Retained earnings (losses)

-1,803

Reserve for actuarial gains (losses)
Operating profit (loss) for the year
Group Shareholders’ Equity
Minority interests

-11,763

6,090

1,341,919

3,273,816

12,699,440

11,359,494

0

Total

0

5,162

12,699,440

11,364,656

Non-current financial liabilities

189,058

1,141,816

Provision for risks and charges

268,623

317,848

Post-employment benefit and retirement reserves

223,514

138,606

61,428

234,457

742,623

1,832,727

14,878,465

19,008,236

191,912

2,937,812

44,790,969

36,562,922

NON-CURRENT LIABILITIES

Deferred tax payables
Total
CURRENT LIABILITIES
Current financial liabilities
Tax payables
Trade payable
Total liabilities
Total

1,987,214

1,918,802

61,848,560

60,427,772

12. Shareholders’ Equity
The information for each category of shares forming the share capital is provided and commented below.
The Group’s interest in Shareholders’ equity consists of the following items:

Share capital

Current Period

Previous Period

1,908,730

1,908,730

- Legal reserve

194,131

3,571

- Share premium reserve

418,502

418,502

- IAS FTA 2014 reserve

335,836

337,369

- Extraordinary reserve

5,022,880

911,804

- Consolidation reserve

3,491,008

4,499,612

Other reserves

9,462,357

6,170,858

Retained earnings (losses)

-1,803

0

-11,763

6,090

Operating profit (loss) for the year

1,341,919

3,273,816

Total Group Shareholders’ Equity

12,699,440

11,359,494

Reserve for actuarial gains (losses)

The Parent company’s share capital amounts to Euro 1,908,730 is divided into 1,908,730 shares with a
nominal value of 1 Euro each. 1,908,730 shares with a nominal value of 1 Euro each.
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Reconciliation of the Shareholders’ Equity and net profit of the parent company, and Shareholders’
Equity and net profit of the Group
In order to better understand the structure of the Shareholders’ Equity of the Group and Third parties generated as a result of adjustments in the procedure of consolidation, please take a look at the following two
statements:
a) the following table refers to the draft “sub-consolidated” statements that identify Europe Energy S.p.A. as
the parent company for the current and previous year:
Operatin
g
Profit

Shareholders
' Equity
Values as per financial statements of the Parent company Europe Energy S.p.A. on 30.09.2016
Net profit and Shareholders’ equity of subsidiaries
Write-off of book value of investments

11,264,576 1,650,198
2,074,569

172,769

-1,210,171

0

Write-off of dividends from subsidiaries
Correction of IAS adjustments
Other write-offs from consolidation

0
-1,079

Shareholders’ equity and operating profit attributable to third parties (B)
Shareholders' equity as resulting from the consolidated financial statements closing on
30.09.2016 (A+B)

0

2,652

0

0

5,386

Profit (loss) adjustment for OIC subsidiaries
Shareholders’ equity and operating profit attributable to the Group (A)

-500,000

12,130,547 1,328,353
0

0

12,130,547 1,328,353

b) the following table instead lists the balances for the Parent company Europe Energy Holding S.r.l. that
for the purpose integrates the sub-group “sub-consolidated Europe Energy S.p.A.”:
Shareholder
s' Equity
Values as per financial statements of the Parent company Europe Energy Holding on 30.09.2016

7,563,286

Net profit
22,335

Net profit and Shareholders’ equity of subsidiaries

12,130,547 1,328,353

Write-off of book value of investments

-6,985,627

0

-8,766

-8,769

Other write-offs from consolidation
Shareholders’ equity and operating profit attributable to the Group (A)
Shareholders’ equity and operating profit attributable to third parties (B)
Shareholders' equity as resulting from the consolidated financial statements closing on
30.09.2016 (A+B)

12,699,440 1,341,919
0

0

12,699,440 1,341,919

The chart below shows the structure and changes in the Group’s consolidated Shareholders’ Equity:
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Changes in Shareholders’ equity
Consolidated amount attributable to the Group as of 30.09.2016

Share
capital

Legal
reserve

On closing date
1,908,730
- 30.09.2015

3,571

Share
premium
reserve

FTA
Extraordinary Consolidation
OCI Retained
reserve
reserve
reserve
reserve earnings
(losses)

418,502 337,369

911,804

4,499,612

Operating
profi for
the yeart

Total

6,090

0

3,273,816 11,359,494

-6,090

0

-4,307,725

0

0

0

1,021,729

0

Distribution of
operating profit
as of
30.09.2015

0

190,560

0

0

Reclassified
operating profit
of consolidating
company as of
30.09.2015

0

0

0

0

0

IAS effect

0

0

0

-1,533

0

0

0

0

0

-1,533

0

0

0

0

0

13,126

0

-1,803

0

11,323

0

0

0

0

0

0

0

0

-11,763

0

0

0

0

0

0

Effect of
variation due to
exits from
consolidation
scope
Reserve for
actuarial gains
(losses)
Operating
profit in current
period
(30.09.2016)

On closing date
1,908,730
30.09.2016

3,571

194,131 335,836

4,123,255

5,035,059

0

-1,021,729

-11,763

0

0

3,491,009 -11,763

-1,803

1,341,919

1,341,919

1,329,739 12,699,440
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Changes in Shareholders’ equity
Consolidated amount attributable to the Group as of 30.09.2015
Share
capital

date 01.10.2014

Legal
reserve

17,857

3,571

Share
premium
reserve

0

FTA reserve

Retained

Extraordinary Consolidation
OCI
Operating
reserve
reserve
reserve earnings profit for
(losses) the year

1,487,228

169,164

Distribution
of operating
profit as of
30.09.2014

0

0

0

0

742,640

Reclassified
operating
profit of
consolidating
company as
of 30.09.2015

0

0

0

0

0

0

418,502

0

0

Share capital
increase of
28/01/2015

1,890,873

-1,048,792

0

5,815,998

0

Total

0

0

6,558,638

7,187,666

0

0

-742,640

0

0

0

-5,815,998

0

0

0

0

2,309,375

0

0

0

-55,647

Other
write-offs

0

0

0

217,209

0

Use of FTA
reserve for
MTM 2014

0

0

0

-1,367,068

0

0

0

0

0

-1,367,068

0

0

0

0

0

29,784

0

0

0

29,784

0

0

0

0

0

-24,522

0

0

0

-24,522

0

0

0

0

0

0

6,090

0

0

6,090

0

0

0

0

0

0

0

0

3,273,816

3,273,816

6,090

0

3,273,816

11,359,494

Effect of
acquisition Total EEE
Effect of
acquisition 20% Ecogaia
Reserve for
actuarial
gains (losses)
Operating
profit in
current
period
(30.09.2015)
On closing
date 30.09.2015

1,908,730

3,571

418,502

337,369

911,804

-272,856

4,499,612

In the current accounting period there are no third party items, as holdings are fully or directly or indirectly
owned by the Parent company.
Shareholders’ equity attributable to minority interests in the previous year amounted to Euro 5,162.
First Time Adoption Reserve
The reserve refers to the value calculated during first-time application of the IAS/IFRS and changed as
follows during the year:
Previous period
FTA reserve

Provision in the
year

337,369

Use/Release
during the year
0

-1,533

Current
period
335,836

Please refer to Part L - Transition to international accounting standards IAS/IFRS as of October 1, 2014
for comments on the breakdown of the item. Instead, the changes in the reserve during the accounting
period under review are reported below.
30/09/14
FTA reserve

1,487,228

Provision in the
year
217,209

Use/(release) in the
year
(1,367,068)

30/09/15
337,369

EXPLANATORY NOTES

The FTA reserve was booked in the opening Consolidated Statement of Financial Position of the
first balance sheet (1/10/2014) prepared in accordance with the IFRS and is considered an available
reserve. The release in the income statement operated during the year refers entirely to the Fair Value
allocated in the previous year.
Reserve for actuarial gains (losses)
The item “Actuarial gains (losses) from reserve”
as of September 30, 2016 incorporates the net
impact on actuarial gains (losses) resulting from the
application of the amendment to IAS 19 (Employee
benefits), ecognised directly under equity.

Consolidation reserve
As of September 30, 2016, the item amounts to
Euro 3,491,009 and the changes that occurred
during the year refer mainly to the value carried
forward for operating profit in the p evious year and
the lower differences in consolidation.

NON-CURRENT LIABILITIES

13. Non-current financial liabilities
ILoans amounted to Euro 189,058 (Euro 1,141,816
in the previous year).
This item refers to the non-current share of debt for
the lease of the building located in San Martino Buon
Albergo (Verona), where the Group’s main produc-

tion is carried out, and amounts to Euro 189,058
(Euro 284,898 in the previous year).
The item in the previous year also included the noncurrent share of long-term loans, which have been
extinguished in the current financial yea .

14. Provisions for future risks and charges
Provisions for future risks and charges amounted to Euro 268,623 (Euro 317,848 in the previous year).
The item’s structure and the changes in value during the year are provided and commented below.
Provisions for risks and charges - breakdown
Current Period

Previous Period

Other provisions for future risks and charges:

255,497

313,615

-

Provision for recovery of assets under lease

240,497

129,392

-

Other provisions

15,000

184,223

13,126

4,233

Lay-off fund and similar obligations

Provisions for risks and charges - changes
Other provisions for future risks
and expenses
Starting balance

313,615

Additional provisions

111,421

Provisions used

-169,539

Closing balance

255,497

The item “Other provisions for future risks and charges” consists of:
the provision for recovery of assets under lease
amounting to Euro 240,497 (Euro 129,392 in the pre-

vious year), allocated as a result of the lease agreement with Gascom S.r.l., represents the provision
made to replenish the loss of value suffered by Company’s assets in use that will have to be returned to
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the grantor;
other provisions for Euro 15,000 (Euro 184,223
in the previous year), representing the residual provisions for restructuring expenses and reorganisation
of the leased company and allocated in the previous
year.
Lay-off fund and similar obligations
With regard to provisions for risks and charges, in
accordance with IAS 37, when the liability refers to
deferred payments over time, it is discounted at a
rate before taxes that reflects current market assessments of the present value of money and the risks

Economic assumptions
Discount rate

Outstanding procedures
IOn March 19 2015, following an audit on both direct taxes and VAT, the Italian Finance Police issued
a Report with regard to certain transactions carried
out by the subsidiary Europe Energy S.p.A. in the
period 2009 – 2013. In connection with the Report,
on May 14, 2015 the Company submitted its observations to the Revenue Office, as required by art.
12, para. 7 of Law No. 212/2000 reiterating that the
claims filed are to be considered absolutely devoid
of any substance.
On June 29, 2015 the IRS, regional Directorate of
Lombardy – large business Division Office, issued
the notice of assessment for the tax year 2009 only.
On July 31, 2015, the Company presented its case
brief pursuant to art. 16 of Legislative Decree no.
472/97 reiterating again that the findings and claims
are to be considered absolutely devoid of any substance.
On September 15, 2015, the Company presented
its own assessment report pursuant to art. 6, para.
2 of Legislative Decree no. 218/97. The terms for the
investigation with accession have fruitlessly expired
on December 31, 2015. The Company therefore
notified an appeal against the notice of assessment
on December 24, 2015 for the tax year 2009 and
the suspension of the contested measure instance.
The appeal was filed on January 19, 2016
On June 4, 2016 the IRS, regional Directorate of
Lombardy – large business Division Office, issued
the notice of assessment for the tax year 2010 only.

specific to the liability. The provision increases in each
period to reflect the passage of time, with the borrowing costs accounted for according to competence.
The Group has applied this principle to the lay-off
fund and similar obligations. The application of the
principle gave rise to a difference of Euro -30,877
(Euro -19,121 in the previous year). The Company’s
total debt towards agents was calculated by an independent actuary based on the following economic
and financial assumptions about the economic parameters involved in the calculation:

30.09.2016

30.09.2015

0.45%

1.46%

On July 13, 2016, Europe Energy S.p.A.
presented its defensive deductions pursuant to art.
16 of Legislative Decree no. 472/97 reiterating that
the claims filed are to be considered absolutely
devoid of any substance.
On December 20, 2016 the IRS, regional Directorate
of Lombardy – large business Division Office, issued
the notice of assessment for the tax year 2011 only.
On January 27, 2017, Europe Energy S.p.A. presented its defensive deductions pursuant to art. 16
of Legislative Decree no. 472/97 reiterating that the
claims filed are to be considered absolutely devoid
of any substance.
On February 16, 2017, the Company was notified
of the judgment of the Provincial Tax Committee of
Milan, which approved the Company’s appeal and
consequently annulled the notice of assessment for
the tax year 2009.
With respect to the judgment on the annulment of
the investigation for the tax year 2010 has been
scheduled the hearing for the trial proceedings for
the day April 3, 2017 always at the same Milan provincial tax Commission.
The Company, based on the favourable judgment
regarding the annulment of the assessment for tax
year 2009 and also based on the authoritative opinions of its consultants, believes that the risk to these
assessments is considered possible and therefore
we should not make any provision in this balance
sheet.
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15. Post-employment benefit and retirement reserves
The item includes debt for advance tax payments and amounts to Euro 223,514 (Euro 138,606 in the previous year)
and has recorded the following fluctuations
Current Period
Starting balance

138,606

Net provision

164,596

Use for lay-off and/or advances

(66,447)

Financial costs (interest costs)

(1,478)

Actuarial gains (losses)

(11,763)

Closing balance

223,514

The items Actuarial gains and losses and Financial expenses (interest cost) are generated by the actuarial
method applied to calculate the value of the fund and
recalculated as of January 1, 2007. As mentioned
above, in accordance with IAS 19, the Company lists
actuarial gains and losses directly under equity.
As mentioned in the section regarding the drafting
principles, as result of the amendments introduced
by Law No. 296 dated December 27, 2006 (“2007
Financial Law”) and subsequent decrees and regula-

tions implementing the law, for the purposes of IAS
19, the Company calculated only Severance pay-related liabilities deposited with the Company, as shares
accrued from January 1, 2007, as a result of choices
made by the employees during the first half of 2007,
were paid to a separate entity (supplementary pension funds or INPS social security funds). As a result
of these payments, the Company will no longer have
obligations for work performed by employees in the
future (so-called defined contribution plan)

The Company’s obligation towards employees was calculated by an independent actuary based on the following
economic and financial assumptions about the economic parameters involved in the calculation

Economic
assumptions

30.09.2016

30.09.2015

Increase in cost of living

1.50%

1.50%

Discount rate

0.80%

2.08%

Salary increase

0.50%

0.50%

Demographic assumptions
Probability of death
Turnover

The values calculated on the basis of actuarial assumptions as of September 30, 2016 resulted in accounting for a decrease of Euro 11,763 (net of the
related fiscal effect) compared to the value of the fund
on September 30, 2015 with an offset account listed
in the statement of income and expenses booked

30.09.2016

30.09.2015

1%

1%

10%

10%

under equity, as indicated by the reference standard.
The discount rates used for the revaluation of liabilities
are defined on the basis of the yield curves of highquality fixed-income securities for which the amounts
and due-dates correspond to the amounts and duedates of payments estimated for the benefits
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The effect of the increase or decrease of 1/4% in the rate of increase in the cost of living and the 1/4% in the
discount rate used, assuming all other assumptions remain the same, would look as follows:
Discount
rate

Rate of increase
in cost of living

Demographic assumptions
Variation

1/4%

-1/4%

1/4%

-1/4%

Net effect

3,871

-3,756

-4,720

4,925

16. Deferred tax liabilities
Deferred tax liabilities amount to Euro 61,428 (Euro
234,457 in the previous year).
The item was calculated on temporary differences
between the values listed in the financial statements
and the corresponding values recognised for tax purposes, on the basis of the rates that we assume will
be applied at the time when these differences will be
cancelled out: IRES 24% and IRAP 3.9%.
The breakdown of deferred tax liabilities and the nature of the items and the temporary differences from

which they emerge is provided and commented below.
Please note that pursuant to approved Law No.
208/2015 (so-called “2016 Stability Law”), which
amended the IRES tax rate starting from January
1, 2017, steps were taken to adapt to the IRES tax
rate of 24% for the taxable accounting periods concerned. This change led to the recognition of a lower
cost for deferred taxes in the income statement of
Euro 3,178.

Deferred tax liabilities: detailed breakdown for current year and previous year
IRES (Corporate
Income Tax) Offsetting item in
Income Statement
- Current year

IRAP (Regional
Income Tax) - Total offsetting
Offsetting item item in Income
in Income
Statement Statement Current year
Current year

Offsetting item
in Equity
Current year

Total Current
Year

Benefits after the end of the
employment relationship

-2,824

0

-2,824

2,824

0

Amortisation (Tangible assets)

-1,870

0

-1,870

16,775

14,905

-144,384

0

-144,384

144,384

0

-3,997

0

-3,997

8,145

4,148

-669

0

-669

5,258

4,589

-19,246

0

-19,246

57,032

37,786

-172,990

0

-172,990

234,418

61,428

MTM Derivatives
Dividends
Provision for risks and charges
Other deferred taxes
Total

IRES (Corporate IRAP (Regional
Income Tax) Income Tax) Offsetting item
Offsetting item
in Income
in Income
Statement Statement Previous year
Previous year
Benefits after the end of the
employment relationship
Amortisation (Tangible assets)

2,139

0

Total Offsetting
item in Income
Statement Previous year

Offsetting item
Consolidated
Financial
Position
Previous year

Total Previous
year

2,139

684

2,823

2,656

703

3,359

13,416

16,775

126,451

17,933

144,384

0

144,384

Dividends

8,145

0

8,145

0

8,145

Provision for risks and charges

5,258

0

5,258

0

5,258

-83,812

0

-83,812

140,884

57,072

60,837

18,636

79,473

154,984

234,457

MTM Derivatives

Other deferred taxes
Total
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Deferred tax liabilities: changes
Starting
balance

Benefits after the end of the
employment relationship

Deferred tax
assets/liabilities

Decrease in
deferred tax

Decrease
due to

booked in the
Income
statement in the
period

assets/liabilities
booked in the
Income
statement in the
period

lower tax
rate
booked in
Income
statement

Closing
balance

2,823

0

2,823

0

0

16,775

0

0

1,870

14,905

144,384

0

144,384

0

0

Dividends

8,145

0

3,438

559

4,148

Provision for risks and charges

5,258

0

0

669

4,589

57,072

37,786

57,072

0

37,786

234,457

37,786

207,717

3,098

61,428

Amortisation (Tangible assets)
MTM Derivatives

Other deferred taxes
Total

CURRENT LIABILITIES

17. Current financial liabilities
The items amounts to Euro 14,878,465 (Euro 19,008,236 in the previous year). Debt due within one year
are representable as follows:
Current Period
Bank loans

13,706,532

14,190,910

1,076,094

4,725,781

95,839

91,545

14,878,465

19,008,236

Bank overdrafts
Other loans - short-term lease share
Total

Previous Period

The item “loans”, with the exception of fees and services, refers to the use of credit lines to unfreeze trade receivables by opening a credit line on the bank account, i.e. invoice advance payment accounts.

18. Tax payables
The item amounted to Euro 191,912 (Euro 2,937,812 in the previous year).
Their structure is provided and commented below.
Current Period
VAT

Previous Period
-12,006

2,007

IRES (Corporate Income Tax)

0

154,281

IRAP (Regional Income Tax)

0

52,345

Employee withholding taxes

61,965

86,212

Independent contractor withholding taxes

38,043

30,466

Other tax payables

103,910

2,612,501

Total

191,912

2,937,812

Payables to tax authorities for IRES and IRAP in this year are listed under “Tax receivables” as their balance
is positive.
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19. Trade payables
Payables to af liates are booked for a total EUR 44,790,969 (EUR 36.562.922 as of 30.09.2013) and are
listed in the balance sheet net of any trade discounts and cash at hand indicated in the invoice. Their nominal value has been adjusted in the event of invoicing adjustments, in the measure of the amount listed as
offset.
These debts are to be considered in their entirety as all current.

20. Total liabilities
The item amounted to Euro 1,987,214 (Euro 1,918,802 in the previous year).
The structure and details of accrued liabilities are set out below and commented.

Other payables – breakdown
Current Period

Previous Period

Salaries and wages

519,277

436,427

Payables to Social security institutions

111,524

103,738

50,152

26,124

Accrued expenses

865,868

556,646

Other payables

440,393

795,867

1,987,214

1,918,802

Directors’ fees

Total

Accrued liabilities – detailed breakdown
Current Period
AEEG and AGCM contributions

Previous Period
825,668

518,346

Other

40,200

37,813

Total

865,868

556,159

As of September 30, 2016, the item shows a balance of Euro 865,868 (Euro 556,159 in the previous year)
and mainly refers to the operating expenses that have not yet accrued financiall .

POTENTIAL OBLIGATIONS AND LIABILITIES
Obligations
As of September 30, 2016, the Company’s
obligations and liabilities amounted to Euro
50,080,856 (Euro 48,800,196 in the previous
year) and can be broken down as follows:
1) Bank guarantees issued to electricity suppliers for Euro 6,889,579 compared to Euro
9,648,417 in the previous year;
2) Bank guarantees issued for purchase of
electricity from the electricity stock exchange
and on the IDEX market for Euro 3,950,0000

compared to Euro 3,400,000 in the previous
year;
3) Bank guarantees issued for accessory
services on electricity and gas purchases
(transport, dispatching, etc.) for Euro 755,836
compared to Euro 1,750,157 in the previous
year;
4) Other guarantees for Euro 1,373,066 (Euro
5,073,066 in the previous year);
5) Bank guarantee in favour of Gascom S.r.l.
in liquidation as required by the lease agree-
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ment and irrevocable offer to purchase the
company for Euro 1.000.000 (unchanged
compared to the previous year), joint obligation
between Europe Energy S.p.A. and Europe
Energy Gas & Power S.p.A.
6) Bank guarantees issued for Customs offices for Eu o 510,000 unchanged compared
with the previous year, joint obligation between
Europe Energy S.p.A. and Europe Energy Gas
& Power S.p.A.
With reference to bank guarantees granted to
Group companies for Euro 35,602,325 (Euro
27,418,556 in the previous year):
- Euro 3,150,000 (Euro 350,000 in the previous year) granted to LE Trading AS and are
broken down as follows:
• for a guarantee against purchases of electricity and gas for Euro 1,350,000;

• to open credit lines for Euro 1,800,000.
- Euro 32,452,325 (Euro 25,718,556 in the
previous year) granted to subsidiary Europe
Energy Gas & Power S.r.l. and broken down
as follows:
• Euro 12,299,999 (Euro 5,799,999 in the previous year) as guarantee on bank credit lines;
• Euro 218,400, unchanged compared to the
previous year as guarantee on the payment of
lease fees on the contract described below;
• Euro 12,000,000, unchanged compared to
the previous year, as guarantee on the timely
payment of business branch lease fees for the
leased Gascom S.r.l. in liquidation;
• Euro 7,933,926 (Euro 5,500,000 in the previous year) as guarantee on proper payment of
supplies of electricity and natural gas.

Part H
Information about the Consolidated Income statement
Item breakdown
Before we proceed to discuss the individual items, please note that the comments to the general trend of
costs and revenues, as required under the 1st paragraph of art. 2428 of the Italian Civil Code, are
discussed in the Report on operations.
The analytical discussion of the pro ts or losses in the Income statement and the preceding comments to
the items of the Assets and Liabilities allow us to confine our discussion hereinafter to the main items alone.

21. Revenues
Revenues amounted to Euro 442,960,108 (Euro 958,387,245 in the previous year).
Their structure is provided and commented below.
Current Period
Sale of assets
Fair value of derivatives
Services
Total

Previous Period

437,793,152

956,859,960

4,245,444

459,820

921,512

1,067,465

442,960,108

958,387,245

The decrease in revenues is mainly due to lower volumes of electricity sold for the reasons described in
the Report on operations.
Below is the breakdown by geographical area:
Current Period

Previous Period

Italy

330,366,537

849,106,448

Other EU countries

112,593,571

114,728,578

Total

442,960,108

963,835,026

95

96

EUROPE ENERGY

Trading margin
Below we provide a statement that summarises the main characteristics of financial derivatives used for
the purposes described in the Report on operations (hedging) and booked as stated under Part A of
these Explanatory Notes, as of September 30, 2016:
PURCHASE/SALE
CONTRACT

TYPE OF CONTRACT
Financial

REFERENCE
QUANTITY (MWh)

FAIR VALUE

Purchase

29,534,978

9,428,132

Financial

Sale

-32,569,401

9,421,093

Physical

EE purchase

7,845,681

1,224,155

Physical

GAS purchase

2,238,107

1,661,724

Physical

EE sale

-2,344,101

1,564,435

Total

4,705,264

Closing Fair Value effect
in previous year

-459,820

Total

4,245,444

Hedges mainly refer to the PUN (National Single Price) and prices listed on the EEX (European Energy
Exchange). These contracts are classified as either CFD (Contract For Difference) or futures contracts with
impact on the period 2016-2018.
The following table shows the same information for the year that ended on 30.09.2015:
TYPE OF CONTRACT

PURCHASE/SALE CONTRACT

FAIR VALUE

REFERENCE QUANTITY (MWh)

Financial

PURCHASE

-11,004,977

3,888,887

Physical

PURCHASE

-6,844,506

3,053,582

Financial

SALE

12,202,862

4,693,007

Physical

SALE

6,106,442

2,421,675

Total

459,820

22. Other income
Other income amounted to Euro 1,133,765 (Euro 5,439,381 in the previous year).
Their structure is provided and commented below.
Current Period
Use of provision for bad debt

Previous Period
0

1,000,000

1,133,765

4,439,381

8,902

0

- Reimbursement of expenses

436,797

756,373

- Contingent assets

677,320

3,683,008

10,746

0

1,133,765

5,439,381

Other
- Agent commissions

- Capital gains on sales of assets
Total
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23. Cost of raw materials, supplies, goods
Raw materials and supplies used amounted to Euro 429,755,655 (Euro 944,414,968 in the previous year).
Their structure is provided and commented below.

Current Period
Raw materials and consumables

944,410,715

4,936

1,785

-653,771

2,468

429,755,655

944,414,968

Supplies and other
Changes in inventories of raw materials, consumables
and supplies
Total

Previous Period

430,404,490

24. Other operating costs
Other operating costs amounting to Euro 8,861,957 (Euro 9,557,055 in the previous year) are structured
as follows and are detailed below:

Current Period

Previous Period

Costs for services

5,932,650

5,891,304

Lease and rental costs

1,368,816

1,212,626

184,486

98,653

Credit impairment
Provision for risks

111,421

224,392

Other operating expenses

1,264,584

2,130,080

Total value

8,861,957

9,557,055
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Costs for services
Costs for services amounted to Euro 5,932,650 (Euro 5,891,304 in the previous year).
Their structure is provided and commented below.
Current Period

Transport
Utilities (water, gas, electricity)
Maintenance

Previous Period

46,484

166,294

3,678

8,022

46,304

42,730

Technical and legal consulting

1,150,390

970,981

Directors’ fees

1,005,447

560,987

Auditors’ fees

92,797

108,040

Remuneration of independent auditor

93,420

78,300

409

0

730,727

678,694

95,215

23,123

Telephone and postal costs

245,429

227,617

Insurance fees

173,616

155,166

56,048

19,452

226,531

109,126

44,468

69,630

Other costs for services

1,921,687

2,673,142

Total

5,932,650

5,891,304

Similar services to employees
Agent commissions
Advertising

Corporate representation
Business trips and transfers
Training and refresher courses

The item “Other costs for services” can be broken down as follows:
Current Period

Previous Period

Bank fees

469,269

716,960

EE and GAS Broker fees

742,502

954,164

Commissions on sales credits

124,251

0

Building maintenance costs

68,755

77,497

Cleaning

23,210

26,670

Subscription/membership fees

86,442

90,912

Stationery and miscellaneous purchases

35,073

16,733

0

69,643

275,335

202,682

96,850

517,881

1,921,687

2,673,142

Compensation from Enel
Other administrative costs, most of which temporary
Other minor costs
Total
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Lease and rental costs
Leasehold costs amounted to Euro 1,368,816 (Euro 1,212,626 in the previous year).
Their structure is provided and commented below.
Current Period
Rents and leases

1,182,560

1,039,706

186,256

172,920

1,368,816

1,212,626

Other leasehold costs
Total

Previous Period

Other operating expenses
Other operating expenses amounted to Euro 1,264,584 (Euro 2,130,080 in the previous year). Their
structure is provided and commented below.
Current Period
Stamp duty, levies and other taxes

Previous Period
53,994

24,013

Contingencies and non-existent liabilities

359,416

1,033,140

Other operating costs

851,174

1,072,927

1,264,584

2,130,080

Total

25. Payroll costs
Payroll costs amounted to Euro 3,400,484 (Euro 3,150,016 in the previous year).
Their structure is provided and commented below.
Current Period
Salaries and wages

Previous Period

2,541,833

2,170,266

Corporate expenses

690,421

676,355

Severance Pay

164,596

146,929

Other costs
Total
30.09.2016
Payroll
cost

Workforce as
of 30.09

3,400,484

73

3,634

156,466

3,400,484

3,150,016

30.09.2015
Average
workforce
71

Labour
cost

Workforce as
of 30.09

3,150,016

Average
workforce

69

71

CHANGES
Workforce as
Labour
of
cost
30.09.2015
250,468
4

Average
workforce
0

The increase compared to the previous year is essentially attributable to variations in the wage dynamics.
The following table illustrates the variation in the workforce by type of role:
30.09.2015
Executives
Office Managers
Employees
Workers
Total

0

Newly hired
0

Dismissed

Career
advancements
0
0

30.09.2016

Average
workforce

0

0

10

4

4

0

10

10

59

18

14

0

63

61

0

0

73

71

0

0

0

0

69

22

18

0
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26. Amortisation, depreciation and other provisions
Current
Period

Previous
Period

Amortisation of tangible assets

79,435

177,173

Amortisation of intangible assets

19,681

13,800

Total

99,116

190,973

Amortisation of tangible assets
Amortisation of intangible assets amounted to Euro 79,435 (Euro 177,173 in the previous year).
Their structure is provided and commented below.
Previous
Period
Buildings

Previous Period
32,637

19,81

655

112,438

Other Buildings, Plant and Equipment

46,143

44,754

Total

79,435

177,173

Plant and Equipment

Amortisation of intangible assets
Amortisation of intangible assets amounted to Euro 19,681 (Euro 13,800 in the previous year).
Their structure is provided and commented below.
Current Period

Previous Period

Patents, Trademarks and Other Rights

19,681

13,800

Total

19,681

13,800

27. Financial income
Financial income amounted to Euro 549,595 (Euro 995,952 in the previous year).
Their structure is provided and commented below.
Current Period
Income from securities

Previous Period
543

2,949

2,405

20,127

164

9

Other financial income

546,483

972,867

Total

549,595

995,952

Interest receivables on bank deposits
Capital gains on foreign exchange
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28. Financial expenses
Financial expenses amounted to Euro 750,326 (Euro 1,195,843 in the previous year).
Their structure is provided and commented below.

Current Period
Bank loans

Previous Period
656,314

831,819

883

22

657,197

831,841

154

29

92,975

363,973

750,326

1,195,843

Other interest payables
Total interest payables
Capital losses on foreign exchange
Other financial expenses
Total

29. Income (expenses) from investments
This item amounted to Euro 165,267 (Euro 964,163 in the previous year).
Their structure is provided and commented below.
Current Period

Previous Period

Other income

23,100

0

- Other variations (increase)

23,100

0

Expenses

-188,367

-964,163

- Impairment

126,195

-964,163

- Losses on disposal

-62,172

Net profit

-165,267

0
-964,163

30. Financial income (expenses) from Group companies
Financial income from Group companies excluded from the scope of consolidation amounted to Euro
110,603 (Euro 120,663 in the previous year).
The item’s breakdown is shown below:
Current Period

Previous Period

From subsidiaries

110,603

120,663

Total

110,603

120,663
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31. Income tax
This item amounted to Euro 379,347 (Euro 2,194,544 in the previous year).
The item’s structure, the changes in value during the years, and other relevant information are shown
below:
Income tax - breakdown
Current Period

Previous Period

IRES (Corporate Income Tax)

563,938

1,164,687

IRAP (Regional Income Tax)

161,989

322,371

Net defered tax assets (liabilities)

-429,617

194,544

Deferred tax assets

-256,589

115,031

Deferred tax liabilities

-173,028

79,513

83,037

512,942

379,347

2,194,544

Other fiscal expenses / (income) (CNM fiscal consolidation)
Total

STATEMENT OF RECONCILIATION BETWEEN THE ACTUAL TAX CHARGE AND THE
THEORETICAL TAX CHARGE

IRES (Corporate Income Tax)
Profit before taxes
Theoretical tax charge (27.5%)
TEMPORARY DIFFERENCES taxable in subsequent years
Directors’ fees paid after 30.09.2016
Interest surcharge 0.40% and extension
Provision for risks and charges
Default interest receivables not collected as of 30.09.2016
Total
TEMPORARY DIFFERENCES FROM PREVIOUS YEARS CARRIED FORWARD:
Directors’ fees in previous year
Write-off of provision for bad debt (previous year)
Total
DIFFERENCES THAT WILL NOT REVERSE IN SUBSEQUENT YEARS:
Default interest receivables not collected in year
TOTAL
Difference (increase)
Non-deductible or unpaid taxes
Securities impairment
Room and board expenses
Corporate representation costs
Non-deductible corporate vehicle expenses
Non-deductible amortisation of goodwill
Other non-deductible amortisation
Contingent liabilities
Other variations (increase)
Total variations (increase)
Difference (decrease)
Capital gain
10% IRAP (higher between paid and chargeable regional income tax)
Employee IRAP (Regional Income tax)
ACE
Non-deductible share of distributed profits
Contingent assets

1,702,021
468,056
80,265
12,899
0
207,389
300,553
-39,907
0
-39,907
-157,443
-157,443
3,056
446,016
0
40,546
86,140
0
473
0
313,531
889,762
-37,944
-12,761
-96,064
-148,111
25,000
0
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Other variations (decrease)
Total variations (decrease)
TAXABLE INCOME
Current taxes on operating income

-99,677
-369,557
2,325,429
639,493

IRAP (Regional Income Tax)
Production value
Theoretical tax charge (3.9%)
TEMPORARY DIFFERENCES TAXABLE IN SUBSEQUENT YEARS:
Total
TEMPORARY DIFFERENCES FROM PREVIOUS YEARS CARRIED FORWARD:
Total
DIFFERENCES THAT WILL NOT REVERSE IN SUBSEQUENT YEARS:
Difference (increase)
Directors’ fees and INPS contributions (excluding fees paid to trade license holders9
Municipal Property Tax
Other variations (increase)
Share of interest on lease fees
Receivables losses
Other
Non-deductible amortisation
Total variations (increase)
Difference (decrease)
Other variations (decrease)
Use of provision for bad debt
Provision for recovery of assets
Contingent assets
Other variations (decrease)
Irap deduction for newly hired employees and/or increase in tax wedge
Total variations (decrease)
IRAP TAXABLE INCOME
Current operating IRAP

5,784,635
225,601
0
0

1,007,187
2,379
0
15,463
356,084
316,051
1,311
1,698,475
117,055
0
0
0
0
3,212,491
3,329,546
4,153,564
161,989

Part I
Risk management and other information
Below is the additional information required by the
IAS/IFRS, SIC/IFRIC interpretative documents, the
Consob bulletins and resolutions, and the national
legislation, with reference to the applicable rules of
the Italian Civil Code and other measures adopted
by the national legislature, which are discussed
in the Report on operations (please refer to the
Report for information).
Risk management
With regard to market, credit and liquidity risks,

please refer to the Report on operations enclosed
herewith.
Information on financial risks
IFRS 13 requires the classification of financial instruments at their Fair Value calculated on the basis of
the quality of the input sources used in their evaluation.
The above classification required by IFRS 13 implies
a “hierarchy of Fair Value” divided into three levels
that gives priority, in the context of Fair Value meas-
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urement, to the use of objective market information
as opposed to specific information and establishes
three levels for measuring Fair Value, based on the
nature of the inputs used in calculating the value of
an asset or liability at the measurement date. The
hierarchy of Fair Value measurement is defined as
follows:
• Level 1: determination of Fair Value based on
listed (unadjusted) prices in active markets
for identical assets or liabilities. This category
includes the instruments by which the Company operates directly in active markets or in
over-the-counter markets that are identical
assets compared to corresponding organised markets (i.e. future);
• Level 2: determination of Fair Value based on
calculation models using observable inputs
on active markets (other than listed prices included in level 1 that are observable either directly or indirectly). This category includes the
instruments by which the Company operates
in Over-the-Counter markets not characterised by a sufficient level of liquidity or that do
not express a market price continuously (i.e.
OTC formula covers);
• Level 3: determination of Fair Value based on
calculation models whose inputs are not
based on observable market data (unobservable inputs) either directly or indirectly in no
active market.
Type of instrument as of 30.09.2016

Level 1

Financial assets available for sale
Financial assets for derivative contracts

Type of instrument as 30.09.2015
Financial assets available for sale
Financial assets for derivative contracts

For the assessment of Fair Value to belong to
Level 1, the presence or absence of a quote
in an active market for an instrument identical to the one being calculated becomes essential. Based on the indications of IAS 39, a
financial instrument is regarded as quoted in
an active market if:
• quoted prices are readily and regularly available
through a price list, operator, broker, industry
sector, pricing agency, regulatory authority;
• those prices represent actual and regularly occurring market transactions under normal
trading conditions.
Some characteristics may be symptomatic of an inactive market. These include:
• a significant drop in volumes and the number of
exchanges;
• or prices that vary considerably over time and
between market participants.
However, it should be noted that these factors,
when considered individually, may not indicate that
a market is inactive. Therefore, to assume that a
price is quoted on an active market, the following
should be absent:
• recent transactions that occur with some regularity with regard to financial instruments
identical to those calculated and, moreover,
• prices for such transactions that are promptly
and regularly available.

Level 2
0

4,705,264

Level 1

Level 3

Total

0

18,965

18,965

0

0

4,705,264

Level 2

Level 3

Total

0

0

0

0

459,820

0

0

459,820

Miscellaneous information
Lease agreements
Future payments for non-cancellable lease commitments are broken down below:

Within 1 year
After 1 year and within 5 years
After 5 years

Current Period

Previous Period

95,839

91,544

189,060

284,899

0

0
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REMUNERATION OF BOARD OF DIRECTORS AND INDIPENDENT AUDITION
Remuneration of Board of Directors
The following table provides information on the remuneration of Directors and statutory Auditors, in accordance with art. 2427 of the Italian Civil Code:
Amount
Statutory Auditors

92,797

Directors

1,005,447

Remuneration of independent auditor
The table below provides the information required by art. 149 duodecies of the Consob Issuer Regulations.
Amount
Independent Auditor*

93,420

* includes separate annual audits (Unbundling) prepared for the Italian Electricity and Gas Authority (AEEG) and out-ofpocket expenses.

Significant events after year-end
Significant events after year-end, as well as information on the Company’s position and trend of business,
are discussed in the Report on operations, as required by the applicable laws.

Part L
Transition to international accounting standards IAS/IFRS as of October 1, 2014
The consolidated nancial statements that closed on
September 30, 2016 are the first to have been prepared entirely in accordance with the international
nancial reporting standards (“IFRS”) issued by the
International Accounting Standards Board (IASB)
and approved in the EU, following the entry into
force of Regulation (EC) no. 1606/2002 issued by
the European Parliament and the European Council in July 2002. Europe Energy S.p.A. freely chose
to apply said accounting standards, as provided by
Legislative Decree No. 38.2005. In compliance with
IFRS 1 “First-time adoption of International Financial
Reporting Standards”, the Company has recalculated, in accordance with the international accounting standards, the Consolidated Statement of
Financial Position and the income statement for
the financial year that ends on September 30,
2015,
accounting
period
presented
for
comparative purposes at the date of the first IAS/
IFRS financial statements. As required by IFRS 1
“First-time adoption of International Financial
Reporting Standards”, at the date of transi-

tion (October 1, 2014), only the Shareholders’ equity statement has been drawn up, in which:
• the assets and liabilities have been listed at the
values that would have applied if the new accounting standards had been applied retrospectively;
• the items previously listed in the financial statements have been reclassified in accordance
with arrangements other than those provided
for by the IFRS.
The effect of adjusting the starting and closing balances of assets and liabilities to the new accounting
standards has been accounted for under equity in a
special reserve (First-Time Adoption Reserve), net
of the related tax effect from time to time applicable
to deferred tax liabilities or prepaid tax assets.
In order to illustrate the effects of the transition to
IAS/IFRS on the consolidated financial statements,
this document provides the reconciliations required
by paragraphs no. 24 (a) and (b) and no. 25 of IFRS
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1 “First-time adoption of International Financial Reporting Standards”. To do this, the management
has prepared:
• the notes about the rules of first-time adoption
of the standards;
• the reconciliation between the equity under
previous GAAP and the one calculated in accordance to IAS/IFRS at the date of 1 October 2014 and of the year that ended on September 30, 2015;
• the reconciliation of income reported in the nancial statements under previous GAAP
(year that ended on 30.09.2015) with the one
resulting from the application of the IAS/IFRS
for the same financial year
• the notes to the reconciliation statements;
• the Consolidated Statement of Financial
Position based on the IAS/IFRS as of September
30, 2015 and of the income statement based on
the IAS/IFRS for the year that ended on
September 30, 2015.

timates previously formulated according to Italian accounting standards, except for the adoption of IAS/
IFRS not having required the formulation of estimates
according to different methods.

Notes about the rules of first-time adoption of
the standards
The starting balance of the shareholders ‘ equity as of
October 1, 2014, the Consolidated Statement of
Financial Position and the income statement for the
year that ended on September 30, 2015, have been
prepared by adher-ing to the entire hierarchy of the
pronouncements is-sued by the IASB, including the
International Account-ing Standards (IAS),
International Financial Reporting Standards (IFRS)
and interpretations issued by the International
Financial Reporting Interpretations Com-mittee
(IFRIC), or the former Standing Interpretations
Committee (SIC).
In the process of transitioning to the IAS/IFRS international accounting standards, we have kept the es-

Reconciliation of shareholders ‘ equity and prof-it
or loss resulting from financial statements prepared according to Italian accounting standards
and equity and profit or loss from financial statements prepared according to IAS/IFRS
The differences emerging from the application of the
IAS/IFRS rather than the Italian accounting standards
on the starting balance as of October 1, 2014 and on
the consolidated financial statements as of September
30, 2015 of Europe Energy Holding S.r.l., are shown
in the reconciliation statement below.
Please note that the final shareholders’ equity as of
September 30, 2015 also includes the cumulative effects at that date for the Consolidated Statement of
Comprehensive Income relating to actuarial gains and
losses arising from the application of IAS 19.

Italian accounting standards

Rules for layout of financial statements
The “current/non-current” criteria was applied for
the layout of the Consolidated Statement of
Financial Position , while the layout with the costs
classified by nature was applied instead to the
income statement. As previously stated, such
choices have resulted in the reclassification of
balance sheets formerly prepared according to the
layouts provided in art. 2424 and 2425 of the Italian
Civil Code, as amended and sup-plemented.
Optional exemptions provided for by IFRS 1 during First-time adoption of IAS/IFRS (October 1,
2015) that the Company chose to benefit of. The
Company chose not to apply IFRS 3 retrospec-tively
to business combinations that occurred be-fore
the date of transition to the IFRS.

Shareholders'
equity as of
01.10.2014
5,700,438

Income statement
as of 30.09.2015
2,858,563

Shareholders'
equity as of
30.09.2015
10,818,150

Adjustments:
Land and buildings

1

12,356

-14,352

110,665

Intangible assets
Post-employment benefit and retirement
reserves, Supplementary Benefits for agents

2

111,635

66,244

66,244

3

1,963

26,554

26,554

Deferred taxes liabilities

4

-840,174

-117,362

-117,362

Fair value of derivatives

5

2,201,398

459,820

459,820

50

439

-4,579

1,487,228

421,343

541,342

-6,090

0

Other adjustments
Total adjustments net of fiscal effect
OIC adjustments - Severance pay discount (net)
IFRS accounting standards

0
7,187,666

3,273,816

11,359,494

EXPLANATORY NOTES

Explanatory notes
Below are out comments to the main IAS/IFRSrelated adjustments (whose content has been outlined above) for values listed in the balance sheet
based on the Italian accounting standards:
1. Tangible assets
From the date of transition to the IAS/IFRS (October 1, 2014), costs incurred for leasehold improvements and previously classified as intangible assets,
in accordance with Italian accounting standards,
were reclassified among other tangible assets and
treated according to the relevant IAS.
2. Intangible assets
Certain items that were previously listed under intangible assets differ with regard to:
ii) lack of capitalisation requirements prescribed by
IAS 38
ii) different useful life arising from contractual or other
types of rights.

Standard IAS 38, in fact, establishes that an item
must be classified as an intangible asset if specific
criteria are met.
The useful life of an intangible asset that derives
from contractual or other legal rights, according to
the relevant IAS, must not exceed the duration of
the contractual rights or other legal rights, but may
be shorter depending on the period during which
the entity will be using the given asset. Some legal
and economic factors affect the useful life of an intangible asset by limiting the period during which
the entity controls access to such benefits from third
parties. As such, the useful life is the shortest period
determined based on these factors.
At the date of transition, the net book value of assets that do not meet the requirements described
above amounts to Euro 111,635. This adjustment
resulted in a positive effect on the income statement
as of 30.09.2015 of Euro 66,244 (referring to the reversal of depreciation of these assets) and a positive
effect on equity as of 30.09.2015 of Euro 66,244.
3. Employee benefits and supplementary benefits for
agents
Italian accounting standards require that the liability
for defined benefit pension plans be accounted for
based on the nominal debt accrued in accordance
with the provisions applicable at the balance sheet
date as well statutory requirements. According to
IAS/IFRS, these type of institutions (and in particu-

lar the Institute of Severance pay in Italy) fall within
the type of defined benefit plans subject to actuarial
valuations (mortality, foreseeable salary changes, financial indicators, etc.) in order to express the present value of the benefit payable at the end of the
employment relationship that employees have accrued as of the closing date.
Supplementary benefits for agents
The application of the different accounting method
resulted in a positive effect on equity at the date of
transition of Euro 0 (because the debt was incurred
from 01.11.2014) and the calculation according to
the actuarial method of the burden of responsibility resulted in a positive effect on the income statement for the year ending on 30.09.2015 of Euro
19,121 and a corresponding effect on equity as of
30.09.2015 of the same amount.
Post-employment benefit and retirement reserves
The application of the different accounting method
resulted in a positive effect on equity at the date
of transition of Euro 1,963 and the calculation according to the actuarial method of the burden of
responsibility resulted in a positive effect on the income statement for the year ending on 30.09.2015
of Euro 7,433 and a corresponding effect on equity
as of 30.09.2015 of the same amount.
Actuarial gains and losses have been booked in the
Consolidated Statement of Comprehensive Income
as “Other Com-prehensive Income” for Euro 6,090
as of 30.09.2015 (net of the related fiscal effect).
4. Deferred tax assets and liabilities
The adjustments highlighted in the table above with
reference to deferred/prepaid taxes refer to the recognition of the effects on the adjustments resulting
from the conversion to the IAS/IFRS. Please note
that deferred/prepaid taxes have been calculated by
applying the rates applicable at the date of transition
to IAS/IFRS. The fiscal effects were then updated to
September 30, 2015.
5. Fair value of derivatives
As a result of the transition to IAS/IFRS (October
1, 2014), the company has applied international
accounting standard (IAS) 39 and has listed the
Fair Value of derivative financial instruments, which
amounted to Euro 2,201,398, representing the
emerging value at the date of preparation of the financial statements of the derivatives, futures con-
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tracts signed by the Company to reduce the impact
of fluctuations to which it is exposed.
The Company hitherto had never listed this item, as
the Italian accounting standards required its entry in
a special risk fund only in the presence of speculative derivative financial instruments with a negative
Fair Value.
Reclassification
The main reclassifications resulting from the application of the IAS/IFRS as opposed to the Italian
accounting standards on the financial statements
closing on September 30, 2015 are:
• the classification of assets and liabilities in accordance with the layout that highlights the “current/non-current” classification method. More specificall , an asset/liability was identified as cur ent if:
- the Company expects its accrual/expiry or to
sell or use it in the normal business cycle, or
- the asset is held primarily for negotiating purposes, or
-the Company expects its accrual/expiry within
12 months from the balance sheet’s closing
date;
• the classification of items of the income statement according to the classification method
of revenues and costs by their nature.
Consolidated statement of Financial
Position based on IAS/IFRS as of 30
September 2015 and Consolidated Income
Statement as of 30 September 2015
In addition to the equity reconciliation and
operating profit statements, which include
comments on the adjustments made to the
balances prepared according to Italian
accounting standards, Consolidated Statement of
Financial Position as of September 30, 2015 and
the Consolidated income Statement as of
September 30, 2015 have been enclosed,
highlighting, for each item in each column:

•
•

•

•

the values according to Italian accounting
standards reclassified based on the IAS/IFRS
adopted by Europe Energy S.p.A.;
the values of the reclassifications made as a
result of the different accounting treatment
prescribed by IAS/IFRS, with the designation
of its explanatory note;
the values of adjustments following the adoption of IAS/IFRS rather than Italian accounting standards, with the designation of its explanatory note;
the final values acco ding to the IAS/IFRS.

￼

EXPLANATORY NOTES

Consolidated Statement of Financial Position as of September 30, 2015

Consolidated Statement of Financial Position

Italian
accounting
standards

Accounting
standards

CHANGES
Reclassificati
ons

Adjustments

IAS/IFRS

NON-CURRENT ASSETS
Tangible assets

1,749,620

0

-1

1,749,619

518,226

62,740

114,331

695,297

1,656,949

0

-1,647,949

9,000

300,607

18,782

9,293

328,682

4,225,402

81,522

-1,524,326

2,782,598

9,962

0

0

0

1,727,746

1,727,746

5,563,706

0

-515,372

5,048,334

Trade receivables

48,466,945

0

-758,512 47,708,433

Cash and cash equivalents

10,438,352

0

-33,212 10,405,140

Other current assets

5,103,598

459,820

Total current assets

69,582,563

459,820

800,174 70,842,557

TOTAL ASSETS

73,807,965

541,342

-724,152 73,625,155

Share capital

1,908,730

0

0

1,908,730

Other Reserves

6,050,857

0

120,001

6,170,858

0

0

Intangible assets
Financial assets
Deferred tax assets
Total non-current assets

CURRENT ASSETS
Inventoryies
Current financial assets
Tax receivables

0

379,524

9,962

5,942,942

SHAREHOLDERS’ EQUITY

Retained earnings (losses)
Reserve for actuarial gains (losses)

0

6,090

0

6,090

Operating profit (loss) for the year

2,858,563

415,253

0

3,273,816

Total Group Shareholders’ Equity

10,818,150

421,343

5,479

-317

10,823,629

421,026

Third party Shareholders' Equity
Total Shareholders' Equity

0

0

120,001 11,359,494
0

5,162

120,001 11,364,656

NON-CURRENT LIABILITIES
Non-current financial liabilities
Provisions for risks and charges

1,141,817

0

0

1,141,816

336,969

-19,121

0

317,848
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Post-employment benefit and retirement reserves

148,053

-7,433

-2,014

138,606

81,952

136,144

16,361

234,457

1,708,791

109,590

14,347

1,832,727

18,949,902

0

3,425,069

0

Deferred tax liabilities
Total non-current liabilities

CURRENT LIABILITIES
Current financial liabilities
Tax payables
Trade payables

58,333 19,008,236
-487,257

2,937,812

36,575,783

0

2,324,791

10,726

-416,715

Total current liabilities

61,275,545

10,726

-858,500 60,427,772

TOTAL LIABILITIES

62,984,336

120,316

-844,153 62,260,499

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

73,807,965

541,342

-724,152 73,625,155

Total liabilities

-12,861 36,562,922
1,918,802

Consolidated Income statement as of September 30, 2015
Accounting
standards

Consolidated Income statement

Italian
accounting
standards

Revenues

957,897,197

459,820

30,228

958,387,245

5,469,610

-8,400

-21,829

5,439,381

Total revenues

963,366,807

451,420

8,399

963,826,626

Cost of raw materials, supplies, goods

953,550,766

0

-9,135,798

944,414,968

224,392

-37,280

9,369,943

9,557,055

Payroll cost

3,150,016

0

Gross Operating Margin

6,441,633

488,700

-225,746

454,324

-52,332

-211,019

190,973

5,987,309

541,032

-14,727

6,513,614

-97,828

0

-102,063

-199,891

-964,163

0

Other income

Other operating costs

Amortization, depreciation and other provisions
Operating Profit
Net financial income (expenses)
Income (expenses) from investments
Financial income (expenses) from Group companies
Profit before taxes

CHANGES
Adjustments

120,663

0

5,045,981

541,032

Reclassifications

IAS/IFRS

0

0
0
-116,790

3,150,016
6,704,587

-964,163
120,663
5,470,223

Income tax

2,065,013

119,565

9,966

2,194,544

Net profit (loss) for the year

2,980,968

421,467

-126,756

3,275,679

Net operating profit of the Group

2,979,229

421,343

-126,756

3,273,816

1,739

124

Net operating profit of minority interests

0

1,863

Milan, 23 March 2017
The Sole Director
(Matteo Ballarin)
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CONSOLIDATED CASH-FLOW STATEMENT
AS OF 30.09.2016
(Amounts in Euro)

30/09/2016
A. CASH AND CASH EQUIVALENTS AT BEGINNING OF
TOTAL A

10,405,140
10,405,140

B. OPERATING CASH-FLOW
Net profit (loss) for the year
Effects on minority interests equity
Amortisation
Provision for post-employment benefit
Provision for bad debt
Provision for financial assets
Change in inventories
Change in trade receivable
Change in tax receivables
Change in deferred tax assets
Change in other current assets
Change in other financial assets
Change in tax payables
Change in risk provisions for risks and charges
Change in provision for post-employment benefit
Change in trade payables
Change in tax payables
Change in other current liabilities
TOTAL B

1,341,919
(7,135)
99,116
(164,596)
184,486
126,195
(643,809)
4,533,635
(1,503,421)
(70,566)
(6,579,673)
(284,986)
(173,029)
(49,225)
249,504
8,228,047
(2,745,900)
68,412
2,608,974

C. CASH-FLOW FROM INVESTMENTS
Investments in intangible assets
Disposal of tangible assets
Depreciation of intangible assets
Equity investments
Disposal of Equity investments
Investments in financial assets held for sale
Disposal of current financial assets
TOTAL C

(21,494)
695,436
0
(1,336,824)
(34,355)
(18,965)
(5,547)
(721,749)

THE PERIOD Cash and cash equivalents

D. CASH-FLOW FROM FINANCING ACTIVITY

CONSOLIDATED CASH FLOW STATEMENT

Non-current financial liabilities
Current financial liabilities
TOTAL D
E. OPERATING CASH FLOW (B+C+D)
Cash and cash equivalents
CASH AND CASH EQUIVALENTS AT END OF THE PERIOD

115

(952,758)
(4,129,771)
(5,082,529)
(3,195,304)
7,209,836
7,209,836

Milan, 23 March 2017
The Sole Director
(Matteo Ballarin)

Milano, 23 March 2017
The Sole Director
(Matteo Ballarin)
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Deloitte & Touche S.p.A.
Via Cefalonia, 70
25124 Brescia
Italia
Tel: +39 02 83327030
Fax: +39 02 83327029
www.deloitte.it

INDEPENDENT AUDITORS' REPORT PURSUANT TO
ART. 14 OF LEGISLATIVE DECREE No. 39
OF JANUARY 27, 2010
To the Shareholders of
EUROPE ENERGY HOLDING S.r.l.
Report on the Consolidated Financial Statements
We have audited the accompanying consolidated financial statements of Europe Energy Holding S.r.l. and
subsidiaries (the "Europe Energy Group"), which comprise the consolidated statement of financial position
as at September 30, 2016, and the consolidated income statement, statement of comprehensive income,
statement of changes in equity and statement of cash flows for the year then ended, and a summary of
significant accounting policies and other explanatory information.
Management's Responsibility for the Consolidated Financial Statements
The Company's Directors are responsible for the preparation of these consolidated financial statements that give a true and fair view in
accordance with International Financial Reporting Standards as adopted by the European Union.
Auditor's Responsibility
Our responsibility is to express an opinion on these consolidated financial statements based on our audit.
We conducted our audit in accordance with International Standards on Auditing (ISA Italia) issued pursuant to art. 11 of Italian Legislative Decree
39/10. Those standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance about whether the
consolidated financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the risks of
material misstatement of the consolidated financial statements, whether due to
fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
entity's preparation that give a true and fair view of consolidated financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of accounting estimates made by the
Directors, as well as evaluating the overall presentation of the consolidated financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
Opinion
In our opinion, the consolidated financial statements give a true and fair view of the financial position of the Europe Energy
Group as at September 30, 2016, and of its financial performance and cash flows for the
year then ended in accordance with International Financial Reporting Standards as adopted by the
European Union.
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Other Matter
The consolidated financial statements present, for comparative purposes, the corresponding figures for the previous financial
year prepared in accordance with international accounting standards, deriving from the
consolidated financial statements as at September 30, 2015 prepared in accordance with the Italian law
governing financial statements. The Explanatory Note shows the effects of the transition to International
Financial Reporting Standards adopted by the European Union and includes information on the reconciliation schedules
prepared in accordance with IFRS 1.
Report on Other Legal and Regulatory Requirements
Opinion on the consistency of the report on operations with the consolidated financial statements
We have performed the procedures indicated in the Auditing Standard (SA Italia) n° 7208 in order to
express, as required by law, an opinion on the consistency of the report on operations, which is the
responsibility of the Directors of Europe Energy Holding S.r.1., with the consolidated financial statements of the Europe
Energy Group as at September 30, 2016. In our opinion the report on operations is consistent with the consolidated financial
statements of the Europe Energy Group as at September 30, 2016.

DELOITTE & TOUCHE S.p.A.
Signed by
Piergiulio Bizioli
Partner

Brescia, Italy
March 24, 2017

This report has been translated into the English language solely
for the convenience of international readers.
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