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Dear Shareholders,
This is the third set of consolidated financial statements prepared by the Europe Energy
Group.
Holding company Europe Energy S.p.A. is a joint stock company incorporated on 31
July 2007 and has now reached its seventh reporting period.
The Group has significantly increased its net profit for the year to Euro 4,827 thousand
compared to Euro 3,199 thousand for the previous year.
Gross operating margin – the difference between value of production and cost of
production less depreciation/amortisation and allocations to provisions – has increased
from Euro 5,960 thousand in prior year to Euro 9,760 thousand for the current year.
Profit before taxation amounts to Euro 8,195 thousand against Euro 5,309 thousand for
prior year.
The Europe Energy Group has continued with the activities provided for by its objects
clause, by operating in the field of trading in electricity environmental certificates
(RECS, green certificates, CO2, EUA), as well as supplementing its main activities by
the provision of support to retail companies and producers that operate in the energy
market, as well as the generation of electricity from wind power. All operations carried
out on energy markets always take place with the utmost attention to the risks involved.
The Group’s activities essentially consist of wholesale trading in electricity, in Italy and
abroad, engaging solely with other market operators (traders) and not end consumers.
Accordingly, during the year, the Group disposed of Orobie Gas & Power S.r.l. and
associated company Spienergy S.r.l. both of whose operations involve the sale of
electricity and natural gas to end customers.
The Group continues to operate on all active market platforms in Italy, France,
Germany, Austria, Switzerland and Slovenia.
The Europe Energy Group is also active in all cross-border procedures between these
markets, confirming the international nature indicated by its name and acting as one of
Italy’s most active operators on the European markets.

Operating performance in the reporting period 01.10.2013 – 30.09.2014
As stated previously, since its formation Europe Energy S.p.A.’s primary objective has
been to engage in trading in electricity and environmental certificates (RECS, green
certificates, EUA) and to provide support to retail companies and producers, engaging
with other traders in the market and not end consumers.
Electricity trading activities mainly take place on regulated markets, on OTC platforms
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and through the development and expansion of direct sales relationships. This activity
has encompassed the following types of product:
- standard products with physical delivery;
- standard “financial” products i.e. exchanges of differentials linked to purchase
contracts and physical sales;
- structured physical and financial products (profiles index linked to fuels and the
like);
- non standard products (supply of profiles to retail companies showing
consumption by end customers).
The graphs below show key operating performance indicators for the last four years:
The following graph shows how value of production has varied over the last four
financial years:

Value of production increased by 20% from Euro 1,520 million in the year ended 30
September 2013 to Euro 1,823 million in the year ended 30 September 2014,
confirming the Group’s status as a leading electricity trader on the Italian market.
More specifically, during the year, some 29,737,533 MWh (25,033,247 MWh in prior
year) were sold to 75 customers (66 the previous year), generating revenues of € 1,823
million (€ 1,520 million the previous year). In terms of volume delivered (MWh), 76%
(63% in prior year) of sales were made in Italy, 10% (17%) in France, 5% (10%) in
Germany, 8% (10%) in Switzerland and the remaining 1% in Slovenia.
The following graph shows the difference between value of production and cost of
production (A-B) in each of the last four years:
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In terms of procurement, 67% (62%) of electricity was purchased in Italy, 5% (11%) in
Germany, 15% (9%) in France, 12% (3%) in Switzerland and the remaining 1% in
Slovenia and Austria. The differences in terms of revenue/MWh ratio in the various
countries are determined by the price of electricity on each market.
The following graph shows profit before taxation for each of the last four years:

The Group reports net income of Euro 4,828 thousand for the year ended 30.09.2014
(Euro 3,199 thousand at 30.09.2013), after providing Euro 2,251 thousand for IRES
(Euro 1,317 thousand at 30.09.2013), Euro 851 thousand for additional IRES/ Robin
Hood Tax (Euro 429 thousand at 30.09.2013) and Euro 401 thousand for current IRAP
(Euro 267 thousand at 30.09.2013) and after recognising deferred tax assets and
income from the tax consolidation for IRES purposes of Euro 361 thousand (Euro 59
thousand at 30.09.2013) and deferred tax liabilities for IRES and charges from the tax
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consolidation of Euro 225 thousand (Euro 155 thousand at 30.09.2013).
The following graph shows Return on Equity (ROE) for each of the last four years:

At 30 September 2014, shareholders’ equity stood at Euro 10,761 thousand (Euro
7,796 thousand at 30 September 2013).
The following graph shows the Net Financial Position at the end of each of the last four
financial years:

In order to enable a better assessment of the operating and financial performance,
reclassified financial statements have been presented below. For a more complete
interpretation of the performance of the business, reference should be made to the later
sections of the Report on Operations, to the Financial Statements themselves and to
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the Explanatory Notes.

Ownership structure
Share capital is divided into 3,500,000 shares with a nominal value of Euro 1, each of
them wholly owned at present date by Light Energy S.r.l..
The following corporate transactions took place during the reporting period ended 30
September 2014;
- On 30 December 2013 and 3 January 2014, Light Energy S.r.l. acquired 15% and
20% of the share capital of Europe Energy S.p.A. from Green Network S.p.A. and
Matteo Ballarin, respectively;
- On 21 January 2014, shareholders Europe Holding S.r.l. and Light Energy S.r.l.
approved a Share Capital increase from Euro 2,000,000 to Euro 3,500,000 by
means of a bonus issue funded using available reserves (Notary Gianluigi Cisotto
Rep. 131.811, No. 23.211). Share Capital is thus divided into 3,500,000 shares with
a nominal value of Euro 1 each;
- At the Extraordinary General Meeting held on 24 March 2014 at the offices of notary
Elena Terrenghi in Milan (Rep. 27571, No. 8697), the shareholders approved the
merger of Europe Holding S.r.l. through incorporation into Europe Energy S.p.A..
This reverse merger was carried out based on the merger document dated 26 May
2014 signed at the offices of notary Elena Terrenghi in Milan (Rep. 27833, No.
8792). It did not lead to any share capital increase for the merging company (Europe
Energy S.p.A.) while shares of the merging company (Europe Energy S.p.A.) held by
the merged company (Europe Holding S.r.l.) were allocated to the quotaholders of
the merged company (Europe Holding S.r.l.) based on the share exchange ratio
indicated in the merger document.
The merger was effective for accounting and tax purposes from 1 April 2014 while it
was effective for statutory purposes, in terms of Art. 2504-bis of the Italian Civil
Code, with effect from 1 June 2014;
- On 3 June 2014, Light Energy S.r.l. transferred 80% of the share capital of Europe
Energy S.p.A. to Gascom S.p.A. by assigning the related share certificates. This
contract was rescinded with retroactive effect on 17 October 2014 (Notary Giorgio
Gottardo in Padua Rep. 56,754, No. 17,409) and the shares were returned to Light
Energy S.r.l.;
- On 5 June 2014, Light Energy S.r.l. acquired 9.75% and 6.5% of the share capital of
Europe Energy S.p.A. from Eugenio Colla and Nicola Marconi, respectively.
There have been no changes to the governance system adopted and the holding
company continues to use the “traditional” system.

Economic environment
The economic picture painted by Bulletin no 4 published in October by the Bank of Italy
indicates that risks for the global economy have increased while the Eurozone economy
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has lost momentum.
More specifically, the global economy and international trade performed well below
expectations in the first ten months of 2014.
Economic activity is strengthening in the United States and in the United Kingdom but
has weakened in Japan and in emerging economies. The risk of a further slowdown
has increased, also as a result of geopolitical tension and the possible worsening of
structural imbalances in certain emerging economies.
India and China continue to grow at a healthy rate, albeit more slowly than in the past.
Emerging countries in Europe – essentially the Eastern European countries – appear to
be recovering although they continue to be affected by problems resulting from the
tension between Russia and Ukraine and by internal demand in the Eurozone which is
struggling to pick up.
In Germany, economic activity decreased in the second quarter of 2014. The decrease
in export demand has not yet been offset by a sufficient recovery in domestic demand.
Growth forecasts for the current year have been revised downwards for the Eurozone
as a whole and for the main economies. Inflation has fallen to exceptionally low levels;
medium-term expectations have also fallen below the level for price stability. The risk of
further decreases has increased further.
Volatility has returned to international financial markets after a long-period of relative
calm. In response to the unfavourable macroeconomic situation both internationally and
in the Eurozone – heightened by the political and financial uncertainty that has emerged
in Greece – investors have shifted their portfolios towards safer assets, like German
government bonds, whose yield has reached an all-time low.
In September, the interest rate spread between ten-year Italian and German
government bonds reached its lowest level since May 2011 but has temporarily
increased again although it remains well short of the levels seen during the sovereign
debt crisis.
Market volatility has also been reflected in Stock Market prices which have fallen by 9%
in the Eurozone since the end of the second quarter of 2014 and by 14% in Italy.
Monetary policy has been made even more expansionary. In order to combat the risk
of a prolonged period of inflation at too low a level and to sustain credit and economic
activity, the Executive Board of the ECB has cut the bank rate applicable to main
refinancing operations to an all-time low of 0.05% and further reduced the deposit
facility rate – already negative since June – to -0.2%.
The Board has also launched a program of purchases of asset-backed securities and
covered bonds.
The first longer-term refinancing operation took place in September. The measures
adopted have led to a reduction in yields and a significant weakening of the Euro,
factors both expected to have a favourable impact on economic activity.
Banks using forthcoming focused operations could have a further expansionary impact.
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For now, these measures have not been sufficient to reverse forecasts of further falls in
inflation. The ECB Board has repeated its intention to use additional non-conventional
measures if necessary.
Italy remains bottom of the class among C-7 countries.
Indeed, in its Interim Economic Assessment, the OECD reserved its most significant
downwards outlook adjustments for Italy. For 2014, the OECD forecasts a 0.4%
reduction in GDP compared to 0.5% growth forecast in the six-month Outlook published
in May 2014.
The GDP growth forecast for Italy in 2015 has been reduced to 0.1% from 1.1%.
Standard & Poor’s’ has also cut its forecast for Italian GDP growth in 2014, reducing it
from +0.5% as predicted in June to zero.
The domestic market remains depressed and, as indicated above, the contribution of
export demand has lessened because of the strong Euro and the geopolitical tension
that has had a negative impact on international trade.
The Russian-Ukrainian crisis has had – and will continue to have – an extremely
negative impact on foreign trade and the Italian economy. This impact is in danger of
worsening as trade sanctions are tightened and, at the end of the year, it is estimated
that it could lead to a Euro 1 billion reduction in Italian exports to Russia.
On the oil market, the price of European crude oil has fallen steadily from a peak of
USD 115.35 a barrel recorded in June 2014 to the level of USD 94.59 a barrel recorded
in September 2014.
The peak which preceded the summer fall in prices coincided with certain geopolitical
tension, especially in Iraq. Meanwhile, the situation of overcapacity has remaining even
with the heightening tension between Russia and Ukraine.
The oil price trend is explained by the significant increase in production by the United
States, accompanied by a parallel, high level of production by OPEC countries.
In September, the level of production by OPEC countries reached its highest level in the
last 13 months, at 30.66 million barrels a day. Meanwhile, the AIE forecasts a
slowdown in production by China and Russia in the coming months with the result that
overall output should remain broadly unchanged.
As previously indicated, growth in demand has failed to match expectations, also in
relation to emerging countries which grew by less than forecast.
The Brent price trend has been broadly in line with the Euro/USD exchange rate trend
with clear benefits on the Euro oil price for Eurozone countries.
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The following chart shows the Brent price per barrel in the current and previous
reporting periods.

Over the period 1 October 2013 – 30 September 2014, the Euro/USD exchange rate
averaged USD 1.3564 / Euro, a slight increase on the corresponding period in prior
year (USD 1.3120 / Euro). There was a significant level of volatility again this year. The
peak exchange rate recorded on 8 May 2014 at USD 1.3953 / Euro (peak of USD
1.3644 / Euro on 1 February 2013 in the previous year) was followed by the gradual
recovery of the Dollar with the minimum exchange rate of USD 1.2583 / Euro reached
on 30 September 2014 (prior year minimum USD 1.2694 / Euro on 9 November 2012).
The Dollar has continued to strengthen and a new low exchange rate was recorded on
7 November 2014 of USD 1.2393 / Euro. The contrasting economic performance of the
US economy compared to the Eurozone has had a direct impact on the exchange rate
and analysts have interpreted the situation almost unanimously with Goldman Sachs
even forecasting Euro / USD parity by the end of 2017.

Report on operations – Consolidated financial statements at 30.09.2014

Page 8

EUROPE ENERGY GROUP

The following chart shows the Euro / USD exchange rate trend in the current and
previous reporting periods:

In the Italian and European banking sector, the most significant event during the year
was the opening of a new phase of European monetary policy geared towards
sustaining economic growth and softening policies of financial austerity. However, there
have been contrasting signals, especially with reference to the outcome of the first
TITRO (Targeted long term refinancing operation) option in September. These products
are intended to provide the banks with liquidity in order to encourage lending to nonfinancial businesses. The first auction in September saw the banks borrow Euro 82
billion out of an estimated maximum of Euro 400 billion. A second auction will be held
on 11 December 2014 but analysts currently disagree over the likely outcome.
Some analysts maintain that the TITROs will not be successful because of a lack of
desire on the part of the banks to increase the flow of credit and a certain resistance to
take on risk. Others believe that given current interest rate levels, the cost of these
operations is too high. However, the dominant theory is that there is strong pressure on
the ECB to adopt a genuine policy of Quantitative Easing (QE).
Against this background, there is still a limited level of borrowing by Italian banks to
businesses and households but, as highlighted in the ABI monthly report for October
2014, September 2014 was the best month for bank loans since May 2012.
However, the report highlights the fact that the credit risk in Italy has grown with net
non-performing loans totalling Euro 79.5 billion in August 2014 (Euro 73.5 billion in
August 2013), gross non-performing loans amounting to Euro 174 billion (Euro 141.8
billion in August 2013) and the ratio of net non-performing loans to total loans standing
at 4.41% in August 2014 (3.93% in August 2013).
Gross non-performing loans represented 9.2% of total loans in August 2014 (7.3% in
August 2013) and the percentage increased to 15.5% for small businesses (13.1% in
Report on operations – Consolidated financial statements at 30.09.2014
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August 2013) and to 15.2% for businesses in general (11.7% a year earlier) while
standing at 6.7% for household borrowers (6.1% in August 2013).
Average monthly lending by Italian banks to households and non-financial companies
decreased from Euro 1,461 billion in the period October 2012 – September 2013 to
Euro 1,425 billion in the period October 2013 – September 2014 (a decrease of 2.37%
compared to a 2.97% decrease the previous year).
The following table shows total lending by Italian banks to households and non-financial
businesses over the period October 2013 – September 2014 with details of yoy
changes for each month (amounts in Euro mln):
Month

Current

Non-current

Total

yoy chg

Oct-13

364,700

1,061,454

1,426,154

-3.70

Nov-13

358,331

1,060,704

1,419,035

-4.46

Dec-13

362,705

1,053,391

1,416,096

-3.97

Jan-14

370,404

1,069,238

1,439,642

-2.34

Feb-14

364,631

1,069,569

1,434,200

-2.57

Mar-14

364,498

1,066,792

1,431,290

-2.09

Apr-14

362,169

1,065,560

1,427,729

-2.08

May-14

355,301

1,064,704

1,420,005

-2.42

Jun-14

365,793

1,060,289

1,426,082

-1.41

Jul-14

363,803

1,066,005

1,429,808

-1.28

Aug-14

355,896

1,060,057

1,415,953

-1.24

Sep-14

360,500

1,059,500

1,420,000

-0.89

362,394

1,063,105

1,425,500

-2.37

Average

Source: Prepared by ABI Economic Analysis Department

On 26 October 2014, the European Banking Authority (EBA) published the results of
the stress tests performed on 23 European banks. The results showed that 13
Eurozone banks – four of them Italian – failed the test imposed by the European Central
Bank which, from 4 November, will become directly responsible for the supervision of
the main European banks.
The following table contains a list of the fifteen Italian banks that will be under the
supervision of the ECB together with details of their medium-long term rating and
current outlook:

Fitch

Moody's

S&P

DBRS

Banca Carige S.P.A.

BB/Neg.

Caa1/rev. for downgrade B-/Credit watch neg.

Banca Monte dei Paschi di Siena S.p.A.

BBB/Neg.

B1/under rev.

-

BBB/Un. Rev.

Banca Piccolo Credito Valtellinese S.C.

BB/Stable.

Ba3/Neg.

-

BBB(low)/Neg.

Banca Popolare Dell'Emilia Rom.na S.C. BB+/Neg.
Banca Popolare Di Milano S.C.R.L.

BB+/Neg.

B1/Neg.
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Banca Popolare di Sondrio S.C.P.A.

BBB/Neg.

-

-

-

Banca Popolare di Vicenza S.C.P.A.

BB/Stable

-

-

BBB(low)/Neg.

Banco Popolare S.C.

BBB/Neg.

Ba3/Neg.

-

-

Credito Emiliano S.p.A.

BBB+/Neg.

Baa3/Neg.

BBB-/Neg.

-

Iccrea Holding S.p.A

BBB/n.d.

BB+/n.d.

-

Intesa Sanpaolo S.p.A.

BBB+/Stable Baa2/Stable

BBB/Neg.

A(low)/Neg.

BBB/Neg.

-

Mediobanca S.p.A.

-

-

-

UniCredit S.p.A.

BBB+/Neg.

Baa2/Neg.

BBB/Neg.

-

Unione Di Banche Italiane S.C.P.A.

BBB+/Neg.

Baa3/Neg.

BBB-/Neg.

-

-

-

Veneto Banca S.C.P.A.

-

BB/Neg.

Source: institutional sites

The global and European energy market
The powerful emergence of shale Gas which has transformed the US into a net oil
exporter continues to have a major effect. In 2014, this led to an unprecedented price
war on the part of traditional OPEC oil producers, Iraq above all.
As previously stated, the slump in oil prices shows no sign of ending and, in October
2014, the International Energy Agency (IAE) revised downwards its forecast for oil
demand for the period 2014-2015, with demand expected at its weakest since 2009.
The oil market trends are practically the same as those see on the coal market which
has also seen prices decrease in view of increased supply (USA) and uncertainty over
a recovery in consumption levels (Eurozone and emerging countries below
expectations).
On the European market, the process of market coupling between various European
countries – including Switzerland - continues. Market coupling is market integration
mechanism which, when determining the value of electricity in the various zones of the
European market involved, allocates available transmission capacity between zones,
optimising utilisation.
Effective from 14 May 2014, the electricity markets of 17 European countries (Austria,
Belgium, Denmark, Estonia, Finland, France, Germany, Great Britain, Latvia, Lithuania,
Luxembourg, Netherlands, Norway, Poland, Portugal, Spain and Sweden) have been
integrated through market coupling as part of the PCR project (Price Coupling of
Regions). The technical and regulatory solutions for Italy to join are still being studied
(see later “Legal and regulatory framework). In fact, as envisaged by the “EU Energy
Work Plan for 2011-2014” drawn up by ACER at the request of the European
Commission, the Central-Southern electricity region will be one of the last regions to
participate in the market coupling process.
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Italian energy market
The following graph shows the Single National Price (SNP) trend in 2013-2014 and
2012-2013:

The significant decrease in the SNP was certainly influenced by the market situation
described above with weak demand for electrical energy caused by the difficult
economic situation and also by decreases in the price of gas and the price of CO2 and
a reduction in the incidence of green certificate costs.
Therefore, the gap between the Italian SNP and the price on foreign markets has
decreased: the Italy-France difference has decreased from 20.4 Euro/MWh to 17.25
Euro/MWh while the Italy-Germany difference has decreased from 24.3 Euro/MWh to
20.2 Euro/MWh.
Lower domestic demand led to a 3.8% reduction in net electricity production compared
to the first nine months of 2013 and it amounted to 202,694 GWh.
In contrast, imports increased by 3.4% compared to the same period in prior year.
National production for the period, including surges in demand, covered 86.8% of
demand while net imports satisfied the remaining demand.
Rainfall levels were exceptionally high in the first nine months of 2014 and this boosted
hydropower production which increased by 10.0% compared to the same period of
2013 to stand at 46,210 GWh (a level never reached between 2006 and now).
Thermoelectricity production fell by 10.2% to 121,391 GWh compared to 135,251 GWh
in the first nine months of 2013.
Production of energy from renewable sources increased, especially solar energy which
increased by 8.9% to reach a total of 19,645 GWh, while geothermal energy production
increased by 3.9%. In contrast, windpower production decreased by 1% to 11,316
GWh.
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Demand for natural gas also decreased by 11.9% compared to the same period in 2013
to stand at 43,572 billion cubic metres (Source: Snam Rete Gas).
The significant fall in gas consumption was primarily due to the very mild temperatures
and to factors including a fall in demand, the low cost of coal which is a direct
competitor of gas in the production of electricity and the higher level of renewable
energy capacity.
The thermoelectric segment decreased by 15.6% compared to the same period of prior
year.
On the supply side, imports represented around 89% of the requirement before the
change in stored gas while domestic production covered the remainder.
The PSV (Italian VTP) price of gas for the first nine months of 2014 was 22.3
Euro/MWh, 19.7% less than for the same period in 2013. Meanwhile, the price of gas
at the TTF (virtual gas trading point for Northern Europe) was 20.5 Euro/MWh, some
24.4% lower than for the same period in 2013.
Commencing in August, PSV prices began to increase once more and, in September,
the average price was 23.92 Euro/MWh.
Meanwhile, the gap between the PSV price and the TTF price grew and the average for
the nine month period stood at around 1.81 Euro/MWh.

Legal and regulatory framework
The most significant reforms implemented in the period under review, with respect to
the regulation of the sector in which the Group operates, are indicated below.
Consultation document 101/2014/E “Criteria and methods of application of obligations
under REMIT Regulation on the publication of privileged information” published on 13
March 2014
While a Europe-wide conclusion of the process to finalise rules for the operations of
market monitoring and supervisory systems is pending, the AEEG has issued a
Consultation Document which seeks to take forward the debate among market
operators in relation to compliance with obligations to publish privileged information in
terms of Art. 4 of the REMIT. Specifically, bearing in mind the indications given by the
ACER in its guidelines, the AEEG has posed questions regarding the following matters:
 Nature of the privileged information: i.e. if the criteria indicated by the ACER for
evaluation of the impact of privileged information on price and the list of
circumstances that may be classed as privileged information can be considered
exhaustive;
 Methods of compliance with obligations to publish privileged information: i.e. if, in
relation to the guidelines issued by the ACER on the matter (including the
timetable), there are any critical issues or operational implications with regard to
methods of compliance with the publication requirement that should be taken into
account;
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Page 13

EUROPE ENERGY GROUP



Implementation of privileged information publication obligations: given the stated
preference of the ACER for the establishment of a centralised platform for the
publication of privileged information, the AEEG has covered the implications relating
to two possible alternatives:
- in the short-term, fulfilment of the obligation by market operators through
exclusive publication of privileged information on their own Internet sites; or
- the establishment of a centralised platform on a national level.
With regard to the possibility of establishing a centralised platform for publication of
privileged information, the AEEG has put the following options before stakeholders for
their evaluation:
 A single centralised platform for publication of privileged information, to be used by
both the electricity market and the natural gas market and organised and managed
by an institutional entity like the GME;
 Two separate centralised platforms for publication of privileged information – one for
the electricity market and one for the gas market, to be organised and managed by
Terna and Snam Rete Gas, respectively.
In general terms, the AEEG believes that the establishment of a centralised platform to
fulfil the obligations imposed by the REMIT would produce a more efficient outcome for
the following reasons:
 Wider circulation of privileged information and simpler and more rapid access to the
information;
 It would overcome issues raised by the AGCM in terms of impact on competition as
the publication of aggregate information would discourage collusion on the part of
market operators;
 Economic benefits in terms of economies of scale and positive external impact.
GME S.p.A. Consultation Document “DCO no 1/2014 ME: Proposals to change the
timing of activities relating to sessions of the MPE and the PCE” published on 27
February 2014
The process for the realisation of a single European market, aimed at establishing a
truly integrated and efficient internal energy market requires the current model of the
Italian electricity model to be harmonised with the benchmark required by the EU Target
Model. In more detail, among the characteristics required by the EU Target Model, the
latest version of the “Capacity Allocation and Congestion Management” (hereafter:
CACM) provides that for the proper and efficient application of this market model, the
various national spot markets shall have their trading closure times aligned with the
individual “Day Ahead” markets; it also provides that said closure time shall be uniformly
set at 1200 hours (noon).
Through this consultation document, in order to implement the technical measures
contained in the CACM, GME S.p.A. has consulted market operators about certain
proposals for changes to the timing of spot electricity market sessions and about the
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timing of the operations of the PCE. Under the proposed solutions, GME suggests that
the new timings should be evaluated and analysed also in light of the ongoing
consultation process which TERNA – as electricity transmission system operator – has
launched on the national electricity Network Code.
Resolution no 13/2014/R/EFR of 23 January 2014 “Definition of subsidy rate to cover
costs incurred by distributors subject to obligations regarding energy efficiency
certificates with effect from 2013”
By means of this Resolution, the Regulator – implementing Article 9 of Ministry for
Economic Development Decree of 28 December 2012 – laid down new criteria for the
quantification of the subsidy rate for energy efficiency certificates (“TEE”) to be paid to
distributors subject to related obligations with effect from 2013. In compliance with the
aforementioned Ministerial Decree, the new criteria applied by the AEEG to calculate
the unit subsidy rate provide that the subsidiary shall be calculated – and updated – in
order to reflect the price trend of white certificates on the relevant market.
Previously, the subsidy rate was established in advance, before the start of the year in
question, taking account only of the average change in bills for electricity, gas and
heating oil, without making reference to the prices recorded on the TEE market.
As announced by the AEEG in its DCO 485/2013/R/efr, the new mechanism provides
that, at the start of each year, the Regulator shall determine and publish the amount of
the provisional subsidy. However, it will not be paid immediately to distributors subject
to the relevant obligations but shall constitute a benchmark for the TEE market. Only at
the end of each year of obligation shall the Authority calculate – using the formula laid
down in the aforementioned order – the final subsidy rate that will then be paid to the
distributors in question.
The mechanism and the calculation formulae have been specifically structured so that
if, at the end of the year, the TEE market prices are higher than the provisional subsidy,
part of the additional cost would remain with the distributors subject to obligations and
they would, implicitly, be induced to limit any TEE market price increases as much as
possible. In contrast, if market prices are lower than the provisional subsidy, during
payment of the final subsidy, only part of the lower purchase cost of the TEE would be
paid to the distributors.
On first-time application for 2013, as there were no comparative figures for prior years,
the provisional subsidy was set at 96.43 Euro/TEE based on the amounts traded on the
TEE market in the last two years, also in order to reduce the previous accumulated
imbalance between subsidies already paid to distributors and average prices recorded
on the TEE market.
As from next year and until year of obligation 2016, the provisional subsidy will be
quantified based on the final subsidy paid the previous year, as adjusted based on
percentage changes in the energy bills of domestic customers.
The Order provides that the final annual subsidy shall be paid by the Cassa Conguaglio
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for the electricity industry, in terms of Article 16 of Ministerial Decree of 28 December
2012, at the specific request of Gestore dei Servizi Energetici S.p.A. upon completion of
testing and checks in accordance with Article 13(2) of said Decree and, in any case,
until reaching the specific updated target for the distributor in question.
Last, the AEEG notes that, with the implementation of this order, the resolutions of
219/04 and the resolution of 98/06 are annulled and the Head of the Markets Division of
the AEEG is appointed to perform a specific study – possibly with assistance from
universities and research bodies – to define/formulate the provisional subsidy rate
based on the marginal investment costs necessary to introduce energy saving
measures.
AEEG statement to operators “Update of guaranteed minimum prices for 2014 – in
terms of AEEG Resolution no 280/07 of 6 November 2007”, as published on 30
January 2014
The AEEG used this statement to announce that Resolution 618/2013/R/EFR had
amended and updated Resolution no 280/07, in order to establish the new structure
and new amounts of the guaranteed minimum prices for application with effect from 1
January 2014.
Under the incentive scheme provided for by the Ritiro Dedicato (“Simplified Purchase
and Resale Arrangements”): the Regulator “[..] establishes the guaranteed minimum
prices for the purchase of electricity fed in annually by hydropower plants with average
annual nominal capacity up to 1 MW and by plants using other renewable energy
sources with nominal active capacity up to 1 MW, except for hybrid plants [..]”. Subsection 5 of the same article also provided that “[..] the guaranteed minimum prices are
to be defined applying, on an annual basis, to the amounts in place in the previous
calendar year, the annual percentage change in consumer prices for blue collar and
white collar households as recorded by ISTAT (Italian National Statistics Office) and
rounded to the nearest 0.1.[..]”.
Resolution 609/2013/R/eel of 19 December 2013 “Compliance test for agreement
between Terna S.p.a. and Gestore dei Mercati Energetici and approval of market
coupling agreements on Italy-Slovenia interconnection”
By means of this resolution, the Regulatory approved the new regulatory framework for
2014 for continuation of the Market Coupling project between Italy and Slovenia. In
particular, compared to the previous MC It-Si 2013 structure, the changes made to the
framework provided for the following:
 Extension of the project for the whole of 2014, at the specific joint request of the
Italian and Slovenian Regulatory Authorities and maintenance of the project until
complete operational integration as part of the broader regional coupling project
known as the Italian Borders Working Table (IBWT);
 The transfer – on the Slovenian side – from the transmission system operator
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(ELES) to the electricity exchange (BSP) of activities regarding the role as central
counterparty for commercial flows resulting from the coupling;
 A new system for distribution between the two central counterparties (GME in Italy
and BSP in Slovenia) of the Joint Revenue to be transferred on a national basis to
the respective Transmission System Operators.
Through this resolution, the AEEG thus approved:
 Amendments to the Master and Pentalateral Agreements drawn up by the working
group operating on the project;
 The resulting changes to the Convention between the GME and the CCSE for the
management of payments relating to energy imports/exports and procedures for the
distribution of Joint Revenue resulting from market coupling;
 The new Bilateral Agreement between the Central Counterparties to the project GME in Italy and BSP in Slovenia – as drawn up in place of the previous similar
contract between GME and the Slovene Transmission Network Operator (ELES).
Under the same resolution, the Authority also approved the renewal of the Convention
between GME and Terna, in terms of resolution no.111/06, which was due to expire on
31 December 2014..
As well as confirming the GME-TERNA technical procedures for the coordination of the
MGP market and the Energy Accounts Platform (PCE), with specific reference to
market coupling processes, the renewal also confirmed procedures relating to:
 Payment to Terna, on a monthly basis, of the joint revenue from market coupling for
all hours of the month when there was, in absolute terms, a price differential
between the Italian and Slovene day-ahead markets;
 Payment, by Terna to GME, of amounts equal to the interest expenses that GME
shall itself have to pay to CCSE for the advance payments made by [CCSE] in
relation to energy imports resulting from market coupling;
 In connection with the above, payment to Terna by GME of amounts equal to the
interest income that GME receives from CCSE in relation to energy exports resulting
from market coupling.
Resolution 391/2013/R/efr of 19 September 2013 “Rules for the determination of
primary energy saving objectives for electricity and natural gas distributors subject to
obligations under Ministerial Decree of 28 December 2012”
As part of the regulation of the TEE mechanism, by means of this resolution - in terms
of Ministerial Decree of 28 December 2012 “Determination of national quantitative
energy saving objectives to be pursued by gas and electricity distributors in the years
from 2013 to 2016 and strengthening of the white certificates scheme” - the AEEG
began to collate the data needed to allocate the relevant annual national objectives
between those subject to the obligations.
Specifically, the Ministerial Decree of 28 December 2012 amended, supplemented and,
in part, superseded the previous rules laid down by the Ministerial Decrees of 20 July
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2004 and 21 December 2007, establishing that:
 Electricity distributed by a distributor is intended as electricity transported at all
voltage levels to end customers connected to the grid/network of the same
distributor, which has the right to operate an electricity distribution business in terms
of Article 9 of Legislative Decree 79/99, including consumption by the distributor
itself;
 Those subject to obligations under the said decree include distributors of electricity
and natural gas which as at 31 December of the two years prior to each year of
obligation had more than 50,000 end customers connected to their distribution
network;
 The annual share of the objectives allocated to each electricity or natural gas
distribution business is determined by the ratio of the electricity or natural gas
distributed by the distributor to its end customers – and self-certified by it – and the
total amount of electricity or natural gas distributed throughout Italy by all entities
subject to the obligations; this share is determined each year by the AEEG based on
data reported by the individual distributors.
Given the above, as a result of this decree, the Regulator has implemented the
provisions of Article 4(6) and(7) of the aforementioned Ministerial Decree of 28
December 2012. Furthermore, the adopted method is similar to those already used in
the past as the specific rules are broadly similar to those previously introduced by the
Ministerial Decrees of 20 July 2004 and by the Ministerial Decree of 21 December
2007.
On the matter of the reporting by individual distributors of the data needed by the AEEG
to allocate the objective for 2013, the Authority has set 31 October 2014 as the deadline
by which each distributor must submit the requested data, also in order to achieve the
gradual improvement of the information requests made each year by the AEEG to
electricity and has distributors, thus reducing the compliance requirements imposed
upon them.
Finally, taking account of the amendments, additions and redrafts introduced by
Ministerial Decree of 28 December 2012 to the previous rules, the Authority has also
repealed resolution no 344/07, replacing and superseding it with the provisions
contained in the Ministerial Decree of 28 December 2012
GME statement to operators “Closure of the CO2 emissions market” published on 6
March 2014
The GME informed operators that, on 5 March 2014, it had approved the closure of
the CO2 emissions market with effect from 22 March 2014.
As a result of the closure of the CO2 emissions market:
(i)
all of the operators admitted to said market lost the status of operator taken on
under said regulation;
(ii)
all admission agreements signed with operators following the admission
Report on operations – Consolidated financial statements at 30.09.2014

Page 18

EUROPE ENERGY GROUP

(iii)

procedure covered by the regulations and still in force at the aforementioned
date are considered rescinded. However, the obligations taken on by
operators on the CO2 emissions market and not yet extinguished at the date
of closure of the market remain effective;
the GME shall not carry out the admission procedures relating to applications
for admission to the CO2 emissions market presented during the period of
suspension of said market.

Consultation document 101/2014/E/com “Criteria and method of application of
obligations under REMIT Regulation on the publication of privileged information”
published on 13 March 2014
While the process to finalise rules for the operations of market monitoring and
supervisory systems is pending, the AEEGSI (“Electricity, Gas and Water Authority”)
has issued a Consultation Document which seeks to take forward the debate with
market operators in relation to obligations to publish privileged information in terms of
Art. 4 of the REMIT “Regulation on Wholesale Energy Market Integrity and
Transparency, No 1227/2011). Also bearing in mind, the position of ACER (“Agency
for the Cooperation of Energy Regulators”), the AEEGSI has posed questions
regarding the following matters:
(i)
the nature of the privileged information;
(ii)
methods of compliance with obligations to publish privileged information;
(iii)
implementation of privileged information publication obligations.
On the last point, given the stated preference of the ACER for the establishment of a
centralised platform for the publication of privileged information, the AEEGSI has
identified two possible alternatives:
a) in the short-term, fulfilment of the obligation by market operators through
exclusive publication of privileged information on their own Internet sites; or
b) the establishment of a centralised platform on a national level.
With regard to the possibility of establishing a centralised platform for publication of
privileged information, the AEEGSI has put the following options before stakeholders
for their evaluation:
a) a single centralised platform for publication of privileged information, to be used
by both the electricity market and the natural gas market and organised and
managed by an institutional entity like the GME (Gestore dei Mercati Energetici
S.p.A.);
b) Two separate centralised platforms for publication of privileged information – one
for the electricity market and one for the gas market, to be organised and
managed by Terna S.p.A: (“Terna”) and Snam Rete Gas (“Snam”), respectively.
AEEG-SI resolution of 13 March 2014 107//2014/R/EFR, “Application of energy
efficiency certificates mechanism in case of large-scale projects and definition and
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recognition of constant amount for said certificates” published on 14 March 2014
As part of the Energy Efficiency Certificates (“TEE”) incentive mechanism, the
Interministerial Decree of 28 December 2012 established new annual national
quantitative objectives and introduced (See Art 8) rules relating to large-scale
projects i.e. energy efficient projects realised in relation to infrastructures, industrial
processes or projects in the Transportation Segment which generate, within a year of
implementation, savings (including potential savings) of more than or equal to 35,000
TOE (hereafter: “Large-scale Projects”). In particular, Article 8(3) of said Decree
provides that, in relation to Large-scale Projects, “the [main operator] will also be
given the possibility of opting for a system that guarantees a constant value for the
certificate throughout the life of the project, an amount equal to the value at the date
of approval of the project”. It also provides that the AEEGSI shall define “the method
of operation of this provision, taking account of any fluctuation in the market value of
the certificate”. Bearing this in mind, by means of this Decree, the Regulator
established the method for application of the TEE mechanism to Large-scale Projects
as well as the criteria and methods for use in recognising the constant value of the
TEE certificates. On the method of application of the TEE mechanism to Large-scale
Projects, the AEEGSI has ruled that operators wishing to access the system
providing for a constant TEE value must state this intention when they apply to the
Ministry for Economic Development for activation of the Large-scale Project
evaluation procedure in terms of Article 8(1) of the Interministerial Decree of 28
December 2012 and that this choice must be made, definitively by the operator, at
the end of the said evaluation procedure. Therefore, this choice cannot be changed
during the life of the project and shall apply for the entire incentive period.
Energy Efficiency Certificates (TEE) recognised in relation to Large-scale Projects for
which the fixed remuneration system has been chosen are issued and immediately
withdrawn by the Gestore dei Servizi Energetici (“GSE”). Distributors cannot use
these certificates to comply with their obligations and they cannot be traded. IN
contrast, Energy Efficiency Certificates relating to Large-scale Projects not covered
by the constant value system are treated on the same basis as TEEs resulting from
other projects admitted to the remuneration mechanism. Therefore, distributors can
use these certificates to fulfil their obligations, resulting in payment of the subsidy in
the manner established by AEEGSI resolution no.13/2014/R/efr.
Finally, we note that the Regulator has also specified the method of payment of the
constant value of Energy Efficiency Certificates issued by Large-scale Projects
accessing the fixed incentive system.
Statement by GME to operators “MTEE: publication of DTF no 03 rev. 04 of the TEE
market”, published on 26 March 2014
The GME informed operators that DTF no 03 rev. 04 containing Technical Rules for
the TEE Market has been published, as amended in order to regulate the
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determination of the minimum conventional price i.e. the amount of the deposit,
requested in advance for each TEE, from operators who intend to submit purchase
offers during the next market session, if:
(i)
It becomes necessary to increase the number of sessions given the
approaching expiry date for fulfilment of the obligation;
(ii)
There will be public holidays at least once a week in the period when market
sessions take place and this makes it difficult in practical terms for operators to
access the register of certificates;
(iii)
This is one of the last market sessions before expiry of the obligation – 31 May
each year.
In such cases, the GME may, exceptionally, set a conventional price higher than
Euro 30 (the current level of the conventional price).
Consultation document 180/2014/R/eel “Changes to rules on the settlement of
physical and economic items of dispatching service”, published on 17 April 2014
In relation to the settlement procedures between Terna and dispatching users, the
AEEG used this Consultation Document to ask electricity segment operators to
assess a number of proposed changes to Attachment A of resolution ARG/elt 107/09
(“Integrated Settlement Text / TIS”) which would:
a) Adjust the timing of completion of monthly settlement sessions with the aim of
bringing them into line with the provisions of Art. 22 of said TIS;
b) Minimise the risks relating to improper management of the activities of the
distribution companies and Terna in relation to completion of the six-monthly
settlement adjustment sessions.
On point a), the current TIS rules provide for the application of transitory measures
with regard to the timing of calculation and payment of economic items in the monthly
settlement between Terna and the dispatching users and these measures allow more
time for these activities to take place.
However, the AEEGSI believes that conditions are now right for changes to the
aforementioned transitory timetable.
With regard to point b), there is now a need for changes to reporting/disclosure
requirements and to the role of the dispatching users in the six-monthly settlement
adjustment sessions. Based on the proposals contained in the Consultation
Document, the AEEGSI intends to finalise an effective regulatory framework that
would provide those involved with greater certainty in relation to the determination of
the physical and economic items resulting from adjustments to settlement figures
and/or from late adjustments, in relation to the six-monthly settlement adjustment
sessions.
Consultation document 302/2014/R/ eel, “Changes to balancing rules for production
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programmable renewable sources of energy”, published on 20 June 2014
In this document, the AEEGSI stated its position on changes to the dispatching
service for application to electricity production facilities that use non-programmable
renewable sources. The changes are required in order to implement Decision no
2936 of 9 June 2014 of the Council of State (“CoS Decision”).
The CoS Decision definitively annulled AEEG resolution no 281/2012/R/efr,
“Changes to the electricity dispatching service for electricity production facilities using
non-programmable renewable sources”, but confirmed the approach adopted by the
AEEGSI in relation to the non-sharing of balancing fees.
Therefore, producers from non-programmable renewable sources, like all other
producers of electricity, as users of dispatching services, must be made responsible
for the proper planning of the energy fed in by them to the network.
The following emerges from the Consultation Document:
(i)
Production facilities that use non-programmable sources of energy are made
subject to balancing rules;
(ii)
Given the particular nature of each source of energy, the sources cannot
simply by treated on the same basis as programmable sources;
(iii)
Balancing fees attributable to non-programmable renewable sources must not
be shared;
(iv)
One possible solution could be to introduce a system that incorporates
different amounts for each source.
The AEEGSI also notes that, as a result of the aforementioned CoS Decision
(immediately executive with retroactive effect from 1 January 2013) and until the new
rules that will follow the options indicated in the Consultation Document come into
operation, the previous rules on the matter are reintroduced i.e. Article 40 (4) and(5)
of Attachment A to resolution 111/06, in the form used before Resolution
281/2012/R/efr came into force.
Ministry for Economic Development Decree of 30 June 2014 “Approval of rules for
the Capacity Payment model”, as published in the Official Gazette General Series no
158 of 10 July 2014
Following on from the approval of the AEEGSI with Order no.319/2014/I/EEL dated
30 June 2014, the Ministry for Economic Development used this Decree to approve
the rules for the Capacity Payment model as proposed by Terna on 20 September
2013. This model is designed to replace the current transitory mechanism for
payment of production capacity while providing the Transmission System Operator
with the means necessary to guarantee adequate production capacity in the medium
and long-term, on a more efficient basis and at a lower cost.
Generally speaking, the scope of the reform is, on the one hand, to satisfy – safely
and with adequate levels of quality – expected demand for electricity at times of day
and in areas where the supply is most scarce and, on the other hand, to provide
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sufficiently flexible services, to the extent strictly necessary to ensure the system is
secure and that requirements are met without the need for electricity price increases
for end customers.
GME S.p.A: consultation document “DCO no 4/2014 for integration of the electricity
market with EU markets” as published on 25 July 2014
The GME has asked operators to evaluate several proposals for changes to the MGP
market necessary to integrate the Italian MGP market, through market coupling, with
equivalent bordering markets.
In fact, in this context, the implementation of market coupling across all Italian
borders will make it necessary to harmonise certain particular aspects of the Italian
markets with other European markets and, in particular, the aspect regarding the
different payment periods adopted there.
Consultation document 356/2014/R/eel, “Accession of the Italian market to the
European market coupling project, regulatory framework and implementation
proposals”, published on 24 July 2014
In this document, the AEEGSI presented electricity operators with details of the
progress in relation to the accession of the Italian electricity market to the market
coupling project which is planned for the end of 2014. It sets out the action still
necessary to achieve this objective.
The Consultation Document is also intended to ask interested parties to consider
certain implementation solutions necessary to make it possible also to integrate the
Italian Day-Ahead Market.
Finally, the AEEGSI describes the subsequent steps that will be necessary and
provides an overview of the regulatory measures that will be adopted in the coming
months in order to launch market coupling on the Northern borders (except for
Switzerland).

Additional IRES (Robin Hood Tax)
Decree Law 138/2011 further extended the range of entities affected to include energy
companies with revenues in excess of Euro 3 million and taxable income of more than
Euro 300 thousand. From the next reporting period (30.09.2015), the additional IRES
rate will return to 6.5% from its current level of 10.5%.

Operating performance in the reporting period ended 30.09.2014
Primary margin on ordinary activities (intended as the difference between “Revenues
from sales of goods and services” and the sum of “Cost of raw and ancillary materials,
consumables and goods” and “Change in inventories of raw and ancillary materials,
consumables and goods”) has increased by 64 to Euro 10,352 thousand compared to
Euro 6,326 thousand the previous year. These amounts represent 0.57% and 0.42% of
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revenues, respectively.
The Group’s profit from ordinary activities for the reporting period ended 30.09.2014
has increased by 45% from Euro 5,808 thousand the previous year to Euro 8,433
thousand this year.
Net financial expenses have decreased by 32% from Euro 886 thousand for the
previous reporting period to Euro 502 thousand in the year ended 30.09.2014.
During the year, gains totalling Euro 267 thousand were realised on the disposal of
several companies previously included in the scope of consolidation. The disposals
regarded 21 subsidiaries which sold electricity to end customers and were incorporated
in previous years to operate in wholesale electricity trading.
Therefore, the Group’s trend of growth was again confirmed during the year.
Objectives set the previous year were achieved in full and, in some cases, surpassed.
This was so in terms of volumes traded and profitability and with regard to the presence
of the business on European markets. Constant investment in the establishment of
relations with leading businesses and access to the principal platforms in Europe were
key to the growth of the business and made it possible to achieve satisfactory results
notwithstanding the difficult macroeconomic climate.
In the situation outlined above, as previously stated, the Group managed to increase its
net profit for the year by 51% to Euro 4,828 thousand compared to Euro 3,199
thousand the previous year.
Gross operating margin, determined as the difference between value of production and
cost of production net of depreciation and amortisation and accruals, has increased
from Euro 5,808 thousand in prior year to Euro 8,433 thousand in the year ended
30.09.2014.
Profit before tax amounts to Euro 8,195 thousand against Euro 5,309 thousand the
previous year.
In order to facilitate assessment of the trading performance and financial position, the
Group's reclassified consolidated financial statements are presented below. For a more
complete interpretation of the Group's performance, reference should be made to the
subsequent paragraphs of this Report on Operations, as well as to the Consolidated
Balance Sheet and Income Statement and the Explanatory Notes.
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INCOME STATEMENT
(amounts in Euro/000)

Value of production

Financial year ended
30.09.2014
1,823,054

Financial year ended
30.09.2013
1,520,363

-1,814,621

-1,514,554

8,433

5,809

-502

-886

Cost of production
Net value of production
Net financial expenses
Adjustments to financial assets

0

0

264

386

8,195

5,309

-3,367

-2,110

4,828

3,199

Financial year ended
2014
1,822,378

Financial year ended
2013
1,519,700

Change in inventory

0

0

Change in contract work in progress

0

0

Net extraordinary income
Profit before taxation
Taxation
NET PROFIT FOR THE YEAR

VALUE OF PRODUCTION
(amounts in Euro/000)

Revenues from sales and services

Capitalisation of assets constructed in-house

0

0

Other income and revenues

676

663

VALUE OF PRODUCTION

1,823,054

1,520,363

Revenues
Total revenues amount to Euro 1,823,054 thousand (Euro 1,520,363 thousand the
previous year) and mainly relate to the sale of electricity and related charges, except for
Euro 100 thousand (Euro 50 thousand the previous year) of revenues from energy
related consultancy services.
As previously stated, the company did not enter into any transactions for the sale of
natural gas this year or in the previous year.

Costs
The costs incurred mainly relate to the normal costs associated with the conduct of
the Group's ordinary operations and, in particular, to costs related to purchases of
electricity on domestic and foreign markets.
During the year, the Group also made a provision, details of which are disclosed in
the explanatory notes.
The costs recorded in the consolidated financial statements may be summarised as
follows (amounts in Euro/000):
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Financial year ended
30.09.2014
Purchases of raw materials
Services
Lease and rental costs
Personnel
Depreciation, amortisation and writedowns
Change in inventories
Provision for risks
Other operating expenses
Total

Financial year ended
30.09.2013

1,807,867

1,508,346

3,611

4,656

42

45

593

366

1,326

151

36

-44

0

0

1,145

1,034

1,814,621

1,514,554

Financial analysis
At 30.09.2014, the net financial position stood at Euro 11,049 thousand, substantially
in line with prior year (Euro 11,353 thousand at 30.09.2013).
Electricity trading with wholesale customers, which are mostly municipally owned or
key players, has allowed the Group to maintain stable cash flow, while timely cash
collection and extended payment terms have enabled it to maintain a level of liquidity
in line with prior year.
The Group’s operating cash flow decreased from Euro +12.215 thousand last year to
Euro +1,445 thousand in the year ended 30 September 2014.
This result was mainly due to:
- reimbursement of guarantee deposits received from customers in the previous
period (Euro -3,833 thousand, other payables) mainly in relation to participation in
interconnection capacity auctions or the purchase of electricity on regulated
European markets
- a larger increase in trade receivables than in trade payables (Euro -3,531
thousand) mainly because of an increase in the volume of electricity brokered;
Once again, during the reporting period, the Group had to use part of its liquidity as
collateral for lines of credit for the issue of guarantees to operators of European
networks and suppliers of electricity. The deterioration in the credit rating of the
Italian State and, consequently, the Italian banking system has continued to have a
negative impact on the Group’s activities. This situation has had an impact on both
operational and economic aspects. Last year, the credit rating downgrade of the
entire Italian banking system made it impossible for Italian banks to issue guarantees
with ratings acceptable to the leading European network operators and the main
clearers on European electricity exchanges. This year, a significant number of banks
have had ratings below investment grade and even the main Italian operators are no
longer accepting guarantees issued by them. Obviously, also with reference to
foreign suppliers, it is increasingly difficult to provide guarantees issued by Italian
banks. Consequently, the parent company has had to approach foreign banks for the

Report on operations – Consolidated financial statements at 30.09.2014

Page 26

EUROPE ENERGY GROUP

issue of such guarantees. The deterioration of the Italian credit market has also led to a
higher incidence of financial expenses.
During the year, investment activities generated cash outflows totalling Euro 672
thousand against Euro 1,517 thousand in prior year, mainly as a result of the acquisition
of securities in relation to the above (Euro -534 thousand).
Cash flows from financing activities were positive by Euro 809 thousand compared to
negative cash flows of Euro 1,528 thousand the previous year. Last year’s negative
cash flows were mainly due to repayment of the loan from then parent company Europe
Holding S.r.l. (Euro 1,375 thousand). See “Investments” for more details.
During the year, dividends totalling Euro 2,350 thousand were paid to shareholders
Europe Holding Srl and Light Energy Srl.
Considering all of the above, net cash outflows remained significant as a percentage
of net profit for the year but improved by 32% from a net outflow of Euro 886
thousand in prior year to Euro -502 thousand this year.
Net financial expenses amounted to Euro 1,067 thousand (Euro 1,192 thousand the
previous year ) and included:
Financial year ended
30.09.2014
778

Financial year ended
30.09.2013
901

41

47

Late payment interest expense

0

0

Factoring interest and charges

Interest expense on bank accounts
Interest expense on loans

182

233

Cash discount

30

0

Other

36

11

Total

1,067

1,192

In the year ended 30.09.2014, financial income totalled Euro 567 thousand (Euro 308
thousand in prior year) and was analysed as follows:
Financial year ended
30.09.2014

Financial year ended
30.09.2013

Interest income on non-current receivables
from parent companies

40

26

Interest income from securities

11

11

Bank interest income

89

94

358

175

Sundry interest income

10

2

Differentials receivable on option agreements

60

0

567

308

Late payment interest income

Total

The Group has also recorded exchange losses of Euro 2,700 (exchange losses of Euro
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2,499 at 30.09.13).

Ratio analysis
The reclassified consolidated balance sheet and income statement are set out in the
following tables.
Balance Sheet – “Financial”
reclassification

As at

As at

30.09.2014

30.09.2013

ASSETS
FIXED ASSETS

4,525,377

6%

5,174,554

7%

Intangible assets (IA)

1,557,724

2%

1,312,828

2%

2,400,100

3%

2,395,379

3%

-528,514

-1%

355,466

0%

1,096,067

1%

1,821,813

2%

73,571,359

94%

70,307,352

93%

12,429

0%

48,229

0%

Deferred liquidity (Dl)

49,863,959

64%

46,071,238

61%

Immediate liquidity (Il)

23,694,971

30%

24,187,885

32%

INVESTED CAPITAL (IC)

78,096,736

100%

75,481,906

100%

10,750,391

14%

7,772,505

10%

Share capital (SC)

3,500,000

4%

2,000,000

3%

Reserves (R)

7,250,391

9%

5,772,505

8%

NON-CURRENT LIABILITIES (NCL)

1,215,659

2%

1,329,525

2%

Financial (FNCL)

1,153,694

1%

1,286,439

2%

61,965

0%

43,086

0%

CURRENT LIABILITIES (CL)

66,130,686

85%

66,379,876

88%

Financial (FCL)

11,956,373

15%

11,548,359

15%

Non-financial (NFCL)

54,174,313

69%

54,831,517

73%

Tangible fixed assets (TFA)
Historical cost (HC)
Accumulated depreciation/Amortisation (ADA)
Financial fixed assets (FFA)
CURRENT ASSETS (AC)
Inventories (I)

-

LIABILITIES AND
SHAREHOLDERS’ EQUITY
SHAREHOLDERS’ EQUITY (SE)

Non-financial (NFNCL)
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CAPITAL FUNDING (CF)

78,096,736

100%

75,481,906

100%

The line item Intangible assets includes deferred charges of Euro 716,218 (Euro
989,849 at 30.09.2013) which relate to costs pertaining to future financial years
equating to the costs capitalised as intangible assets.

Balance Sheet "by functional area "

As at

As at

30.09.2014

30.09.2013

APPLICATIONS
OPERATING INVESTED CAPITAL (OIC)

77,000,669

338%

-54,236,278

-238%

22,764,391

100%

18,785,490

100%

5,000

0%

3,500

0%

22,769,391

100%

18,788,990

100%

SHAREHOLDERS’ EQUITY (SE)

10,750,391

47%

7,772,505

41%

FINANCIAL PAYABLES (FP)

12,019,000

53%

11,016,485

59%

CAPITAL FUNDING (CF)

22,769,391

100%

18,788,990

100%

- Operating liabilities (OL)
NET OPERATING INVESTED CAPITAL (NOIC)

NON-OPERATING APPLICATIONS (NOA)
NET INVESTED CAPITAL (CIN)

73,660,093

392%

-54,874,603 -292%

SOURCES

Reclassified Income
Statement
Revenues from sales (SR)
Other revenues (OR)
Internal production (IP)
A. VALUE OF
PRODUCTION (VP)
Consumption of raw,
ancillary and consumable
materials and goods(CM)
Other external operating
costs (EOC)
B. External costs
C. VALUE ADDED (VA)
(A-B)
D. Payroll costs (PC)

Financial Year

Financial Year

ended 30.09.2014

ended 30.09.2013

1,822,377,983

99.96%

1,519,699,566

99.96%

675,931

0.04%

663,391

0.04%

-

0.00%

-

0.00%

1,823,053,914

100.00%

1,520,362,957

100.00%

1,807,903,167

99.17%

1,508,301,936

99.21%

4,798,195

0.26%

5,734,907

38.00%

1,812,701,362

99.43%

1,514,036,843

99.58%

10,352,552

0.57%

6,326,114

0.42%

592,973

0.03%

366,225

0.02%
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E. GROSS OPERATING
MARGIN (EBITDA) (C-D)

9,759,579

0.54%

5,959,889

0.39%

1,326,302

0.07%

151,345

0.01%

-

0.00%

-

0.00%

1,326,302

0.07%

151,345

0.01%

8,433,277

0.46%

5,808,544

0.38%

-

0.00%

-

0.00%

-

0.00%

-

0.00%

-

0.00%

-

0.00%

8,433,277

0.46%

5,808,544

0.38%

263,812

0.01%

386,586

0.03%

-

0.00%

-

0.00%

263,812

0.01%

386,586

0.03%

8,697,089

0.48%

6,195,130

0.41%

Financial expenses (Fe)

502,419

0.03%

886,261

0.06%

N. FINANCING OF
PRODUCTION

502,419

0.03%

886,261

0.06%

Depreciation / Amortisation
(DA)
Provisions and writedowns
(Pro)
F. Depreciation,
amortisation and
provisions
G. OPERATING MARGIN
(EBIT) (E-F)
Non-operating income
(NOI)
Non-operating expenses
(NOE)
H. RESULT FROM NON
OPERATING ITEMS
I. OPERATING RESULT
BEFORE
EXTRAORDINARY
ITEMS (ORBEI) (G+H)
Extraordinary income (Ei)
Extraordinary expense
(Ee)
L. EXTRAORDINARY
ITEMS (EI)
M. OPERATING RESULT
AFTER
EXTRAORDINARY
ITEMS (ORAEI) (I.+L)

5.96%

15.26%

O. PROFIT BEFORE
TAXATION (PBT) (M-N)

8,194,670

0.45%

5,308,869

0.35%

P. Taxes on income (I)

3,366,874

0.18%

2,109,590

0.14%

NET PROFIT (NP) (O-P)

4,827,796

0.26%

3,199,279

0.21%
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The table below sets out the key ratios for the Group's balance sheet, financial and
income statement situation.
Ratios regarding financial
performance and standing

RATIO
FORMULA

Financial year
ended 30.09.2014

Financial
year ended
30.09.2013

Ratios for components of applications
and sources
Ratios for components of applications
Fixed assets to invested capital ratio

FA/IC

6%

7%

Current assets to invested capital ratio

CA/IC

94%

93%

(DL+IL)/IC

94%

93%

SE/CF

14%

10%

(NCL+CL)/CF

86%

90%

NCL /CF

2%

2%

CL /CF

85%

88%

R/SE

67%

74%

Primary equity to non-current asset ratio

SE/FA

238%

150%

Primary fixed assets to equity capital margin

SE-FA

6,225,014

2,597,951

Secondary equity to non-current asset ratio

(SE+ NCL)/FA

264%

176%

7,440,673

3,927,476

AD/sc

-15%

18%

(NCL+ CL)/SE

626%

571%

(FNCL+ FCL)/SE

122%

165%

R/SE

67%

74%

10,745,143

7,767,257

Total liquidity ratio
Ratios for components of sources
Equity ratio
Debt ratio
Medium-long term debt ratio
Short term debt ratio
Capital protection ratio
Solidity ratios
Fixed assets financing ratios

Secondary fixed assets to equity capital margin
Extent of depreciation of tangible fixed assets

SE+NCL-FA

Debt ratios
Total debt ratio
Financial debt ratio
Other
Share capital cover
Adjusted tangible shareholder's equity

SE-Deferred charges

Liquidity ratios
Primary liquidity ratios
Current ratio

CA/CL

111%

106%

Current margin (Net working capital)

CA-CL

7,440,673

3,927,476

111%

106%

7,428,244

3,879,247

-42,435,715

12,639,526

Treasury ratio
Treasury margin
Short term net financial indebtedness

(Il+Dl)/CL
Il+Dl-CL
Il-FCL

Working capital ratios
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Turnover of trade receivables (T.t.t.)
Average collection terms for trade receivables
Turnover of trade payables (T.t.p.)
Average payment terms for trade payables

SR/Trade receivables
365/T.t.t.

5286%

4408%

7

8

4067%

3393%

9

11

FC/SR

0.03%

0.03%

FC/(VP+NOI)

0.03%

0.03%

Purch./Trade payables
365/T.t.p.

Other financial stability ratios
Financial expenses to sales
Financial expenses to full production
Earnings ratios
ROE (Return on Equity)

NP/SE

45%

41%

Gross ROE

PBT/SE

76%

68%

(NP+EI)/SE

47%

46%

OI/NOIC

37%

31%

RONA (Return On Net Assets)

ORAEI/NIC

38%

33%

Normalised RONA

ORBEI/NIC

37%

31%

OI/sR

0.5%

0.5%

8005%

8090%

0.5%

0.5%

8008%

8093%

4%

8%

Normalised ROE
ROI (Return on Investment)

ROS (Return on Sales)
Productivity of invested capital
ROP (Return on Production)
Productivity of invested capital
Average cost of financing

sR/NOIC
OI/VP
VP/NOIC
FC/FI

The following should be noted with regard to the above ratio analysis:
- ROE (Return on Equity), intended as the ratio of Net profit to Shareholders' equity,
determines the percentage return on funds invested by the shareholders and, in
this case, has increased slight compared to the the previous financial year;
- the incidence of financial expenses on sales is very low and is in line with prior
year;
- the treasury margin, intended as the difference between liquidity (immediate and
deferred) and current liabilities, shows a further improvement of the business's
capability to satisfy its short and medium term debt from available liquidity or from
current and medium term receivables.
- ROI (Return on Investment), intended as the ratio of Operating income to Invested
Capital, reflects the profitability and efficiency of the management of a business,
indicating its ability to provide a return on equity attributable to the Group and a
return for minority interests. The return has improved further this year compared to
prior year (R.O.I. has improved from 31% at 30.09.2013 to 37% at 30.09.2014).

Capital expenditure/Investments
During the year ended 30.09.2014, the Group made the following investments
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totalling Euro 729 thousand in tangible and intangible assets (Euro 1,092 thousand
the previous year).
The most significant increase in intangible assets was the Euro 667 thousand
represented by the share exchange deficit arising on the reverse merger of Europe
Holding S.r.l. into Europe Energy S.p.A., a transaction described in more detail above.
Additions to tangible assets were not material and mainly regarded purchases of
office furniture and equipment.
Additions to financial fixed assets in the year ended 30.09.2014 totalled Euro 1,096
thousand (Euro 1,821 thousand in the year ended 30.09.2013). Additions included
an interest bearing loan granted to associated company LE Holding S.r.o. of
Bratislava, Slovakia (Euro 1,000 thousand).
As described in more detail in the Explanatory Notes, during the year, the holding
company disposed of a number of investments, all in companies operating in the
electricity trading segment, realising gains on disposal totalling Euro 264 thousand.

Legal situation
The Group’s legal situation has not changed compared to prior year.

Significant events after 30 September 2014
As previously stated, with effect from the 2014/2015 financial year, the operating
activities of the Europe Energy S.p.A. Group will also include the sale of electricity
and natural gas to end customers, especially in the mass market and retail segment.
On 27 October 2014, wholly owned subsidiary SGP Trading S.r.l. signed a rental
contract and binding offer to acquire the business owned by Gascom S.r.l. in
Liquidation (formerly Gascom S.p.A.) in relation to the sale of natural gas and
electricity to end customers with low-medium unit consumption levels.
The business mainly comprises 44,167 points of delivery (POD for electricity, PDR
for natural gas), 58 employees, the Gascom brand and all contracts for the supply of
electricity natural gas and services considered necessary for the business to operate
autonomously. The business rental agreement will last until 28 February 2019 though
there is an option to purchase the business prior to that date.
The acquisition of the business which sells electricity and natural gas to end
customers was approved primarily for the following reasons:
- Vertical integration – enables Europe Energy and its subsidiaries to control almost
the entire business process, thus becoming an all-round energy market operator;
- Direct access to a market segment where unit margins are undoubtedly much
higher than for wholesale trading in electricity. In fact, the Company’s ability to
optimise sourcing flows has always allowed other operators – clients of Europe
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Energy – to enter into contracts for significant volumes of sale to their customers
or to make sales to high consumption customers which, otherwise, would have
purchased from the big players on the market. In this way, the Group picks up the
margins to be earned on this last stage of the supply chain;
- The operation also enables the Europe Energy S.p.A. Group to acquire know-how
of the market for natural gas, a commodity not currently traded in by Europe
Energy S.p.A., which on the present market generates higher unit margins than
the electricity market, especially in the retail segment;
- Finally, the operation has an important social function in that it provides the
maximum safeguards possible for the human resources employed by the
Business.
Also on 17 October 2014 and in relation to the share transfer resolution described
above, the Shareholders’ General Meeting approved the disbursement of an interestbearing loan of Euro 4 million to the sole shareholder.

Business outlook for the period 01.10.2014 - 30.09.2015
Economic and financial events, as well as the highly volatile oil and gas market and
developments on financial markets, will undoubtedly again affect the forthcoming
financial year.
Falling demand for electricity, lower margins on the wholesale market, a high level of
competition due to increased supply in the electricity industry and a higher cost of
credit are all factors that will continue to affect results in the financial year 2014/2015.
Despite the variability of this scenario, the Group’s financial soundness and the
programmes undertaken make it reasonable to foresee that the financial year
2014/2015 will confirm the results achieved in the financial year just ended.
The Company also aims to further integrate its energy trading activities with consultancy
and client portfolio management and, in order to move in this direction, it intends to
develop the following activities:
- management of portfolios of electricity, gas and environmental certificates;
- risk management and portfolio optimisation;
- definition and implementation of hedging strategies;
- definition and implementation of trading strategies;
- green marketing activities;
- management of dispatching agreements with Terna;
- access to regulated markets (IPEX, PCE, Import/Export).
The Group has increased its activities on foreign markets, by extending its presence in
those markets where it already operates directly (France, Switzerland, Germany,
Austria and Slovenia) and starting to operate through associated companies throughout
the Balkans.
The short-term markets, especially the intraday and daily markets, will again be the
main focus of investment in terms of knowhow and growth of the global nature of the
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business in the coming years. These markets are currently among the most
remunerative especially in light of their very limited underlying risk given the short
period of time to which they relate. However, these operations require a hands-on
approach and a major investment in terms of knowledge and understanding of the
related cross-border energy flows and the varying dynamics of national production. In
order to face up to this challenge, since last October, the Group has adopted a 7/7
operating method and is still studying plans – also to involve associated companies –
that will provide it with full 24/7 coverage. At the same time, it has begun to recruit
experienced personnel in order to increase the analysis and operational capacity of the
Europe Energy S.p.A. Group.
Alongside the activities described above, the Group will strongly develop and support
the direct sale of electricity and gas to end customers through both financial support
provided by Europe Energy to SGP Trading S.r.l. and by improving the governance and
risk management procedures adopted by the Europe Energy Group.

Research and development activities
Research and development is carried out on an ongoing basis and aims to identify
projects in the field of energy, especially in the alternative energy sources sector.
During the year ended 30.9.2014 no research and development expenses were
capitalised
.

Own shares or shares held by subsidiaries, associates, parent companies
and businesses controlled by the latter
As at 30.9.2014, the Group did not hold any of its own shares, nor any shares or quotas
in parent companies. Moreover, it has not held or disposed of any such shares in the
financial year ended 30.9.2014, nor has it acquired any in the year under review and in
the subsequent year.
Accordingly, there are no matters to disclose pursuant to Art. 2428 (2)(3) and (4) of the
Italian Civil Code.

Transactions with Parent Companies, Subsidiaries, Associates and related
parties
A summary of transactions during the year with associated company LE Holding Sro of
Bratislava (Slovak Republic) and former parent company Europe Holding Srl is provided
below:
Assets and revenues from associated companies
Investments in associated companies
Receivables from associated companies
Loans to associated companies – due within a year
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5,000

3,500

135,774

4,000

1,000,000

300,000
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Loans to associated companies – due after more than a year

0

0

Chargeback of expenses advanced

34,533

4,000

Sundry interest income

65,170

0

Consulting revenues

99,059

0

124,317

0

30.09.2014

30.09.2013

Other income
Assets and revenues from parent company
Receivables from parent companies

0

26,737

Loans to parent company – due within a year

0

1,375,000

Interest income on loan

0

26,737

Sundry expenses

7

0

30.09.2014

30.09.2013

Liabilities and costs with associated companies
Trade payables

347,930

0

Invoices to be received

0

0

Payables under consolidated taxation agreement

0

0

Credit notes to be issued
Other services
Other expenses
Technical consulting

0

0

67,945

0

318,370

0

99,924

0

All related party transactions are of a normal business nature and are entered into at
normal market conditions, that is, at conditions that would be applied between two
independent parties. For further details, reference should be made to the tables
included in the explanatory notes.

Financial instruments
The Group has not been party to any financial derivatives for the hedging of the interest
rate risk for transactions entered into during the year ended 30.9.2014.
The Group holds derivatives for the purpose of hedging CFDs (contracts for difference)
and forward contracts effective for 2014-2016. The type and characteristics of these
contracts are described in detail later in this report on operations and in the explanatory
notes, to which reference should be made.

Risk management objectives and policies
The process of risk assessment and management is strictly linked to the strategic
planning process, with the objective of associating the Group's overall risk profile with
earnings projections as per the plan/budget. In this respect, it should be noted that
the main area of risk is represented by the industry in which the Group operates and
which has taken on a distinctly financial connotation.
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Market risk
The increasing volatility of prices of energy commodities (electricity, oil, coal and other
derivatives) in recent years has led to a greater risk of fluctuation in the results of
businesses in the industry.
This area of risk particularly affects the procurement phase, as the Group’s
purchases are subject to seasonal fluctuations in energy prices. The Group seeks to
contain and reduce the risk.
As well as constantly monitoring price trends in the sector, particularly for electricity, the
Group uses hedging through the purchase of financial derivatives.
The potential risks to which the Company could be exposed are linked to non-bilateral
forward purchases and / or sales (i.e. there is a commitment to buy energy which
remains unsold and vice versa) or the misalignment between purchase prices and
selling prices of electricity. The former case can be avoided with careful management of
the contract portfolio, whereas, for those cases in which the second risk could arise,
recourse is made to instruments for the management of price risk, namely,
denominated CFD (contracts for difference) contracts. These contracts make it possible
to pre-set the impact on sales margins, irrespective of changes in market conditions. In
line with established strategy, the Group does not enter into transactions involving
derivatives designated as speculative..
Contracts for difference (CFD) are alternative instruments to the physical purchase /
sale of electricity. These contracts trade differentials in current exchange prices and,
accordingly, are used to fix variable prices on the electricity exchange (SNP – Single
National Price). In particular, they are used to fix the price of purchases or sales on the
electricity exchange (which has prices that change hourly) tied to sales or purchases of
energy at a fixed price, setting the margin on the transaction independently from
changes in the market.
Following a Board of Directors’ resolution of 23 September 2011, the holding company
adopted a specific internal procedure designed to monitor and mitigate the risks
described above.

Legislative and regulatory risk
A significant potential source of risk lies in the constant evolution of the regulatory
framework, which has effects on the functioning of the market, on tariff plans, on the
level of quality of services requested and on technical-operational formalities. The
area of risk is, in fact, linked to the current technical complexity of the industry which
requires constantly keeping abreast of resolutions issued by the relevant Authority
which regulates the sector, whether on a national or international level.
Consequently, Europe Energy S.p.A. continuously monitors legislation regulating the
industry, in order to take account promptly of any amendments thereto, acting in such
a manner as to minimise any resulting financial impact.
The holding company has also joined EFET (European Federation of Energy
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Traders) and, during the year, hired an in-house lawyer.

Interest rate risk
The Company is exposed to fluctuations in interest rates, particularly with respect to
financial expenses on debt.
The Company regularly assesses its exposure to the risk of interest rate fluctuation. Its
main objective is to reduce the impact of fluctuation on its financial expenses. It
achieves this objective by using the right mix of fixed rate and variable rate borrowing
and, as necessary, through the use of appropriate hedging instruments.

Credit risk
The credit risk represents Europe Energy S.p.A.’s exposure to potential losses deriving
from the failure by counterparties to meet their commitments, whether of a commercial
or financial nature. For the Company, the exposure to credit risk is predominantly linked
to increasing sales activity on the free electricity market.
Following a Board of Directors’ meeting resolution of 23 September 2011, the Company
adopted a specific internal procedure designed to monitor and minimise the risks
described above.

Liquidity risk
Liquidity risk management is aimed at containing the risk that the financial resources
available to the business will not be sufficient to meet its financial and commercial
commitments within the agreed terms and due dates.
With regard to cash flows, it should be noted that, apart from price fluctuations inherent
in the ordinary activities, no particular financial risks are foreseen in that:
1. the Company has taken the decision to sell energy to wholesale customers,
consisting mainly of municipally owned companies, or major players that guarantee
prompt payment, or to counterparties that provide bank guarantees;
2. the purchases – sales cycle foresees the collection of payments within 20-45 days
and payments to suppliers within 20 - 45 days, allowing the Company to have good
cash flow, with prompt collection of receivables and longer payment terms with
suppliers;
3. the sole supplier that requires quicker payment (payments are made daily for the
energy purchased) is EPEX (European Power Exchange) which manages the spot
market in France, Switzerland and Germany. Even though the volumes involved in
these operations are significant, the Company requires spot payment from its
customer or guarantee deposits. Moreover, the strong rating of our customers
means no problems are encountered in obtaining advances on invoices from the
banks.
The strategic objective is to ensure that the Company has sufficient facilities to meet
financial commitments falling due within the subsequent twelve months.
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The Environment
The Directors believe that the energy trading activities carried out by the Group take
place in compliance with energy legislation in force and that no liabilities could arise in
that record nor could any environmental damage be caused.

Personnel
The Group's headcount at 30 September 2014 consisted of fourteen employees (eight
at 30.09.2013).
The Directors note that, during the year ended 30 September 2014:
- there were no accidents or deaths in the workplace for which the Group has
definitively been held responsible;
- there were no cases of work related illness concerning employees or former
employees for which the Group has definitively been held responsible;
- there have been no cases of mobbing or workplace harassment for which the Group
has definitively been held responsible.
Milan, 03 December 2014
For the Board of Directors
(Matteo Ballarin)
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CONSOLIDATED FINANCIAL STATEMENTS
AT 30 SEPTEMBER 2014
(Amounts in Euro)

BALANCE SHEET
BALANCE SHEET

ASSETS
A) DUE FROM SHAREHOLDERS FOR
AMOUNTS YET TO BE PAID
B) FIXED ASSETS
I. Intangible assets
1. Start-up and expansion costs
3. Industrial patent rights and intellectual
property rights
4. Concessions, licences, trademarks and
similar rights
5. Consolidation difference
6. Assets in process of formation and
advance payments
7. Other
Total
Total
II. Tangible fixed assets
1. Land and buildings
2. Plant and machinery
5. Assets under construction and advance
payments
Total
III. Financial fixed assets
1. Investments in:
a) Subsidiaries
b) Associated companies
c) Other entities

30.09.2014

30.09.2013

0

0

21,160

50,418

7,117

3,574

0
533,676

0
0

278,250
1,303

267,250
1,737
841,506

809,466
932,421
129,699

322,979
829,318
1,081,140
129,455
0

1,871,586

0
5,000
0

2,039,913

0
3,500
5,000

2. Receivables:
b) Associated companies
Due within a year
Due after more than a year
c) Parent companies
Due within a year
Due after more than a year
d) Other:
Due within a year
Due after more than a year
Consolidated financial statements at 30.09.2014

3,500

1,000,000
0

300,000
0

0
0

1,375,000
0

91,067
0

143,313
0
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1,091,067
0
0
1,096,067
3,809,159

3. Other securities
4. Own shares (total nominal amount)
Total
Total fixed assets B)
C) CURRENT ASSETS
1. Raw, ancillary and consumable materials
Due within a year
Due after more than a year
Total
Total
II. Receivables
1. Trade receivables
Due within a year
Due after more than a year

12,429
0

1,818,313
0
0
1,821,813
4,184,705

48,229
0
12,429
12,429

43,421,959
0

48,229
48,229

38,549,745
43,421,959

1-bis. Due from associated companies
Due within a year
Due after more than a year

135,774
0

38,549,745
4,000

135,774
1-ter. Due from parent companies
Due within a year
Due after more than a year

0
0

4,000
26,737

0
4-bis. Tax receivables:
Due within a year
Due after more than a year

3,766,363
0

26,737
3,116,625

3,766,363
4-ter. Deferred tax assets:
Due within a year
Due after more than a year

432,297
0

3,116,625
113,178

432,297
5. Other receivables:
Due within a year
Due after more than a year
Total
III – Current financial assets:
6. Other securities.
Due within a year
Due after more than a year
Total
IV. Cash and cash equivalents:
1. Bank and post office accounts
2. Cheques
3. Cash and cash equivalents on hand

Total current assets C)

Consolidated financial statements at 30.09.2014

1,263,529
0

113,178
1,800,810
2,150,000

1,263,529
49,019,922

844,037
0

3,950,810
45,761,095

310,143
844,037
844,037

23,693,569
0
1,402

310,143
310,143
24,187,567
318

23,694,971
23,694,971

24,187,885
24,187,885

73,571,359

70,307,352
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D) PREPAID EXPENSES AND ACCRUED
INCOME
Total assets (A+B+C+D)

LIABILITIES AND SHAREHOLDERS’
EQUITY
A) SHAREHOLDERS’ EQUITY
I. Share capital
II. Share premium reserve
III. Revaluation reserve
IV. Legal reserve
VII. Other reserves:
Acquisition reserve
Extraordinary reserve

716,218

989,849

78,096,736

75,481,906

30.09.2014

30.09.2013

3,500,000
0
0
98,225

2,000,000
0
0
147,943

0
2,325,951

0
2,446,082
2,325,951

2,446,082

4,826,215
10,750,391

3,178,480
7,772,505

Attributable to non-controlling interests:
Capital and reserves
Profit/Loss for the year

9,638
1,581

3,578
20,799

Shareholders’ equity attributable to noncontrolling interests

11,219

24,377

VIII. Retained earnings (Accumulated losses)
IX. Net profit (loss) for the year
Total A) Shareholders’ equity

B) PROVISIONS FOR RISKS AND
CHARGES
2, Taxation, including deferred
3. Other
Total provisions for risks and charges B)

166,951
0

C) PROVISION FOR EMPLOYEE
TERMINATION INDEMNITY
D) PAYABLES
3. Loans from shareholders:
Due within a year
Due after more than a year

66,273
295,535
166,951

361,808

61,965

43,086

1,000
0

1,000
0
1,000

4. Bank borrowing:
Due within a year
Due after more than a year

11,868,933
777,252

1,000
11,464,838
822,557

12,646,185
5. Due to other lenders:
Due within a year
Due after more than a year

87,440
376,442

12,287,395
83,521
463,882

463,882
6. Payments on account
Due within a year
Due after more than a year

648,351
0

547,403
972,096
0

648,351
7. Trade payables:
Due within a year
Consolidated financial statements at 30.09.2014

50,965,893

972,096
48,623,776
Page 42

EUROPE ENERGY GROUP

Due after more than a year

0

0
50,965,893

7-bis. Payables to associated companies:
Due within a year
Due after more than a year

347,930
0

48,623,776
0
0

347,930
12. Tax payables:
Due within a year
Due after more than a year

1,739,577
0

0
645,948
0

1,739,577
13. Due to pensions and social security
institutions:
Due within a year
Due after more than a year

39,430
0

645,948

22,850
0
39,430

14. Other payables:
Due within a year
Due after more than a year

251,694

Total payables D)

4,179,662
251,694
67,103,942

4,179,662
67,280,130

2,268

0

78,096,736

75,481,906

34,748,066

28,830,194

0
34,748,066

3,734,671
32,564,865

E) ACCRUED EXPENSES AND DEFERRED
INCOME
Total liabilities and shareholders’ equity
(A+B+C+D+E)
MEMORANDUM ACCOUNTS
Bank guarantees issued to third parties
Receivables factored with recourse with
factoring companies
Total memorandum accounts

22,850

INCOME STATEMENT

30.09.2014
A) VALUE OF PRODUCTION
1. Revenues from sales and services
5. Other revenues and income:
Other revenues and income

1,822,377,983

1,519,699,566

675,931

663,391

Total value of production A)
B) COST OF PRODUCTION
6. Raw and , ancillary materials,
consumables and goods
7. Services
8. Leases and rentals
9. Payroll costs:
a) Wages and salaries
b) Social contributions
c) Severance obligations
d) Pensions and similar obligations
Consolidated financial statements at 30.09.2014

30.09.2013

435,850
133,224
23.899
0

1,823,053,914
1,823,053,914

1,520,362,957
1,520,362,957

1,807,867,366
3,611,481
41,614

1,508,346,265
4,655,844
45,032
272,715
78,002
15.508
0
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e) Other costs

0

0
592,973

10. Depreciation, amortisation & writedowns:
a) Amortisation of intangible assets
b) Depreciation of tangible fixed assets
c) Other fixed asset writedowns;
d) Writedown of
current receivables

151,685
173,048
0

28,029
123,316
0

1,001,569

0

11. Change in inventories of raw and
ancillary materials, consumables
and goods
12. Provisions for risks
14. Other operating expenses
Total cost of production B)
Difference between value and cost
of production (A-B)
C) FINANCIAL INCOME AND EXPENSES
16. Other financial income:
a) From non-current receivables:
from parent companies
from associated companies
from others
c) From current securities:
other
d) Income other than the above:
other

366,225

1,326,302

151,345

35,801
0
1,145,100
1,814,620,637

-44,329
0
1,034,031
1,514,554,413

8,433,277

5,808,544

40,187
59,647
0

26,737
0
0

10,704

11,236

456,884

270,367
567,422

17. Interest and other financial expenses:
Bank
Other

960,048
107,093

308,340

1,181,417
10,685
1,067,141

17-bis. Exchange gains and losses:
Other

-2,700

Total C) financial income and expenses
(15+16-17)

1,192,102
-2,499

-2,700

-2,499

-502,419

-886,261

D) ADJUSTMENTS TO VALUE OF
FINANCIAL ASSETS
18. Revaluations
c) of securities classed as current assets
Total revaluation of investments
19. Writedowns
a) of investments
Total writedown of investments

0
0

0

D) Total adjustments(18-19)
E) EXTRAORDINARY INCOME AND
EXPENSES
20. Income:
Gains on disposals
Consolidated financial statements at 30.09.2014
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263,812

0

0
0

0

0

0

386,585
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Other income

0

1
263,812

21. Expenses:
Other expenses

0

E) Total extraordinary items (20-21)
Profit before taxation (A-B+/-C+/-D+/-E)
22. Taxes on income
a) current tax
b) deferred tax
c) from consolidated tax agreement
23. Net profit (loss) for the year
including:
Profit (Loss) for the year attributable to noncontrolling interests
Consolidated profit (loss) for the year attributable
to the Group

386,586

0
0

0

263,812

386,586

8,194,670

5,308,869

3,503,139
-268,963
132,698

2,086,815
22,774
0
3,366,874
4,827,796

2,109,589
3,199,280

1,581

20,799

4,826,215

3,178,480

Milan, 03 December 2014
For the Board of Directors
(Matteo Ballarin)

Consolidated financial statements at 30.09.2014
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EUROPE ENERGY GROUP
*****

EXPLANATORY NOTES TO THE CONSOLIDATED FINANCIAL
STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2014
Form and content of the consolidated financial statements
Dear Shareholders,
the consolidated financial statements, which we submit for your attention, consist of the Balance
Sheet, the Income Statement, the Explanatory Notes and the Report on Operations. They have
been prepared in accordance with statutory reporting requirements.
Scope of consolidation
The companies included in these consolidated financial statements are as follows:
Holding and parent company:
- EUROPE ENERGY S.P.A. – registered office: Via Fratelli Gabba, 6, Milan.
The objects of the Company are:
a) trading and distribution of electricity, gas (including the import thereof) and any other energy
carrier, of any form, even in electronic form on the platforms of the Italian and foreign stock
markets, as well as trading in green certificates, white certificates and certificates representing
CO2 emissions (so-called emissions trading);
b) the purchase and sale of financial derivatives relating to any kind of carrier and / or energy
product, not, however, in a prevailing manner, not for the purposes of placement and not
involving the public and excluding transactions involving the collection of savings deposits
reserved for banks and financial institutions;
c) the provision of after-meter services, of a plant related and technological nature, also for the
purposes of the optimisation of the rationalisation of energy consumption, comprising the
certification and related issue of “white certificates” and, in any event, all ESCO (energy saving
company) activities);
d) the provision of consultancy services and technical assistance concerning:
1. energy issues comprising those relating to tariff strategies, self-production, cogeneration,
recoveries and energy savings;
2. performance of studies of trends on domestic and international markets for energy products;
3. corporate management and planning and production relating to the above activities.
Europe Energy S.p.A. is subject to management and coordination by Light Energy S.r.l. in terms
of Art. 2497 et seq. of the Italian Civil Code.
Subsidiaries included in the scope of consolidation:
During the year, several companies, wholly owned by Europe Energy S.p.A., were incorporated
with the aim of further developing the trading and distribution of electricity, gas and the various
energy carriers on the platforms of the Italian and foreign stock markets, as well as trading in
Explanatory Notes – Consolidated Financial Statements for the year ended 30.09.2014
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green certificates, white certificates and certificates representing CO2 emissions (“emission
trading”) and the related financial derivatives.

Company

Date of
incorporati
Capital at
on /
30.09.2014
acquisitio
n

Beta Energy S.r.l.

12/01/2012

Blau Strom S.r.l.

Equity at
30.09.2014

Profit /Loss
for year
ended
30.09.14

% control
at
30.09.2014

10,000

70,511

20,454

100%

EE Trading

07/02/2012

10,000

73,271

37,619

100%

EE Trading

Brenno Power S.r.l.

07/02/2012

10,000

95,507

40,367

100%

EE Trading

Cognolo Energia S.r.l.

07/02/2012

10,000

141,098

99,907

100%

EE Trading

Delma Energia S.r.l.

07/02/2012

10,000

62,995

24,041

100%

EE Trading

Main
activities

Ecogaia S.r.l.

20/01/2010

10,000

36,784

4,657

70%

EE
generation
from
renewables

Montorfano Energia S.r.l.

12/01/2012

10,000

79,477

37,476

100%

EE Trading

NZ Trading S.r.l.

12/01/2012

10,000

56,670

33,913

100%

EE Trading

Oltre Energy S.r.l.

07/02/2012

10,000

55,649

9,723

100%

EE Trading

Orange Strom S.r.l.

12/01/2012

10,000

79,552

20,677

100%

EE Trading

Penelope Energy S.r.l.

07/02/2012

10,000

53,569

6,489

100%

EE Trading

Pieve Idroenergia S.r.l.

02/08/2012

10,000

267,385

7,718

100%

EE Trading

Rote Strom S.r.l.

07/02/2012

10,000

56,081

19,380

100%

EE Trading

Scaligera Power S.r.l.

07/02/2012

10,000

58,732

23,114

100%

EE Trading

SGP Trading S.r.l.

07/02/2012

10,000

59,714

37,080

100%

EE Trading

SMBA Energy S.r.l.

21/09/2012

10,000

258,935

(63)

100%

EE Trading

THA Trading S.r.l.

07/02/2012

10,000

57,204

34,472

100%

EE Trading

Veneta Power S.r.l.

12/01/2012

10,000

65,664

6,772

100%

EE Trading

180,000

1,628,798

463,796

TOTAL SUBSIDIARIES
LE Holding S.r.o.

17/07/2013

10,000

(8,236)

(18,236)

20%

Holding
company

Europe Energy Efficiency S.r.l. ex
Europe Energy Trading 20 S.r.l.

17/07/2012

15,000

1,685,737

1,649,640

20%

EE Trading

25,000

1,677,501

1,631,404

TOTAL ASSOCIATED COMPANIES
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TOTAL GROUP COMPANIES

205,000

3,306,299

2,095,200

For the purposes of preparation of these consolidated financial statements, the following
consolidation entries have been made:
- reversal of transactions and balances between the parent company and the other consolidated
companies;
- elimination of all investments in subsidiaries against the owners’ equity of said subsidiaries;
- with regard to Ecogaia S.r.l., determine equity pertaining to non-controlling interests as Euro
11,219, inclusive of Euro 1,581 of profit for year ended 30.09.2014;
- accounting for the lease for the property situated in San Martino Buon Albergo (VR) and used
by the Parent Company, as a finance lease.
- report leasehold improvements to the leased property as tangible assets and charge
depreciation at the rate applicable to “Land and Buildings”;
- reflect the income statements of companies disposed of under the line by line method of
consolidation until the change of ownership;
- continuation goodwill of Euro 2,171 recognised the previous year on the acquisition of a further
33% interest in SMBA Energy Srl; it is still being amortised over a period of five years
(amortisation of Euro 434 for year ended 30 September 2014).
- Elimination of the effects of the disposal of several of the Group’s subsidiaries the previous
year on which a gain was recognised;
- Elimination of dividends received from Group companies included in the scope of
consolidation.
The effects of these entries are detailed in the reconciliation between shareholders' equity and
the result for the financial year of the Parent Company with that shown by the Group's
consolidated financial statements.
REPORTING DATE FOR THE CONSOLIDATED FINANCIAL STATEMENTS
The consolidated financial statements are for the year ended 30.9.2014, the reporting date of the
financial statements of all the companies included in the scope of consolidation. See the above
disclosures for details of the criteria applied when including the financial statements of
subsidiaries.
These explanatory notes are divided into the following parts:
part A – Basis of consolidation
part B – Accounting policies
part C – Balance Sheet disclosures
part D – Income Statement disclosures
part E – Other disclosures
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Part A
Basis of Consolidation
The subsidiaries included in the consolidated financial statements consolidated on a line-by-line
basis which provides – as already disclosed above – for the inclusion in the parent company's
financial statements of the subsidiaries' financial statements, with the subsequent elimination of
“equity investments" against the related owners' equity.
The elimination of “equity investments” resulted in a consolidation difference as described further
on.
Intercompany balances and transactions, arising from transactions between and among the
consolidated companies, have been eliminated.
The property lease relating to the building located in San Martino Buon Albergo (VR) and used by
the Parent Company has been accounted for in the consolidated financial statements as a
finance lease.
The impact on the Group's result and shareholders' equity of the consolidation entries is
disclosed in detail in the relevant section of these Explanatory Notes.

Part B
Accounting policies
Form and content of the consolidated financial statements
The consolidated financial statements, which we submit for your approval, consist of the Balance
Sheet, the Income Statement, the Report on Operations and the Explanatory Notes. They have
been prepared in accordance with statutory reporting requirements. No income statement line
items have been grouped together and no asset, liability or shareholders' equity components
have been allocated to more than one balance sheet line item.
The figures relating to the financial year under review have been compared with those of the
previous year.
Accounting policies adopted
The accounting policies comply with the provisions of Art. 2426 of the Italian Civil Code and with
the accounting standards issued by the National Council of Italian Accountants and have been
applied on a going concern basis.
No exceptional cases have arisen which would necessitate recourse to exemptions under Art.
2423, paragraph 4 and Art. 2423 bis, paragraph 2 of the Civil Code.
The consolidated financial statements at 30 September 2014 have been prepared in compliance
with the accounting policies set out below as well as with applicable legislation.
Intangible assets
Intangible assets are stated at purchase cost, inclusive of ancillary costs and all costs directly
attributable, as well as a portion of any indirect costs that may be reasonably attributed.
Any asset which has been impaired at the reporting date is written down accordingly. The
impairment adjustment does not remain in the books of account in subsequent years if the
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reasons for the writedown no longer apply.
Details of the nature of the intangible assets included in the balance sheet are provided below:
Start-up and expansion costs
These costs, recorded with the consent of the Board of Statutory Auditors, refer to:
- costs incurred for the incorporation of and subsequent amendments to the bylaws of the
parent company and subsidiaries, as amortised over five years;
Industrial patent rights and intellectual property rights
These consist of licences for the use of software for an unlimited period, the amortisation of which
is applied over three years as from the financial year in which they have been incurred.
Concessions, licences, trademarks and similar rights
These relate to the cost of licences for a fixed period of software packages used for the core
business, amortised over five years, as from the financial year that the asset comes into use.
Other intangible assets
The line item “Other intangible assets” consists both of costs relating to leasehold improvements
and other charges which will provide benefits over a number of years, as detailed later in these
notes.
Amortisation is applied on the basis of the estimated future use and lives of the assets.
Differences arising on consolidation
For the purposes of preparation of the consolidated financial statements, the financial statements
of the subsidiaries are adjusted to reflect the cost of the investment incurred by the Parent
Company. Accordingly, the amounts that result from the allocation of the cost of the investment to
the current value of the assets and liabilities at the acquisition date and any residual difference
constitute the opening balances that the Parent Company has to record in the consolidated
financial statements.
Any excess which arises from the difference between the consideration paid for all or part of the
acquired equity and the current value of the assets and liabilities of the companies held is
amortised over a period not exceeding five financial years.
Assets in process of formation and advance payments
This represents expenditure incurred on assets yet to be completed.
Tangible fixed assets
Tangible fixed assets are stated at purchase cost, inclusive of directly attributable ancillary
expenses, net of accumulated depreciation.
Depreciation is determined on the basis of the possibility of future use of the related assets: this
notion of depreciation entails, in practice, the application of annual percentages in order to
depreciate the assets over their useful lives.
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The rates applied, reduced by half for assets brought into use in the financial year (in
consideration of their more limited use) are - for each major asset category – as follows:

Depreciation Rate
BII 1) Land

0%

BII 1) Buildings

3%

BII 2) Plant and machinery

4% - 25%

BII 4) Electronic office equipment

20%

BII 4) Furniture and fittings

15%

Assets costing less than Euro 516.46

100%

Any asset which has been impaired at the reporting date is written down accordingly. The
impairment adjustment does not remain in the books of account in subsequent years if the
reasons for the writedown no longer apply.
The line item “Assets under construction and advance payments” is not depreciated as it relates
solely to assets under construction or to advances paid.
Financial fixed assets
Investments in associated companies are stated in accordance with the equity method.
Investments in subsidiaries and associated companies included in financial fixed assets are
stated at purchase or subscription cost.
Investments in “other” companies are stated at purchase or subscription cost inclusive of ancillary
expenses, as adjusted to take account of any impairment.
Receivables are stated at their estimated realisable amount.
Inventories
Inventories are stated at the lower of specific purchase cost and realisable value which can be
inferred from market prices.
Receivables and payables
Receivables are stated at estimated realisable value represented by their nominal value, net of a
provision for doubtful debts and are classified on the basis of the destination and the nature of the
receivable.
The Company has opted to maintain receivables factored with recourse as balance sheet assets,
whereas the related advances received are recorded as a payable due to the factor.
Payables are stated at nominal value.
There were no foreign currency receivables or payables at the reporting date.
Current financial assets
These consist mainly of equity investments whose disposal is being negotiated or which are
expected to be sold in the short term. They are stated at purchase cost inclusive of ancillary
expenses.
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This item also includes investment funds, stated at nominal value, which is not less than market
value at the reporting date
.
Cash and cash equivalents
These are stated at nominal amount.
Provision for employee termination indemnities
The provision for employee termination indemnities represents the liability, subject to revaluation,
towards all employees, in compliance with legislation in force and with collective labour
agreements.
Provisions for Risks and Charges
Provisions for risks and charges include provisions made to meet losses or liabilities with the
following characteristics:
- determinate nature;
- existence is certain or probable;
- amount or timing of the loss cannot be determined at the reporting date.
Two types of liability give rise to allocations to provisions for risks and charges:
a)
allocations for liabilities which are certain but whose amount or timing cannot be
determined. These relate in substance to provisions for charges i.e. costs, expenses and losses
attributable to the current financial year for obligations existing at the reporting date or other
events that have occurred as at that date, but which have not yet been defined as to their exact
amount or the timing of settlement. They thus relate to obligations that become due with the
passage of time or which arise from the occurrence of a specific event in the current financial
year, or losses which relate to a specific event that has occurred in the current financial year, for
which the exact amount has not yet been defined, but which is capable of being estimated;
b)
allocations for liabilities whose of which is merely probable; these relate to so-called
“contingent liabilities” or provisions for risks. The expression “contingent liabilities” refers to
liabilities linked to “contingencies” i.e. situations which already exist but with a pending outcome,
as they will be resolved in the future. In particular, a “contingency” is intended to be a situation, a
condition or circumstance existing at the reporting date, characterised by a state of uncertainty,
that, should one or more future events take place, could create a loss or a gain for the business,
resulting in a liability or the partial or total loss of an asset, or the acquisition of an asset or a
decrease in a liability. The accounting treatment of losses arising from contingencies depends on
the degree of realisation and fulfilment of the future event, or of the possibility to estimate the
amount of the losses.
The distinction between the two types of provision also determines a different contra-entry in the
income statement in relation to allocations to the provisions. In fact, allocations made to
provisions for risks (letter a.) are recorded in the line item B12 - Provisions for risks, whereas
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those made to Provisions for charges (letter b) are recorded in the line item B13 - Other
provisions.
In order to measure the extent of realisation and fulfilment of the future event, the events can be
classified as:
probable;
possible;
remote.
An event is considered probable when its occurrence is expected on the basis of serious or
reliable reasons but is not certain i.e. if the occurrence is credible, likely or admissible on the
basis of reasons and factors that are quite sure.
The term "possible" indicates that the degree of realisation and occurrence of the future event is
less than probable. A possible event is one which may occur i.e. it is contingent or may happen.
A remote event, however, is one that has limited possibility of occurring i.e. it is unlikely to take
place.
Losses arising from a contingency and, accordingly, also those relating to contingent liabilities,
are recorded in the financial statements as provisions for estimates of costs, expenses and
losses attributable to the financial year when the following conditions exist:
availability, at the time of preparation of the financial statements, of information that
renders it probable that events leading to a liability arising or a decrease in an asset will occur;
the possibility of estimating the extent of the charge to a reasonable degree.
If, in the circumstances, it is possible to establish a range of values, the amount allocated must
represent the best possible estimate between the upper and lower ends of the range. If none of
the values within the estimated range is more valid than others, the lower amount should be
provided for at least.
If the event is probable, but the amount of the charge cannot be reliably estimated, or if the event
is possible, no provision should be made in the financial statements but disclosure should be
made in the explanatory notes of all relevant information in order to provide all the essential
details needed for an understanding of the situation and to evaluate any impact there may be on
the financial statements and on the performance of the business trends.
In the case of a remote event, no provision should be made and no disclosure is needed in the
explanatory notes.
Amounts to be provided in the financial statements for losses relating to contingencies are to be
determined on the basis of information available at the reporting date.
Events occurring after the reporting date and which indicate that a liability already existed at the
reporting date or that an asset had been impaired at that date, are to be taken into consideration
for the purposes of determining the contingencies existing at the reporting date and to evaluate
the impact of the related amounts.
If a loss relating to a contingency is recorded in the financial statements, the circumstances
surrounding the uncertainty and the amount of the provision are disclosed in the explanatory
notes and the provision in question is included in the provisions for risks and charges.
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Contingent assets and gains
Even if probable, contingent assets and gains are not recognised in the financial statements in
order to respect prudence concept as their inclusion would lead to the recognition of income that
may never be realised.
Prepaid expenses and accrued income, Accrued expenses and deferred income
Prepaid expenses and accrued income, Accrued expenses and deferred income are computed in
accordance with the accruals concept by matching costs and revenues of the same financial
year.
Revenues and costs
Revenues and income and costs and charges are recorded net of returns, discounts, rebates and
bonuses, as well as taxation directly related to the sale of products and the provision of services.
Costs and revenues are recorded in the financial statements in accordance with the prudence
and accrual concepts, with the recognition of relevant prepayments, accruals and deferrals.
In particular, depending on the type of transaction, revenues are recognised on the basis of
specific policies as set out below:
revenues from sales of goods are recognised when the significant risks and benefits of
ownership of the goods have been transferred to the purchaser;
revenues for the provision of services are recognised with reference to the state of
completion thereof. If it is not possible to determine reliably the value of revenues, they are
recognised up to the amount of the costs incurred and which are believed to be recoverable;
revenues arising from sales of green certificates, RECS certificates of origin and CO2
emission rights are recognised at the time of sale.
revenues of a financial nature are recognised in accordance with the accrual concept;
revenues for interest due by customers on arrears are recorded where there is reasonable
certainty that they will be collected.
Option agreements
Option agreements that do not qualify as a hedge are stated at the lower of subscription cost and
market value at the balance sheet date. Differentials are recorded as financial income or charges
in accordance with the accruals concept.
Taxation
Taxation for the period is determined on the basis of a realistic estimate of the tax charge payable
in compliance with relevant tax legislation.
The payable is stated net of advances, withholdings and tax credits and is included in the line
item Provision for taxation, classified as a payable within balance sheet liabilities.
Any net receivable balance is reported as a receivable.
Deferred tax assets / liabilities
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Deferred tax assets and liabilities have been taken into account in these financial statements.
Any such amounts accounted for are included in the specific balance sheet and income
statement line items after checking for the conditions required for their recognition.
Financial derivatives
A financial derivative is so defined in that its value “derives” from that of an underlying asset (real
or financial) or because it is related to the trend of an underlying notional value linked to the trend
of an interest rate. A derivative must have all of the following three characteristics:
- its value changes in response to the change in an interest rate, in the price of other
financial instruments or of commodities, in exchange rates, in price or interest rate indices,
credit rating or index, or other variables on the condition that, when the latter are not of a
financial nature, they do relate to either of the parties to the contract underlying the derivative;
- it requires no initial investment, or requires one for an amount that is much lower than would
be required for other types of contract or instruments capable of producing the same results (in
terms of yield) or variations to changes in the aforementioned market factors;
- it is settled at a future date.
Financial derivatives can be divided into two categories:
- derivatives used for hedging purposes; and
- derivatives used for speculative purposes.
Hedging transactions are those entered into with the aim of protecting the value of single or a
group of assets or liabilities recorded in the financial statements or “off balance sheet” from the
risk of adverse changes in interest rates, exchange rates or market prices.
An “off balance sheet” transaction is considered to be a hedge when:
a) it is the intention of the business to set up a hedge;
b) there is a high correlation between the technical-financial features (maturity, interest rate, etc.)
of the hedged assets / liabilities and those of the hedging agreement;
c) the conditions under a) and b) are supported by evidence retained within the business.
Derivatives used for hedging are aimed at neutralising the negative income statement impact
attributable to adverse changes:
in the fair value of existing financial assets and liabilities;
in cash flow expected to be generated from existing assets or liabilities;
in the fair value of an irrevocable commitment;
in cash flow expected from a transaction not accounted for, the occurrence of which is
highly probable.
It follows that derivatives used for hedging are such, only when it was expected that the related
fair value or cash flows would offset the changes in fair value of or in cash flows from the element
subject to hedging.
For these transactions, the company evaluates the presence of a high correlation between cash
Explanatory Notes – Consolidated Financial Statements for the year ended 30.09.2014

Page 55

EUROPE ENERGY SPA GROUP

flows from the hedged item (planned sale / purchase) and the derivative for each type of
underlying product. In the presence of such a correlation, the measurement at fair value of the
instrument is deferred until the effective realisation thereof. Where there is a lack of intent to
hedge or of a high correlation between the underlying hedged item and the derivative:
- a negative fair value of the instrument is recorded as a balance sheet liability;
- a positive fair value, in compliance with the prudence concept, is deferred until the effective
realisation thereof.
Fair value is defined as the amount for which an asset could be exchanged, or a liability settled,
between knowledgeable, willing parties in an arm's length transaction.
The assessment techniques used by the company to measure fair value refer as much as
possible to “market” data and rely as little as possible on specific input from within the
company. In fact, to calculate the fair value of these contracts, what is used is the settlement
price on related stock markets (IDEX for Italy and EEX for France and Germany).
For derivatives represented by over the counter contracts, which are not thus listed on active
markets, the Group does not have access to an official listed price and, therefore, what is used as
a reference market price, for each type of product, is the last trade of a significant amount
concluded on 30.9.2014 (“last trade”) by the main broker operating in the Italian market, that is,
Tradition Financial Services Ltd. The fair value of these instruments has thus been determined as
the difference between the contractual price and the “last trade” price.
Guarantees, commitments, third party assets and risks
Risks and guarantees granted in favour of others have been stated in the memorandum accounts
at an amount equal to that of the guarantee provided.
Commitments have been disclosed in the memorandum accounts at nominal amount, derived
from relevant documentation.

Part C
Notes to the Balance Sheet
ASSETS
(All amounts stated in Euros)

B) FIXED ASSETS
Intangible Assets
At 30 September 2014, intangible assets amounted to Euro 841,506 (Euro 322,979 at
30.09.2013) and were detailed as follows:
Industrial
patent rights
Start-up and
and
expansion
intellectual
costs
property
rights
Historical cost at

107,866

11,577

Assets in
process of
formation

Other intangible
assets

Goodwill

267,250
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30.09.2013
Additions
Disposals
Historical cost at
30.09.2014
Accum. Amort at
30.09.2013
Amortisation
Other movements
Accum. Amort. at
30.09.2014
Net intangible assets at
30.09.2013
Net intangible assets at
30.09.2014

4,309

8,325

-34,256

11,000

667,095

0

690,729

0

0

0

-34,256

4,186

1,047,352

-2,449

-67,900

-434

-150,244

0

12,297

-2,883

-205,847

0

667,095

77,919

19,902

278,250

-57,448

-8,002

0

-11,608

-4,783

0

0
-133,419

12,297

0

0

0

-56,759

-12,785

0

50,418

3,575

267,250

0

1,737

322,980

21,160

7,117

278,250

533,676

1,303

841,506

-133,419

The main additions during the reporting period regarded:
- Start-up and expansion costs: additions of Euro 4,309 refer to costs relating to Europe Holding
S.r.l. which was the subject of a reverse merger with Europe Energy S.p.A. which was effective
for tax and accounting purposes from 1/04/014. Details of this operation are provided in the
Report on Operations.
- Industrial patent rights and intellectual property rights: additions of Euro 8,325 regard the
purchase and development of “Qlickview” software to manage trader data and information.
- Assets in process of formation: additions of Euro 11,000 regard the development of “Invoice To”
software connected to the risk management software purchased by the Company during the
previous year. At 30 September 2014, this software was still undergoing testing so the
amortisation process has not yet begun.
- Goodwill: the increase of Euro 667,095 refers to the share exchange deficit arising on the
reverse merger of Europe Holding S.r.l. with Europe Energy S.p.A., as described in the Report on
Operations.
- Other intangible assets: this regards the goodwill recorded at 30 September 2013 and entirely
attributable to SMBA Energy S.r.l. This amount is still being amortised over a period of five years.
Disposals mainly relate to several subsidiaries that left the scope of consolidation during the
reporting period following their disposal.
Tangible fixed assets
At 30 September 2014 these amounted to Euro 1,871,586 (Euro 2,039,913 at 30 September
2013) and consisted of the following:
Land and
buildings
Cost at 30.09.2013

840,840

Plant and
machinery
1,358,397

Industrial and
commercial
equipment
974
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Additions

73

0

0

38,910

38,983

Disposals

0

-34,262

0

0

-34,262

Cost at 30.09.2014

840,913

1,324,135

974

234,078

2,400,100

Accum. Deprec’n at 30.09.2013

-11,522

-277,257

-974

-65,713

-355,466

Depreciation

-19,925

-114,457

0

-38,666

-173,048

Disposals

0

0

0

0

0

Adjustments

0

0

0

0

0

Accum. Deprec’n at 30.09.2014

-31,447

-391,714

-974

-104,379

-528,514

Net tangible fixed assets at
30.09.2013

829,318

1,081,140

0

129,455

2,039,913

Net tangible fixed assets at
30.09.2014

809,466

932,421

0

129,699

1,871,586

“Land and buildings” includes:
- a finance lease agreement signed during the previous year for the purchase of a property in San
Martino Buon Albergo (VR) for use as the company’s operational headquarters. The value of this
property is Euro 700,000 and its accumulated depreciation at 30 September 2014 was Euro
25,200;
- leasehold improvements with an historical cost of Euro 104,155 and accumulated depreciation
of Euro 6,249;
- land owned by Ecogaia S.r.l. in the Municipality of San Marzano di San Giuseppe (Taranto).
During the reporting period, additions to tangible fixed assets mainly regarded purchases of
furniture and office equipment.
Financial fixed assets
Equity investments:
In the consolidated financial statements, percentage equity investments that are considered
investments in associated companies are included in “Financial fixed assets”. These
investments are recorded under the cost method.
At 30 September 2014, they amounted to Euro 5,000 (Euro 3,500 at 30.09.2013) and were
analysed as follows:
Date of
Company

incorporation
/ acquisition

Capital

Equity at
30
September
2014

Profit / Loss
for year
ended 30
September
2014

Percentage
interest
held

Carrying
amount

LE Holding S.r.o.

17/07/2013

10,000

(8,236)

(18,236)

20%

2,000

Europe Energy Efficiency S.r.l.

17/07/2012

15,000

1,685,738

1,649,640

20%

3,000

25,000

1,677,502

1,631,404

Total investments in
associated companies

5,000

These companies are involved in energy trading.
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Associated company LE Holding S.r.o completed its first reporting period on 31.12.2013 and the
figures shown in the above table are as at that date.
Europe Energy Efficiency S.r.l. is the result of a change of company name for Europe Energy
Trading 20 S.r.l. and the percentage interest held by the holding company has decreased from
100% to 20%, taking it out of the consolidation process.
Receivables:
At 30 September 2014, non-current receivables totalled Euro 1,091,067 (Euro 1,818,313 at
30.09.2013) and were detailed as follows:
Movements on non-current receivables during the period were as follows:
Balance at
30.09.13
LE Holding S.r.o.
Total non-current receivables due from
associated companies
Europe Holding S.r.l.
Total non-current receivables due from
parent companies
Fisch Strom S.r.l.
Marte Energia S.r.l.
Mercurio Energia S.r.l.
Scorpio Power S.r.l.
Steinbock Strom S.r.l.
Toro Energia S.r.l.
Venus Energy S.r.l.
Jupiter Trading S.r.l.
Neptune Trading S.r.l.
Pluto Power S.r.l.
Sagittarius Trading S.r.l.
Saturn Energy S.r.l.
Uranus Power S.r.l.
Total non-current receivables due
from other entities
Total non-current receivables

Companies
sold

Disbursements
during period

Repayments
during period

Balance at
30.09.14

700,000

0

1,000,000

700,000

0

1,000,000

0

-1,375,000

0

0

-1,375,000

0

-19,000
-24,374
-15,782
-21,659
-10,338
-9,251
-26,500
-22,806
-10,579
-18,902
-32,993
-10,651
-32,809

0
0
11,118
4,941
0
350
0
11,807
22,111
15,808
133
23,429
1,370

0

-255,643

91,067

700,000

-1,630,643

1,091,067

300,000
300,000

0

1,375,000
1,375,000

0

19,000
24,374
26,900
26,600
10,338
9,601
26,500

0
0
0
0
0
0
0
34,613
32,690
34,710
33,126
34,080
34,179

143,313

203,398

1,818,313

All of the loans listed above are repayable within a year and all are interest free except for the
loan to LE Holding Sro.
The column “Companies sold” relates to companies that were subsidiaries at the previous
reporting date but which have now left the scope of consolidation as a result of their disposal
and are considered third parties.

C) CURRENT ASSETS
I. Inventories
Inventories reported at 30 September 2014 amounted to Euro 12,429 (Euro 48,229 at 30
September 2013) and consisted of 135 green certificates including 79 relating to 2013 production
and 56 to 2014 production..
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II. Receivables
At 30 September 2014, Receivables amounted to Euro 48,967,205 (Euro 45,761,095 at
30.09.2013) and included the following items:
1. Trade receivables of Euro 43,421,959 (Euro 38,549,745 at 30.09.2014), recorded under
balance sheet line C II 1). They are entirely due within a year and may be analysed as follows:

Receivables from customers

30.09.2014
23,478,314

30.09.2013
24,226,885

Invoices to be issued

21,274,772

14,523,958

-233,153

-103,124

-1,097,975

-97,975

43,421,959

38,549,744

Credit notes to be issued
Provision for doubtful debts
Total Receivables due within a year

The increase in trade receivables is mainly due to the higher volume of electricity traded.
During the year, the Company created a provision for doubtful accounts in relation to a receivable
due from Gascom S.r.l. in Liquidation.
The Directors maintain that this receivable is collectible in full as costs and invoicing adjustments
to be received from Gascom which could be offset against the receivable. This belief is also
supported by legal opinion.
However, taking account of uncertainty due to the ongoing liquidation process and possible
insolvency procedures that could be used by the counterparty, the Directors felt it was prudent to
allocate the said amount to the provision for doubtful debts during the year.
Receivables by geographical area

Receivables
Invoices to be issued
Credit notes to be issued
Provision for doubtful debts
Total Trade receivables

Italy
23,279,319
19,366,168
-218,605
-1,012,000
41,414,882

EU
187,156
1,104,261
0
-85,975
1,205,442

Non-EU
0
801,635
0
0
801,635

Total
23,466,475
21,272,064
-218,605
-1,097,975
43,421,959

1BIS. Receivables from associated companies, amounting to Euro 135,774 (Euro 4,000 at 30
September 2013), are mainly trade receivables. They are entirely due within a year and may
be analysed as follows:

30.09.2014

30.09.2013

LE Holding S.r.o.

62,112

4,000

LE Trading S.A. (controlled by LE Holding S.r.o.)

71,432

0

2,230

0

135,774

4,000

Europe Energy Efficiency S.r.l.
Receivables from associated companies
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3. Receivables from parent companies amount to Euro 0 (Euro 26,737 at 30 September 2013) as
they were collected in full during the reporting period.
4-BIS. Tax receivables
Tax receivables total Euro 3,766,363 (Euro 3,116,625 at 30.09.2013) and are entirely due within
a year. As shown in the following table, the increase is mainly due to the VAT receivable:

30.09.2014

30.09.2013

VAT
IRES paid on account
IRAP paid on account
INAIL
Other

3,745,983
0
19,145
0
1,235

3,037,872
49,507
25,366
2,945
935

Total tax receivables

3,766,363

3,116,625

4-TER. Deferred tax assets
Deferred tax assets amount to Euro 432,297 (Euro 113,178 at 30.09.2013).
They comprise deferred tax assets pertaining to IRES and Additional IRES (or Robin Hood Tax)
as arising in relation to various expenses incurred in the financial year but whose deduction for
tax purposes is deferred to future financial years and depends on the occurrence of certain
conditions provided for by relevant tax legislation. For a detailed breakdown of this balance sheet
item, see under “Deferred and current taxation” later in these notes.
5. Other receivables
Other receivables amount to Euro 1,263,529 (Euro 3,950,810 at 30.09.2013).

Advances to suppliers
CFD receivables
Deposits paid to suppliers
Receivables from factoring companies
Other
Total other receivables

30.09.2014

30.09.2013

150,572
0
1,105,375
0
7,582
1,263,529

331
1,273,076
0
516,963
10,440
1,800,810

The decrease in “CFD receivables” is due to closure upon maturity of contracts stipulated by the
company to hedge prices for the purchase / sale of electricity traded on the IDEX (Italian
Derivatives Energy Exchange) platform and on the EEX (European Energy Exchange). There
were no longer any such receivables at 30.09.14.
“Deposits paid to suppliers” mainly comprises guarantee deposits paid to Terna as partial security
for dispatching contracts and a guarantee deposit paid to the CAO (Central Allocation Office) as
security for contracts in place.
“Receivables from factoring companies” due at 30.09.13 were settled in full during the period
ended 30.09.14.
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Finally, “Other receivables” entirely consists of amounts receivable from the banks.

Receivables due after more than five years
There are no receivables due after more than five years.

Related parties
See the Report on Operations for disclosures provided in accordance with Article 2427 (22bis) of the Civil Code.
At the reporting date, there were no receivables denominated in foreign currency.

III. Current financial assets
6. Other securities
This item amounts to Euro 844,037 and is analysed as follows:
Euro 179,768 for

9,432 unlisted shares in Veneto Banca and
25,000 unlisted convertible bonds in Veneto Banca;
Euro 614,600 for 4,500 unlisted shares in Banca Popolare di Vicenza;
Euro 49,670 for 44,772 unlisted shares in Credito Valtellinese.
These share are still held in the Company’s portfolio.
IV. Cash and cash equivalents
Cash and cash equivalents of Euro 23,694,971 at 30 September 2014 (Euro 24,187,567 at 30
September 2013) relate to liquid funds and cash equivalents at the reporting date:

Bank current accounts

30.09.2014

30.09.2013

23,693,569

24,187,567

1,402

318

23,694,971

24,187,885

Cash on hand
Total cash and cash equivalents

At the reporting date, some Euro 6,468,699 of the cash held at banks had been provided as
collateral for the lines of credit granted by Italian and foreign banks (Euro 4,705,830 at
30.09.2013).
D) PREPAID EXPENSES AND ACCRUED INCOME
This item amounts to Euro 716,217 (Euro 989,849 at 30.09.2013) and consists entirely of prepaid
expenses as shown below:

Capacity costs
Insurance
Maintenance fees

30.09.2014

30.09.2013

196,968
68,032
40,813

601,337
2,041
37,500
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Bank guarantee charges
Technical consultancy
AEEG contribution
AGCM contribution
Membership fees
Other
Total prepaid expenses

232,479
6,250
120,031
25,232
393
26,020
716,218

154,969
481
117,341
16,623
25,000
34,557
989,849

Prepaid capacity costs refer to the amount already charged by the intermediary for annual
capacity rights that will be utilised by the Company in the months of October, November and
December 2014.
Note that the financial statements at 30.09.2014 did not include any prepaid expenses or accrued
income reversing after more than five years.
LIABILITIES AND SHAREHOLDERS’ EQUITY
A) Shareholders’ Equity
Shareholders’ Equity attributable to the Group is as follows:

I – Share capital
II – Share premium reserve
III – Revaluation reserves

30.09.2014

30.09.2013

3,500,000

2,000,000

0

0

0

0

98,225

147,943

V – Statutory reserves

0

0

VI – Reserve for own shares

0

0

VII – Other reserves, shown separately

0

0

0

0

2,325,951

2,446,082

0

0

4,826,215

3,178,480

10,750,390

7,772,505

IV – Legal reserve

Acquisition reserve
Extraordinary reserve
VIII – Retained earnings (Accumulated losses)
IX – Net profit (loss) for the year.
Total Shareholders’ Equity - Group

The share capital of the parent company amounts to Euro 3,500,000 and consists of 3,500,000
shares with a nominal value of Euro 1 each.
Compared to prior year, it has increased by Euro 1,500,000 following a bonus issue funded using
the Extraordinary reserve.
Reconciliation between Shareholders' equity and net profit of the Parent Company and
those of the Group
Shareholders
Net
’ equity
profit for
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the year

As per Parent Company financial statements at 30.09.2014

9,192,675

4,547,02
4

Result and owners’ equity of subsidiaries

1,618,192

462,829

Elimination of carrying amount of equity investments

(268,700)

0

Elimination of dividends from equity holdings

0

(75,001)

Sale / transfer of intangible / tangible fixed assets to equity holdings

0 (242,621)

Elimination of the effects of other intercompany transactions and other entries

208,223

Shareholders' equity and result for the year attributable to the Group (A)

10,750,390

Shareholders' equity and result for the year attributable to non-controlling interests (B)
Shareholders’ equity as per consolidated financial statements at 30.09.2014
(A+B)

11,219
10,761,609

133,983
4,826,21
5
1,581
4,827,79
6

The following table shows a detailed breakdown of consolidated shareholders’ equity
attributable to the Group at 30.09.2014 and 30.09.2013 and movements thereon during the
years then ended:
Movements on Consolidated Shareholders’ Equity
attributable to the Group at 30.09.2014

Share capital

At 30.09.2013
Allocation of net
profit for year ended
30.09.2013
Reclassification of
net profit for 2013
Distribution of
dividends on
24/01/2014
Share capital
increase of
28/01/2014
Adj post- merger
with LE HOLDING
on 1/04/14
Differences with
consolidated equity
at 30/09/13
Effect of elimination
of companies
disposed of
Net profit for current
year (30.09.2014)
At 30.09.2014

Extraordinary
reserve

Legal
reserve

Cancellatio
n surplus

Retained
earnings
(Accum.
Losses)

Net profit
(loss) for year

Total

2,000,000

147,943

1,573,997

0

872,085

3,178,480

7,772,505

0

132,699

2,521,285

0

0

(2,653,984)

0

0

0

0

0

524,496

(524,496)

0

0

0

(2,350,000)

0

0

0

(2,350,000)

1,500,000

0

(1,500,000)

0

0

0

0

0

(182,417)

(159,433)

961,577

0

0

619,727

0

0

0

0

(34,390)

0

(34,390)

0

0

0

0

(83,666)

0

(83,666)

0

0

0

0

0

4,826,215

4,826,215

3,500,000

98,225

85,849

961,577

1,278,525

4,826,215

10,750,391

Movements on Consolidated Shareholders’ Equity
attributable to the Group at 30.09.2013
Retained
ExtraLegal
earnings
Share capital
ordinary
reserve
(Accum.
reserve
Losses)
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At 30.09.2012

2,000,000

84,014

378,043

202,423

1,929,039

4,593,519

Allocation of net profit for year
ended 30.09.2012

0

63,929

1,214,655

0

(1,278,584)

0

Consolidation differences on
acquisitions due to goodwill
Reclassification

0
0

0
0

0
0

506
650,455

0
(650,455)

506
0

Reversal of writedowns of
companies disposed of

0

0

(18,701)

18,701

0

0

Net profit for current year
(30.09.2013)

0

0

0

0

3,178,480

3,178,480

2,000,000

147,943

1,573,997

872,085

3,178,480

7,772,505

At 30.09.2013

Shareholders’ equity attributable to non-controlling interests amounts to Euro 11,219, including
Euro 1,581 of net profit for the current year. Movements during the year and in prior year were
as follows:
Movements on Consolidated Shareholders’ Equity
attributable to non-controlling interests at 30.09.2014
Share capital and
reserves

Net profit for the year

As at 30.09.2013

3,578

Allocation of net profit for year ended 30.09.2013

Total

20,799

24,377

6,060

(6,060)

0

Differences compared to financial statements filed

0

(14,739)

(14,739)

Net profit for current year (30.09.2014)

0

1,581

1,581

9,638

1,581

11,219

As at 30.09.2014

Movements on Consolidated Shareholders’ Equity
attributable to non-controlling interests at 30.09.2013
Share capital and
reserves
As at 30.09.2012
Allocation of net profit for year ended 30.09.2011
Acquisition of non-controlling interest in SMBA
Energy

Net profit for the year

Total

85,668

6,758

92,423

6,758

(6,758)

0

(87,829)

0

(87,829)

596

0

596

(1,615)

0

(1,615)

0

20,799

20,799

3,578

20,799

24,377

Disposal of 5% of Ecogaia
Other movements
Net profit for current year (30.09.2012)
As at 30.09.2013

B) PROVISIONS FOR RISKS AND CHARGES
Details of this item are as follows:

DESCRIPTION
Deferred tax provision
Tax provision of former
Europe Holding S.r.l.

Balance at

INCREASES

30.09.2013

Balance at

DECREASES

30.09.2014

66,273

124,933

40,268

150,938

0

16,013

0

16,013
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Prov. for negative MTM
of options Italy

295,535

0

295,535

0

Total

361,808

140,946

335,803

166,951

During the year, the Company reversed the “Provision for negative MTM of options Italy” of Euro
295,535 which referred to the mark to market valuation of options subscribed in relation to the
SNP (Single National Price) as at 30 September 2013. The provision was reversed as the
options had reached their natural maturity date.
The “Deferred tax provision” refers to taxes recorded in accordance with the finance lease
method of accounting for the real estate finance lease and deferred taxes recorded on late
payment interest accruing but not collected from a customer.
The “Tax provision” of Euro 16,013 was acquired as a result of the reverse merger with former
holding company Europe Holding S.r.l.
C) PROVISION FOR EMPLOYEE TERMINATION INDEMNITIES
This balance, inclusive of the liability for advance taxation on revaluations, amounts to Euro
61,965 (Euro 43,086 at 30.09.2013). During the year, movements on the provision were as
follows:
30.09.2014

30.09.2013

Opening balance at 30.09.2013

43,086

45,040

Net amount allocated for year

23,899

15,508

0

-2,917

Utilised for leavers and/or advances

-5,020

-14,545

Closing balance at 30.09.2014

61,965

43,086

Effect of deconsolidation due to disposal of investment

D) PAYABLES
The balance sheet does not include any payables falling due after more than five years and no
payables are guaranteed by securities on Group assets.
3. Quotaholder loans payable
This represents a loan of Euro 1,000 payable to the non-controlling quotaholder of Ecogaia
S.r.l. (Euro 1,000 at 30.09.2014).
4. Bank borrowing
This amounts to Euro 12,646,185 (Euro 12,287,395 at 30.09.2013), is entirely due within a year
and may be analysed as follows:

30.09.2014

30.09.2013

Current account overdrafts

211,774

2,452,478

Bank loans

822,557

865,656
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Advances accounts with banks

11,549,857

8,899,929

61,998

69,332

12,646,185

12,287,395

Bank interest and charges payable
Total bank borrowing

Except for the bank interest and charges payable, all bank borrowing regards the use of current
account overdraft facilities or advances on invoices to collect trade receivables.
“Bank loans” includes the outstanding liability at 30 September 2014 on the mortgage loan
arranged by Ecogaia S.r.l. with a leading bank.
This loan – for a nominal amount of Euro 900,000 – provides for monthly repayments over the
period from 20 December 2013 to 20 November 2027.
The loan is repayable as follows:
30.09.2014
Within a year

30.09.2013

45,305

43,099

After between one and five years

205,607

195,601

After more than five years

571,645

626,656

Total bank loans payable

822,557

865,356

As security for the loan, the bank asked the Company for a first ranking mortgage on the wind
farm in the Municipality of San Marzano (Taranto).
5. Due to other lenders
This item includes Euro 463,882 (Euro 547,403 at 30.09.2013) relating to the consolidation entry
made to account for, as a finance lease, the property lease for the building located in San Martino
Buon Albergo (VR), where the Group's main operations are conducted.
The finance lease liability is due as follows:
30.09.2014

30.09.2013

87,440

83,521

After between one and five years

376,442

463,882

Total due to other lenders

463,882

547,403

Within a year

The finance lease for the acquisition of a new property to house parent company Europe Energy
S.p.A. operational headquarters was signed in April 2013 and provides for repayment in 60
monthly instalments (expiry in April 2018).
See also note on Tangible fixed assets.
6. Payments on account
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Payments on account total Euro 648,351 (Euro 972,096 at 30.09.2013) and regard payments on
account received from customers towards purchases of electricity on the German and French
electricity exchanges.
7. Trade payables
Trade payables amount to Euro 50,965,893 (Euro 48,623,776 at 30.09.2013) and are entirely
due within a year. They may be analysed as follows:
l
30.09.2014

30.09.2013

Trade payables

18,877,049

21,909,037

Invoices to be received

32,245,795

26,749,167

Credit notes to be received
Total trade payables

-156,950

-34,428

50,965,893

48,623,776

There are no trade payables due after more than a year.
7bis. Payables to associated companies
Payables to associated companies amount to Euro 347,930 (Euro 0 at 30.09.2013). They are
reported net of trade discounts and early payment discounts indicated on the invoices and their
nominal amount has been adjusted, in case of billing adjustments, to reflect the amount agreed
with the counterparty.
In more detail, the balance includes:

30.09.2014

30.09.2013

347,930

0

Invoices to be received

0

0

Credit notes to be received

0

0

347,930

0

Payables

Total

These payables are entirely due within a year. There are no payables to associated companies
due after more than a year.

Related parties
See the Report on Operations for disclosures provided in accordance with Article 2427 (22-bis) of
the Civil Code.
12. Tax payables
Tax payables of Euro 1,739,577 (Euro 645,948 at 30.09.2013) are entirely due within a year and
may be analysed as follows:
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30.09.2014
VAT payable
Taxation payable

0

12,243

1,713,595

614,662

11,192

4,425

Personal income tax payable – employees
Personal income tax payable – other personnel
Total tax payables

30.09.2013

14,790

14,618

1,739,577

645,948

13. Due to pensions and social security institutions
This item amounts to Euro 39,430 (Euro 22,850 at 30.09.2013) and includes the following:

30.09.2014

30.09.2013

32,526

21,166

Due to INPS for employees and collaborators
Due to INAIL
Due to other institutions
Total due to pensions and social security institutions

106

1,420

6,798

264

39,430

22,850

14. Other payables
Other payables are entirely due within a year, amount to Euro 251,694 (Euro 4,179,664 at
30.09.2013) and may be analysed as follows:

30.09.2014

30.09.2013

Payable to directors

18,316

21,750

Payable to employees

73,432

43,830

Payables on EEX
Customer deposits
Other payables
Total other payables

9,381

0

145,883

3,978,667

4,682

135,417

251,694

4,179,664

Customer deposits include deposits paid in order to take part in auctions to purchase
electricity or rights to interconnection capacity on leading European exchanges.
E) ACCRUED EXPENSES AND DEFERRED INCOME
This item amounts to Euro 2,268 (Euro 0 at 30.09.2013) and mainly includes accrued
guarantee/bond expenses.

Memorandum accounts
Memorandum accounts relate to commitments of and guarantees provided by the
Company. In detail, these relate to:
Contingencies which comprise the commitments made by the Group to third parties for the
purchase of electricity and may be detailed as follows:
1) Guarantees provided to electricity suppliers of Euro 13,000,000 against Euro 7,300,000 at
Explanatory Notes – Consolidated Financial Statements for the year ended 30.09.2014

Page 69

EUROPE ENERGY SPA GROUP

2)
3)
4)
5)

30.09.2013;
Guarantees provided for purchases of energy on the electricity exchange and on the IDEX
exchange of Euro 10,825,000 against Euro 10,250,000 at 30.09.2013;
Guarantees provided for services ancillary to the purchase of electricity (transport,
dispatching etc.) of Euro 5,500,000 against Euro 6,219,112 at 30.09.2013;
Guarantees provided in favour of subsidiaries of Euro 1,350,000, unchanged compared to
prior year;
Other guarantees represented by letters of credit of Euro 5,073,066 (Euro 3,711,082 at
30.09.2013).

Part D
Notes to the Income Statement
Income Statement analysis
Before proceeding with the analysis of individual items, it should be noted that comments on the
general cost and revenue trends are provided in compliance with Art. 2428 (I) of the Civil Code, in
the Report on Operations.
Moreover, the detailed breakdown of income and cost items provided in the Income Statement
itself and the previous Notes to the Balance Sheet items mean that the Notes that follow can be
limited to just the main items.
A) VALUE OF PRODUCTION
1. Revenues from sales of goods and services
Revenues from sales of goods and services relate almost entirely to the sale of electricity, net of
discounts, rebates and bonuses and amount to Euro 1,822,377,983 (Euro 1,519,699,566 for the
year ended 30.09.2013). They may be analysed as follows:
Financial year ended
30.09.2014

Financial year ended
30.09.2013

1,319,232,526

1,064,118,006

45,776,281

43,515,263

221,627,013

183,481,297

112,688

151,841

0

759,419

CCT and Interconnection sales

55,508,594

40,363,964

Fixed/floating price sales

23,012,223

39,973,351

Sales of Green and CO2 certificates

61,422,671

48,694,768

1,140,507

8,017,647

0

0

3,016,412

881,782

479,594

1,507,759

Dispatching

15,537,214

15,876,432

Transport of electricity

75,512,260

72,164,728

Sale of electricity
Imbalance energy sales
IPEX sales
Consultancy and assistance
Gas sales

Shipping remuneration revenues
Positive Variation Margin
Ancillary transport services
Services rendered
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Transport of natural gas
Total revenues from sales of goods and services

0

193,309

1,822,377,983

1,519,699,566

2. Other revenues and income
The Other Revenues and Income reported and totalling Euro 375,931 (Euro 663,391 at
30.09.2013) mainly refer to:
Financial Year ended
30.09.2014

Financial Year ended
30.09.2013

516,796

641,437

0

21,707

285

246

Other income from associated companies

158,850

0

Total other revenues and income

675,931

663,391

Out of period income
Chargeback of administrative expenses
Allowances income

B) COST OF PRODUCTION
6. Raw and ancillary materials, consumables and goods
Costs for raw and ancillary materials, consumables and goods amount to Euro 1,807,867,366
(Euro 1,508,346,265 at 30.09.2013) and consist of the following:

Financial Year ended
30.09.2014

Financial Year ended
30.09.2013

Purchases of electricity from abroad

410,096,895

330,900,802

Domestic purchases of electricity

872,536,344

663,374,872

71,676,354

73,939,860

272,709,479

241,765,109

16,835,888

27,177,960

0

917,607

Green and CO2 certificates

58,754,245

52,268,125

SNP contracts for difference

23,704,657

42,479,451

3,452,892

2,711,195

1,012

1,801,26

75,512,260

72,163,191

Interconnection rights and transport capacity
Imbalance of energy accounts
Dispatching
Gas purchase

Variation Margin
Purchases of assets costing < Euro 516.46
Transport
Ancillary transport services
Energy efficiency bonds

304,244

636,523

2,205,450

0

67,945

0

9,700

9,768

1,807,867,366

1,508,346,265

Other services
Other purchases
Total costs for raw and ancillary materials, consumables
and goods

7. Costs for services received
Costs for services received totalling Euro 3,611,481 (Euro 4,655,844 at 30.09.2013) are analysed
as follows:
Explanatory Notes – Consolidated Financial Statements for the year ended 30.09.2014

Page 71

EUROPE ENERGY SPA GROUP

Financial Year ended
30.09.2014

Financial Year ended
30.09.2013

Energy costs

9,255

7,132

Shared building expenses

7,944

6,624

Cleaning

4,890

5,865

429,020

467,500

Statutory auditors’ fees

45,422

46,795

Audit fees

27,400

52,000

INPS/INAIL social contributions for collaborators

53,863

66,959

Directors’ fees

Advertising

0

7,250

Telephone expenses

10,425

9,640

Postage costs

11,062

8,056

Entertainment expenses

31,432

8,967

Bank charges

84,031

113,215

Charges for guarantees

439,883

645,675

GME services and access costs

503,770

372,845

97,103

340,124

Cost of third party dispatching services

782,013

795,751

Technical consultancy

540,135

1,282,951

63,674

62,771

0

9,717

42,458

43,993

258,868

189,852

2,016

2,474

114,486

50,509

Insurance

27,673

35,345

Staff recruitment and training

18,300
6,358

17,563
6,271

3,611,481

4,655,844

Platform subscription costs

Travel, Overnight stays, mileage claims and courses
Legal fees
Maintenance and assistance
Broker commissions
Factoring/Leasing charges
Membership fees

Other administrative costs
Total costs for services

8. Lease and rental costs
Lease and rental costs totalling Euro 41,614 (Euro 45,032 at 30.09.2013) include the following:
Financial Year ended
30.09.2014

Financial Year ended
30.09.2013

17,299

6,602

Rent payable
Hire costs
Motor vehicle lease expenses
Operating lease expenses
Total lease and rental costs
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9. Payroll costs
Payroll costs for the financial year ended 30.09.2014 are shown in detail in the Income
Statement.

10. Depreciation, amortisation and writedowns
Depreciation and amortisation for the year ended 30.09.2014 are shown in detail in the Income
Statement and analysed in the Notes on intangible assets and tangible fixed assets.
Writedowns for the year refer to provision made for a doubtful receivable as described under
“Trade receivables”.

11. Change in inventories
Inventories and the change compared to prior year are shown in detail in the Income
Statement and in the Notes to the Balance Sheet.

14. Other operating expenses
These amount to Euro 1,145,100 (Euro 1,034,031 at 30.09.2013) and consist of the following:
Financial Year ended
30.09.2014
37,164

Financial Year ended
30.09.2013
52,468

1,558

1,031

AEEG annual subscription

478,914

408,161

AGCM annual subscription

92,318
1,918

49,868
5,305

181,227

474,650

Chamber of Commerce fees
Magazine and newspaper subscriptions

Gifts to customers
Out-of-period expenses
Official stamps and sundry taxes

33,579

40,783

Other related expenses

318,370

0

Sundry other expenses

52

1,765

1,145,100

1,034,031

Total other operating expenses

Out of period expenses at 30 September 2014 mainly relate to the following:
adjustments to costs for energy dispatching services for the year ended 30 September
2013 - Euro 60,328;
adjustments for energy balancing relating to years ended 30 September 2011 and 30
September 2013 – Euro 52,391.
C) FINANCIAL INCOME AND EXPENSES
16. Other financial income
Other financial income totals Euro 567,422 (Euro 308,339 at 30.09.2013) and is analysed as
follows:
Financial year ended
30.09.2014

Financial year ended
30.09.2013

40,187

26,737

Interest income on non-current receivables from parent
companies
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Interest income from securities

10,704

Interest income from bank accounts
Late payment interest income
Sundry interest income
Interest income on non-current receivables from associated
companies
Total other financial income

11,236

89,053

94,003

357,537

175,254

10,294,35

1,109

59,647

0

567,422

308,339

17. Interest and other financial expenses
Interest and other financial expenses total Euro 1,067,141 (Euro 1,192,102 at 30.09.2013) and
may be analysed as follows:
Financial Year ended
30.09.2014

Financial Year ended
30.09.2013

778,114

901,267

41,343

47,138

5

55

Factoring interest and charges

181,934

233,012

Cash/Early payment discounts

30,000

0

1,381

0

Interest expenses on bank accounts
Loan interest expenses
Late payment interest expenses

Losses on disposals
Sundry
Total interest and other financial expenses

34,365

10,629

1,067,141

1,192,101

17bis. Exchange gains and losses
The Group has also recorded exchange losses of Euro 2,700 (exchange losses of Euro 2,499 in
year ended 30.09.13), all of which are considered realised and non-speculative.

E) EXTRAORDINARY INCOME AND EXPENSES
20. Income
This line item includes Euro 263,812 (Euro 386,586 at 30.09.2013) of extraordinary income
arising on the disposal of several subsidiaries, as adjusted for the shareholders’ equity of the
companies disposed of as at the date of disposal.
See further in the Report on Operations.
22. Taxes on income for the year
Taxes on income for the year amount to Euro 3,366,874 (Euro 2,109,589 at 30.09.2013). This
line item is analysed as follows:

Current IRES

Financial year ended
30.09.2014

Financial year ended
30.09.2013

2,251,412

1,317,212

Additional IRES (Robin Tax)

850,620

428,773

Current IRAP

401,107

267,334
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Deferred tax income – IRES

-353,629

-43,499

Income from tax consolidation

-7,861

-15,084

Deferred tax expenses - IRES

84,666

66,273

140,560

88,579

3,366,874

2,109,589

Expenses from tax consolidation
Total taxes on income for the year

The deferred tax income and expenses are analysed as follows:
- the deferred tax income recognised in the year ended 30 September 2014 mainly relates to:
a) directors’ fees not paid during the year ended 30 September 2014 as in prior year (recognition
of deferred tax assets of Euro 2,158);
b) accounting treatment of finance leases in accordance with IAS 17/finance lease method - Euro
31,362;
c) deferred tax assets calculated on the non-deductible portion of the bad debt provision (Euro
803,791 resulting in recognition of deferred tax assets of Euro 273,289);
d) deferred tax recorded on franking of accumulated tax losses - Euro 41,250.
- deferred tax expenses in the year ended 30 September 2014 were mainly recorded in relation
to:
- a) non-collection in the year ended 30 September 2014 of late payment interest income of
Euro 357,537 (leading to recognition of net deferred taxes of Euro 81,294);
- b) recognition of deferred taxes of Euro 3,372 on consolidation entry relating to difference
between statutory amortisation and amortisation in consolidated financial statements of
improvements to leasehold property.
Reconciliation between tax charge as per the financial statements and the theoretical tax
charge
IRES
Profit before tax

8,194,670

Theoretical tax charge (27.5% + 10.5% Robin Tax)

3,113,975

TEMPORARY DIFFERENCES FOR THE YEAR:
Directors' fees paid after 30.09.2014
Additional interest of 0.40% and extension

34,632
10,958

Late payment interest income collected at 30.09.2014

100,000

Total

145,590

REVERSAL OF PRIOR YEAR TEMPORARY DIFFERENCES:
Directors’ fees paid after 30.09.2013

-36,665

Late payment interest expenses not paid at 30.09.2014

-357,537

Total

-394,202

DIFFERENCES THAT WILL NOT REVERSE IN SUBSEQUENT FINANCIAL YEARS:
Add-backs
Non-deductible or unpaid taxation

5,524

Non-deductible interest expenses

16,049
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Donations

1,000

Entertainment expenses

17,800

Non-deductible transport costs

125,229

Non-deductible amortisation of merger deficit

133,419

Non-deductible bad debts

803,791

Out of period expenses

128,341

Other add-backs

21,779

Total add-backs

1,252,932

Deductions
Gains on investments subject to PEX regime

-532,000

10% IRAP (greater of tax paid and amount relating to period)

-26,207

Non-deductible portion of dividends paid

-71,251

Other deductions

-406,290

Total deductions

-1,035,748

TAXABLE INCOME

8,163,242

Current taxes on income for the year

3,102,032

IRAP
Value of production
Theoretical tax charge (3.9%)
TEMPORARY DIFFERENCES TAXABLE IN SUBSEQUENT TAX YEARS:
Total

9,922,929
386,994
0

REVERSAL OF TEMPORARY DIFFERENCES FROM PRIOR YEARS:
Total

0

DIFFERENCES THAT WILL NOT REVERSE IN SUBSEQUENT YEARS:
Add-backs
Directors and contributions to INPS (excluding fees of VAT registered freelance
professionals)
Local Property Tax – ICI
Other add-backs
Interest element of lease payments
Out-of-period expense
Non-deductible depreciation/amortisation
Total add-backs
Deductions
Other deductions
Out of period income
Other deductions
IRAP deduction for increase in employment and/or tax wedge
Total deductions
TAXABLE INCOME FOR IRAP PURPOSES
Current IRAP charge for the year

482,478
8,482
80,806
18,091
128,341
133,419
851,617
-533
-44,284
-199,532
-245,408
-489,757
10,284,789
401,107

Part E
Other Disclosures
Average number of employees by category
During the year, the Company had an average of 10.6 employees, hired on permanent contracts.

Directors and statutory auditors’ fees


Statutory Auditors’ fees
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Directors’ fees
External auditors’ fees

Euro
Euro

429,020
27,400 *

* inclusive of audit of separate annual accounts (accounting Unbundling) prepared for the
Electricity and Gas Authority (AEEG) and out of pocket expenses.

Financial derivatives
The Company did not enter into any financial derivatives to hedge the interest rate risk for
transactions carried out in the year ended 30.09.2014.

Significant subsequent events
Details of subsequent events together with disclosure of the Company’s situation and
performance have been provided in the report on operations, as required by applicable
legislation.
Milan, 03 December 2014
For the Board of Directors
(Matteo Ballarin)
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* * * * *
STATEMENT OF CASH FLOWS
AT 30.09.2014
(Amounts in Euro)

A. OPENING NET CASH AND CASH EQUIVALENTS
Cash and cash equivalents
Short-term bank borrowing
TOTAL A
B. CASH FLOWS FOR THE YEAR
Net profit
Depreciation & amortisation
Allocation to provision for employee termination indemnity
Allocation to provision for doubtful debts
Writedown of goodwill
Change in inventories
Change in trade receivables
Change in receivables from associated companies
Change in receivables from parent companies
Change in tax receivables
Change in deferred tax assets
Change in other receivables
Change in prepaid expenses and accrued income
Change in provisions for risks and charges
Change in provision for employee termination indemnity
Change in advance payments received
Change in shareholder loans payable
Change in trade payables
Change in payables to associated companies
Change in tax payables
Change in amount due to pension and social security institutions
Change in other payables
Change in accrued expenses and deferred income
TOTAL B
C. CASH FLOWS FROM INVESTING ACTIVITIES
Investments in intangible assets
Investments in tangible fixed assets
Disposals of investments in associated companies
Writedown of intangible assets
Other changes
Investments in current financial assets
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30.09.2014

30.09.2013

24,187,885
(12,834,798)
11,353,087

17,355,172
(15,171,491)
2,183,681

4,827,796
191,314
23,899
1,001,569
0
35,800
(5,873,783)
(131,774)
26,737
(649,738)
(319,119)
2,687,281
273,631
(194,857)
(5,020)
(323,745)
0
2,342,117
347,930
1,093,629
16,580
(3,927,968)
2,268
1,444,547

3,199,279
169,039
15,508
0
1,024
(44,329)
12,577,453
(4,000)
(26,737)
(2,009,436)
11,428
4,373,218
(585,801)
(433,254)
(17,462)
172,096
1,000
(3,927,482)
0
(1,059,182)
(13,937)
(183,383)
(442)
12,214,600

761
(4,721)
(1,500)
0
(132,794)
(533,894)

(153,329)
(1,100,007)
0
7,135
0
(270,626)
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TOTAL C

(672,148)

(1,516,827)

D. CASH FLOWS FROM FINANCING ACTIVITIES
Loans to other entities
Change in non-current financial receivables
Net change due to reverse merger
Change in payables to other lenders
TOTAL D

-700,000
1,427,246
82,172
0
809,418

(1,675,000)
(143,313)
0
289,946
-1,528,367

E. DIVIDENDS PAID

-2,350,000

0

F. CASH FLOWS FOR THE YEAR (A+B+C+D-E)

10,584,904

11,353,087

23,694,971
(13,110,067)
10,584,904

24,187,885
(12,834,798)
11,353,087

Cash and cash equivalents
Short-term borrowing
CLOSING NET CASH AND CASH EQUIVALENTS

Milan, 3 December 2014
For the Board of Directors
(Matteo Ballarin)

Rendiconto finanziario consolidato al 30.09.2014

Pagina 79

