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MATTEO BALLARIN
Chairman & CEO Europe Energy Holding Group Srl

Dear Shareholders,
This semester reflects the very positive situation of
the Europe Energy Group.
Over the past six months, the Company’s hard
work has been extremely productive in paving the
way for all the highlights it has in store for the
second half of the year. In fact, we expect to
complete the purchase of the business branch of
Gascom S.r.l. in liquidation and the merger between
Europe Energy S.p.A. and Europe Energy Gas &
Power S.p.A., to increase the share capital to €5
million and to expand sales in foreign markets.
Not to mention the results achieved in the midst of
all this work, which were certainly positive. The
Company generated a profit after taxes of €1,464
thousand with a turnover of €159,559 thousand,
confirming the improvement of its percentage profit
indexes, which was one of the main goals we had
set for ourselves in the past few years. This result is
perfectly consistent with the budget goals disclosed
to credit institutes.
Moreover, the result is especially positive when
compared to 2016, when the Company generated
an annual profit of €1,342 thousand (which means
that in just six months we did better than in the
entire preceding year).
The Net Financial Debt displayed an especially
positive trend, down from €5,966 thousand on 30
September 2016 to €4,285 thousand on 31 March
2017.
In the past year, the philosophy of our day-to-day
business did not change and continued to focus on
achieving a zero credit risk and on regularly
monitoring the expected profit margin.
Thanks to this approach, for the 10th year in a row
the Europe Energy Group is laying the groundwork
for it to ensure the business’ profitability and
confirms its status as one of the most active
operators of the Italian and European energy
market.
Allow me to thank my fellow members of the Board
of Directors of Europe Energy S.p.A. and of our
affiliates and/or subsidiaries. I further ought to thank
all the management and all of the 80 or some
people who daily work with us in order to achieve
the desired results.
The Sole Director
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GROUP PROFILE AND CORPORATE STRUCTURE

These are the second interim consolidated financial
statements issued by the Europe Energy Group
and have been drafted by the Parent Company
Europe Energy Holding S.r.l. (formerly Light Energy
S.r.l.).
The Group controls two operating companies in
particular, Europe Energy S.p.A. and Europe
Energy Gas & Power S.p.A., which, starting from
the previous year and because entitled to do so,
have decided to apply the international accounting
standards when drafting the balance sheet. Please
note also that following the end of this semester,
on 12 June 2017 the shareholders of the
aforementioned subsidiaries approved the merger
by incorporation of Europe Energy Gas & Power
S.p.A. with Europe Energy S.p.A. (notarial deed
issued by Notary Giampaolo Mondardini in Verona,
filed under Reg. No. 2.640, Folder No. 1.888).
The transaction took place after the purchase by
the incorporated company of the subsidiary
Gascom S.r.l. in liquidation on 8 June 2017
(notarial deed issued by Notary Giorgio Gottardo in
Padua, filed under Reg. No. 60.988, Folder No.
19.998).
The application of the international accounting
standards was positively received by the Group’s
subsidiaries, as we believe that on a whole, the
standards help provide an even better
understanding of the performance of the Group
and its companies to the recipients of the financial
statements, especially insofar as concerns the line
of business in which the Group operates.
In fact, the transitioning of the balance sheet
information of Europe Energy Holding S.r.l. to the
international accounting standards does not create
any substantial difference in light of the Company’s
nature of a static holding. By contrast, if the
consolidated financial statements were drafted in
accordance with the Italian accounting standards
(ITA GAAP), the translation of the balance sheets of
subsidiaries Europe Energy S.p.A. and Europe
Energy Gas & Power S.p.A. in accordance with
those standards could possibly provide a
representation of the consolidated accounts that
would be inconsistent with those resulting from the
subsidiaries’ separate balance sheets.
For this reason, this report on the financial
statements for the semester have been drafted in
accordance with the international accounting
standards, even though the parent company has
prepared the balance sheet by applying the Italian
accounting standards, as usual.

The parent company Europe Energy Holding S.r.l.
was established on 6 May 2009 and is now in its
8th financial year.
As you know, historically the Group Europe Energy
Holding’s business mainly involves wholesale
Energy Trading in several European markets.
Over the course of 2014, the Group also ventured
into the retail sales business of Power and Gas
through its subsidiary Europe Energy Gas & Power
S.p.A.
During 2015, a desk was created to handle the
wholesale of natural gas on the main European
hubs. Already in December 2016 the Group
completed its first financial trading transactions
involving this commodity, while since January 2015,
we began our first gas deliveries to clients. The
Group has completed the accreditation process for
the physical trading of gas in Italy and at the power
exchange points of Baumgarten (Austria), TTF
(Holland) and Zeebrugge (Belgium).
The wholesale Energy trading continued to develop
in Europe thanks also to the growth of subsidiary
LE Trading A.S. The geographical coverage of the
market now goes from Great Britain to Turkey and
from Spain to Ukraine.
To date, the Group therefore represents one of the
most well-distributed and developed logistic
platforms in Europe.
The following image shows the companies that
make up the Europe Energy Holding Group as of
today:

GROUP PR OFILE AND CORPORATE STRUCTURE

The image below shows the Company's presence on the various European markets:
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On 16 March 2017, Cerved Rating Agency S.p.A.
confirmed the rating B 1.1 (investment) previously
assigned on 21 March 2014 to Europe Energy
S.p.A. Cerved Rating Agency S.p.A. is registered
as a European rating agency (Credit Rating
Agency, CRA), pursuant to Regulation (EC) No.
1060/2009 as amended, and is supervised by
ESMA. Cerved is also recognised as an External

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

GROUP PROFILE AND CORPORATE STRUCTURE
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CORPORATE STRUCTURE
The share capital of the Parent company Europe
Energy Holding S.r.l. is divided into 1,908,730
shares with a nominal value of 1 Euro each held to
date by:
- no. 1,710,715 shares (89.63% of the share
capital): Mr. Matteo Ballarin;
- no. 190,873 shares (10.00%): Mr. 7,142
Eugenio Colla;
- no. shares (0.37%): BB Holding S.r.l.
MATTEO BALLARIN

The corporate structure has not changed in the
semester under discussion.
No changes have occurred in the corporate
management system, which continues to be
"traditional" for all Group companies. The Board of
Directors of the Parent company has only one
member (Mr Matteo Ballarin), while the Board of
subsidiary Europe Energy S.p.A. consists of two
members (Mr Matteo Ballarin, Chairman and
Managing Director, and Mr Eugenio Colla,
Managing Director). The Board of Directors of
Europe Energy Gas & Power S.p.A. consists of two
members (Mr Matteo Ballarin, Chairman and
Managing Director, and Mr Eugenio Colla,
Managing Director).

Chairman & CEO Europe Energy Group

EUGENIO COLLA
Executive Director & CFO Europe Energy Group
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KEY FINANCIAL DATA OF THE GROUP

The Group achieved a profit before taxes of Euro
1,870 thousand (Euro 2,477 thousand as of
31/03/2016), while the net profit for the year
amounted to Euro 1,464 thousand (Euro 1,477
thousand as of 31/03/2016). The Gross Operating
Margin (which is the difference between the
Revenues and Operating costs) amounted to €1,594
thousand (€2,607 thousand on 31/03/2016). Total
revenues amounted to Euro 159,559 thousand (Euro
284,809 thousand as of 31/03/2016).

As of March 2015, Europe Energy Gas & Power
S.p.A. signed a specific trade credit insurance policy
with Coface SA for its customers of the business
segment. This operation, besides lowering the risk
on current customers, provided more risk
assessment tools that drive pre-sales activities in
order to minimise counterparty risk. The policy in
question, following its positive application to internal
processes, was renewed for a further two years with
the new maturity scheduled for February 28, 2018.

The year that just ended saw the Group pursue a
growth path that is focused on achieving leadership
status in the short-term (intended as supplies
ranging from intraday to a month of delivery) on all
major European markets.
These markets, as has been pointed out several
times, have in the knowledge of the physical balance
of the networks and in the technical knowledge their
peculiarities, relegating speculative elements typical
of other energy markets such as the oil market to a
very limited role.
To date, the Group operates on all major continental
market platforms, whether they be official Power
Exchange points or OTC brokerage platforms.
We also invested towards a greater institutional
presence and the result is that the undersigned is
now one of the Council members of the European
Energy Exchange and Hungarian Power Exchange,
and also a member of the Energy Committee of
Assolombarda.
Mrs. Loredana Pasqualini, counsel of subsidiary
Europe Energy S.p.A., is among the most esteemed
representatives in EFET (European Federation of
Energy Traders) and responsible for some task
forces within the Association, and coordinator of
business in the electricity production industry of
AIGET (Italian Association of Wholesalers and
Traders).
By signing the lease agreement and irrevocable
promise of purchase of the company owned by
Gascom S.r.l. in liquidation by subsidiary Europe
Energy Gas & Power S.p.A., the Group has
extended its business also to direct sales of energy
and natural gas to end customers starting from
November 1, 2014. This activity in essence
complements the supply chain for the sale of energy
and will result in the Group accessing also the natural
gas market, increasing diversification of the Group’s
business with strong integration and ability to create
efficiencies.

The business of the leased company’s several
divisions is managed directly by Europe Energy
S.p.A., insofar as concerns the sourcing of energy
and natural gas and portfolio/risk management, in
addition to corporate finance. The corporate
structure transferred with the leased company,
instead, focuses on developing sales (inbound and
outbound), customer care, marketing, billing, ICT
and back office.
The Group closed the semester with a profit of Euro
1,464 thousand (Euro 1,477 thousand as of
31/03/2016) after having allocated Euro 519
thousand for IRES (Corporate Income Tax) (Euro
474 thousand as of 31/03/2016) and Euro 105
thousand for IRAP (Regional Income Tax) (Euro 173
thousand as of 31/03/2016) and net deferred taxes
for Euro -219 thousand (Euro 354 thousand as of
31/03/2016).
The operating profit for the semester is shown
below (along with the percentage of individual items
weighing on the Gross Margin):
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The lower production value of subsidiaries in the
accounting period reviewed was widely expected
and is aptly represented in the Group’s business
plan. More specifically, we want to emphasise the
elements that have any effect on operations during
the period considered:
1.
corporate events that took place in 2014
and the state of insolvency of Gascom S.r.l. in
liquidation;
2.
the widely anticipated and planned
regulatory changes regarding energy imports that
involved a significant reduction of volumes in such
operation;
3.
the beginning of sales to end customers
that, as expected, turns out to be much more costly
in terms of financial commitment, both as regards
bank guarantees and funding requests of working
capital;
4. the problems within the Italian credit system and
the wait-and-see attitude towards the new line of
business on end customers before granting the
necessary financial support to corporate business.

The first margin amounted to Euro 7,698 thousand
(Euro 9,201 thousand as of 31/03/2016). This value
is worth 4.82% of revenues and increases by
49.34% compared to the percentage of incidence in
the previous year (3.23% as of 31/03/2016).
The Group’s operating profit for this semester
amounts to Euro 1,593 thousand (Euro 2,606
thousand as of 31/03/2016).
Net financial expenses amounted to Euro -237
thousand (Euro -36 thousand in the previous
semester).
The Group’s performance in the accounting period
is in line with its forecasts, despite operational and
market-related difficulties and uncertainty regarding
the outcome of the settlement with creditors
proposed by Gascom S.r.l. into liquidation. The
Company continued to affirm its strong presence on
European markets. Behind this growth are ongoing
efforts to build ties with leading manufacturers and
access to the main European platforms, allowing us
to achieve satisfactory results, in contrast with the
broader macro-economic framework.
Net debt has dropped by 28% compared to the
previous year (Euro 1,681 thousand) and is detailed
in terms of structure and changes in the table below:

15

16

EUROPE ENERGY

Net debt has improved despite the financial cycle of
the group you are increasingly witnessing retail
energy market standards that is characterized by
the significant difference between collection times
and payment. The DSO (Days Sales Outstanding)
for the semester is equal to 35 days (18 days in the
previous semester) while the DPO (Days Purchase
Outstanding) amounted to 29 days (14 days in the
previous semester). This difference is mainly due to
energy supplies regulated on the European
exchange platforms where the energy is paid and
the corresponding sale to other wholesalers made
according to standard EFET sales conditions or to
end users who have more extended billing terms, as
is customary on the Italian market.
This semester again saw the need to use part of the
liquidity as guarantee on credit lines to issue sureties
in favour of European operators and suppliers of
electricity. In particular, the Italian government’s
creditworthiness has worsened and accordingly, so
as that of the national banking system, which has
continued to have a negative impact on corporate
business. This event, in fact, has had an impact
both on the Group’s business and on its finances.
The downgraded rating in previous years of the
entire Italian banking system, apart from making it
impossible for Italian banks to issue guarantees with
ratings that are acceptable to major network
operators in Europe and the main clearers of the

European energy stock exchanges manifested in the
previous year, also led to a significant number of
institutions having lower ratings than the investment
grade and therefore, no longer usable as issuers, not
even by domestic institutional operators. The
obvious consequence is that even when it comes to
foreign suppliers, it is increasingly difficult to grant
bank guarantees issued by Italian banks. This has
resulted in the need for the Group to resort to foreign
banks in order to have such guarantees issued.
From an economic point of view, moreover,
deterioration of the conditions on the Italian credit
market have led to increased credit line costs.
Security deposits paid by the Group as guarantee for
electricity and natural gas purchases amounted to a
total of Euro 740 thousand (Euro 2,504 thousand as
of 30/09/2016).
The trend in collecting payments has also suffered
from the slower payment terms in the overall
economic framework, in spite of closer monitoring of
the remittance terms. This situation has had an
impact on the operating profit due to default interest
charged to customers for Euro 28 thousand (Euro
546 thousand as of 30/09/2016). As regards the
cash flows, it is not possible to provide comparative
data since the last balance sheet was the first
consolidated one to be prepared by the Group. The
table below shows only the detail of cash flows for
the semester in question:

KEY FINANCIAL DATA OF THE GROUP

The cash flows generated by financing refer to repayment of the long-term loan (€1,718 thousand) based
on the depreciation plans, while the cash flows generated by investments refer mainly to the short-term
loan of subsidiary LE Trading AS.
The capital structure is detailed in the statement below in terms of its items and changes:

The Group's equity covers 77% of the net capital invested (68% in the previous year closing on
30/09/2016).
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ECONOMIC FRAMEWORK

The economic framework outlined in Economic
Bulletin no. 3/2017 published by the Bank of Italy in
July points to a stabilising recovery of the global
economy. However, high uncertainty about global
economic policies that could have a negative
impact on the investment stock-still persists.
Long-term interest rates continue to be low, while
in the Eurozone, growth is steady but inflation
remains weak.
According to the Bank of Italy, however, growth
forecasts are weighed down by the risk of an
essentially downward trend: uncertainties over the
financial markets go hand in hand with those linked
to the evolution of economic and trade policies at a
global level.
For inflation, this downward trend could result from
a more conservative wage dynamic than what
initially predicted, while the evolution of energy raw
material prices in the near future continues to be
highly uncertain.
According to the forecasts presented in Economic
Bulletin No. 3/2017, domestic GDP should
increase by 1.4% in 2017, 1.3% in the following
year and 1.2% in 2019. Compared to the estimates
of last January, the initial growth forecasts have
been revised and seem more optimistic, reflecting
the boost in economic activity witnessed at the
beginning of the year, as well as a more promising
growth in foreign demand and on the energy raw
material markets. Investments net of constructions
are expected to expand more than the product,
thanks to the favourable financial conditions and
lower tax rates (so-called hyper- and superdepreciation).

In addition, we ought to point out that on June 25
the Italian authorities, in full agreement with the
European ones, approved the structured liquidation
of Veneto Banca and Banca Popolare di Vicenza,
supported by the public, in a manner that will
preserve the continuity of existing economic ties
and mitigate the effects on the manufacturing
industry. Shareholders and holders of subordinated
bonds contributed to the absorption of the losses.
The bail-in, instead, which would have also involved
senior bonds and deposits for the share exceeding
€100,000, was not applied. Restoration plans are
envisaged for holders of subordinated bonds other
than professional investors. Moreover, the Bank
Monte dei Paschi di Siena completed its access to
the precautionary bail-out, consistently with the
applicable European laws and regulations.
The cost of borrowing has proved stable over the
semester reviewed herein. The macroeconomic
framework incorporates market expectations of a
gradual adjustment of the long-term interest rates
and overall loose credit conditions, consistently with
the assumption that there will be no particular
tension within the financial system or incidents of a
significant increase in volatility and of risk premiums.
The graph below shows the trend of the 3-month
Euribor interest rate in the current and previous
financial year.
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The average value of the Euribor 3 month in the
current financial year was -0.32 while in the first
semester of the previous year amounted to -0.14
(-132%).
The Euro/Dollar exchange rate during the semester
in question amounted on average to 1.0735 USD
per Euro, again slightly decreasing compared to
the same period of the previous year (1.0983 USD
per Euro). Volatility was rather substantial.

The maximum value was recorded on 3 October
2016 with 1.1236 (1.1439 on 15 October 2015 in
the previous semester). The lowest value of the
U.S. Dollar was reached on 20 December 2016,
with 1.0364 USD per Euro (1.0579 on 30
November 2015 in the previous semester).
The graph below shows the trend in the Euro/
Dollar exchange rate during the semester reviewed
and in the previous year:
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As for global growth forecasts, the OECD, in its
latest Economic Outlook published in June 2017,
seems more pessimistic than the Bank of Italy and
ISTAT (Italian Statistics Institute).
In its latest edition, the OECD has a better outlook
on the global economy, but not sufficiently to
sustainably improve the welfare of the world’s
population.
The OECD referred to the average global GDP
growth in the twenty years before the crisis (+4%)
as the basis for its comparison. Based on its
analysis, growth in 2017 continues to be 0.5%
lower compared to the comparative indicator and
growth in 2018 (estimated at 3.6%) is also
expected to stagnate.
The OECD nonetheless increased its growth
forecasts compared to June 2016 with an
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estimated growth in 2017 (as mentioned above) of
3.5% compared to its previous forecast of 3.3%.
Estimates for 2018 remain stable at 3.6%.
Among the advanced economies, the OECD
revised its estimates for 2018, maintaining the
estimated growth in GDP for 2017 at 2.0% and
cutting it down from 2.3 to 2.0% for 2018. The
Euro zone will maintain a steady pace but still too
slow in terms of growth, with an estimate of 1.6%
in 2017 and the estimate for 2018% being
adjusted from 1.8 to 1.6% in 2018. In Japan,
growth is estimated to fall again: 1.5% in 2017 and
1.0% in 2018. China, instead, continues the
process of readjustment, with growth estimated at
6.4% in 2017 and with the estimates for 2018
having been slightly increased from the initial 6.1%
to 6.3%.
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The rate of growth in India for 2018 has been
revised upwards, with growth in 2017 confirmed at
7.6% and estimated at 7.9% as opposed to the
initial 7.6% in 2018. Emerging economies continue
to lose momentum. Deep recessions in Brazil and
Russia seem to finally be coming to an end, with
2017 expected to be first year of growth for both
countries after years of recession. Russia will grow
by 1.7% in 2017 and by 1.8% in 2018, while Brazil
should close at +0.5% in 2017 and +1.7% in 2018.
In the oil market, global investments dropped by
12% in 2016, with a downward trend for the
second year in a row. Increased investment in
efficiency and in electricity grids was more than
offset by the continuing decrease in investment in
the oil and gas upstream (International Energy
Agency. World Energy Investment annual report).
After two years of unprecedented decline, global
investments in the oil and gas upstream should
stabilise in 2017. Interestingly, a real investment

boom in American shale marked the beginning of
an upstream market running at two speeds. In the
rest of the world, in fact, the focus will continue to
be on cutting costs with a greater focus on
technological development and efficiency in the
implementation of projects.
In terms of supply, we ought to point out that an
agreement was signed in the semester reviewed
herein to cut down on production among OPEC
(Organization of the Petroleum Exporting Countries)
and other countries (Russia). The agreement was
reached in October 2016 and led to a decrease in
production of 1.8 Mbbl/day. After an initial rally (55
USD/bbl), oil prices stabilised. All this thanks to the
pressure on “traditional” producers caused by the
threat posed by American shale oil.
The average Brent prices in the accounting period
in question is 43.44 USD per barrel while in the
previous year it amounted to 60.61 USD/barrel
(-28%).
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TREND OF GLOBAL AND EUROPEAN ENERGY MARKET

As mentioned above, agreements were signed
between OPEC and Russia to cut down on the
production of crude oil during this semester and
investments in the shale upstream market and the
production capacity form installed renewable
energy sources both increased in the same period.
The demand for energy products, albeit slightly
higher, remains weak in European countries.
The agreements reached in Paris (COP 21) have
been questioned by the United States, with
President Trump expressing the intention to
withdraw from the Treaty in June 2017. This has
seen China rise to the status of world leader in
fighting climate change.
As regards the natural gas market, globally and in
Europe in particular, prices in the semester in
question reflected the difficulties encountered by
French nuclear generation during the winter. The
average price in this semester (€17.81/MWh)
increased by 19% compared to the same period of
the previous year (€14.91/MWh). More specifically,
the "Gas 2017 – Analysis and Forecasts to 2022"
report published by the IEA confirms that natural
gas consumption is expected to grow more rapidly
than the consumption of coal and oil because of
prices that will continue to be low and the
advantage in terms of emissions that gas offers
compared to oil and coal. In the report, the IEA
claims it expects an annual growth of gas
consumption of 1.6%. This means that gas
consumption in 2022 will reach 4 billion cubic

metres (compared to 3.63 billion cubic metres in
2016). About 90% of this growth will come from socalled emerging economies, with China in the lead.
As for the U.S. and Europe, gas markets are seen
as being close to saturation. The U.S. coal-to-gas
transition is expected to slow down significantly due
both to political reasons (with the U.S. withdrawing
from the COP21 agreements) and market
conditions (i.e. expected increase of gas prices).
The demand for gas in Europe has increased
throughout 2016 thanks to low prices and the
disposal of several coal plants. In the years leading
up to 2022, IEA continues to expect demand to
remain stable in the next five-year period. The
European gas market will experience limited
demand for electricity in the next five years, a
steady growth of installed production capacity for
energy produced from renewable sources and a
weak industrial production.
We also ought to point to the growing role of
liquefied gas (LNG) as a crucial factor in the global
market of natural gas. The volumes and the
diversification of LNG trades are increasing
significantly, with new countries that are major
exporters and importers of LNG appearing on the
international market. The number of LNG-importing
countries has grown from 15 in 2005 to 39 in 2016.
Liquefaction capacity is expected to reach 160
billion standard cubic metres in 2022. The countries
most expected to increase their capacity are the
U.S. with 90 billion cubic metres and Australia with
30 billion cubic metres.

ENERGY MARKET TREND

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

2015/2016

2016/2017

75,00
70,00
65,00
60,00
55,00
50,00

45,00
40,00
35,00
30,00

ott

nov

dic

gen

feb

mar

The trend in PUN prices witnessed a sudden
increase in the month of January due to the
difficulties experienced by the French nuclear
industry mentioned earlier.
The average quotation in the current semester
(€56.68/MWh) was 23% higher than that of the
same period in the previous year (€46.18/MWh).
Gross demand for electricity in Italy in the first
quarter of 2017 amounted to 79 TWh, up by 0.6%
compared to the same period in the previous year
in seasonally adjusted terms (source: Terna S.p.A.).
Domestic production in the first quarter of 2017, net
of pumping, accounted for 88.3% of the demand,
up compared to the 83.5% of the first quarter of
2016, while net imports suffered a significant drop
(-3.7 TWh; roughly -29%) due mainly to special
maintenance on French nuclear plants.
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The latter is the root cause of the trend in PUN
prices described above and, in general, in other
European markets, as we will see later. Thanks to
the completion of the process of market coupling
in EU countries, increases the degree of correlation
between PUN and the main European spot prices.
The difference between the average PUN and the
French equivalent during the semester is at an alltime low (0.67 Euros/MWh) compared to the
differential in the previous year, which stood at
10.18 Euros/MWh. The differential between the
average PUN price in Italy and the average price in
Germany has increased, instead, up by €17.25
compared to the €13.92/MWh in the same period
of the previous year.
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The following graph shows the comparison between the prices applied on the main European markets:
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As regards natural gas, during the first quarter of
2017, domestic demand grew significantly (+8.6%)
compared to the same period of the previous year,
amounting to 25.6 billion cubic metres, with an
increase of roughly 2 billion cubic metres.
This dynamic is due mainly to the combined effect
of increased thermal generation (+1.0 billion cubic
meters; +18.0% compared to Q1 2016) that made
up for the simultaneous drop of production at
hydroelectric power plants and in imports, higher
consumption in the civil sector (+0.7 billion cubic
IT
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metres; +5.2% compared to Q1 2016) because of
colder weather, particularly in January and, finally,
an increase in consumption in the industrial sector
(+0.3 billion cubic metres; +6.9% compared to Q1
2016), which confirms the positive industrial
production data.
We see the same trend in gas price differentials in
Europe as well. The following graph represents the
trend of Italian gas prices compared to those of
major European hubs:
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The correlation of gas markets is more evident, with a national average price in the semester of €19.60, as opposed
to the average price of €17.81 in the Dutch market, which is the most liquid.
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We draw your attention to the fact that the most
significant reforms introduced in the period under
review concern the regulation of the industry in
which the Group operates.
Resolution of 20 October 2016 - 589/2016/r/eel
- Other obligations tied with the enactment of
the Decree of the Ministry of Economic
Development in cooperation of the Ministry of
Economy and Finance issued on 13 May 2016
and concerning billing of the RAI (Italian State
TV) annual fee in the electricity bill
The Authority for Electricity, Gas and Water
(hereinafter AEEGSI or the Authority) approved the
updated version of the technical specifications for
the billing of the RAI annual fee in the electricity bill,
version submitted by the AU last 28 September,
which complements the procedure for managing
reimbursements to end customers for annual fees
unjustly charged by the electric company. The
Authority’s decision, as the text of the resolution
specifies, implements Article 6, paragraph 4, of the
Regulation implementing the provisions of Stability
Law 2016, according to which the Sole Purchaser
makes information needed to process annual fee
reimbursements available to the electric companies
through the SII.
New system of settlement and billing of GME
markets
The new versions of the Abridged Text of the
Electricity Market Regulation (hereinafter simply
referred to as the EM Regulation) approved by
Ministerial Decree of 21 September 2016 and of
the Feed-in-Tariff Platform Regulation (hereinafter
simply referred to as the FITP Regulation)
approved by the AEEGSI by Resolution No.
501/2016/R/EEL of 15 September 2016, updated
with the intention of regulating the new weekly
settlement system on MGP, MI and FITP energy
markets, entered into force as of 1 December
2016. At the same time, the new versions of the
DTF, EM and FITP amended to incorporate the
new provisions on payment terms, as well as the
updated version of the DTF No. 10 rev. 4 MGAS
that regulates the "Billing of economic items and
payment settlements", amended in order to adapt
the deadlines for settling payments on the MGAS
to those envisaged for the MGP, MI and FITP.
Furthermore, with the same announcement, the
GME also announces that, pursuant to Article 17,
paragraph 17.10, of the EM Regulation, as well as
in accordance with Article 24, paragraph 24.9, of

the FITP Regulation, as of the above-mentioned
date, in order to operate on the Electric Market and
on the FITP, with reference to all the economic
items for transactions whose underlying cash-flow
date coincides with or comes after 1 December,
operators must have activated the SEPA Direct
Debit Business to Business internet banking
payment system on the bank account they officially
communicated to the GME (so-called SDD B2B).
Resolution No. 2016-575/2016/R/Eel of 14
October 2016 implementing the order of the
Regional Administrative Court (TAR) of
Lombardy, Section Ii, 1185/2016, regarding the
Mechanisms for the automatic refund to end
customers of amounts recovered by the
company Terna S.p.A. with respect to the illicit
conduct of dispatching users, conduct referred
to in the proceedings initiated by the
Authority's Resolutions No. 342/2016/E/Eel and
No. 459/2016/E/Eel
This resolution reflects the decisions of the TAR of
Lombardy regarding automatic refunds to end
customers of amounts unduly charged for extracosts on Msd.
The resolution actually only limits itself to
"confirming and clarifying" that already provided by
the regulation in force. So much so that refunds will
be guaranteed "regardless of the outcome of the
decisions of the administrative justice," says a
note. More interesting are the procedures for
recovery and compensation on the uplift provided
for by Resolution No. 575/2016 and especially the
updates on the investigation initiated by the
AEEGSI on the units of consumption and
producers. In particular, the Authority points out
that a DCO "is being drafted" on the asymmetric
adjustment measures announced, "which will be
submitted for consultation to stakeholders,
including users who own active units that, following
said proceedings, may be eligible for application of
the measures".
As part of this proceeding, the Authority is "in the
process of evaluating and deciding" whether to
refund amounts unduly charged by producers in
the wake of what already is being done with
consumption units. The regulator, in fact, has
already notified "the findings of the investigation" to
said producers, findings that "in the case of proven
illicit strategies from which the operator has
profited significant margins (resulting in an undue
increase of the costs sustained by Terna and an
undue increase of the so-called uplift) envisage the
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adoption of a measure that requires such operators
(if they have not already done so) to reimburse to
Terna the amounts derived from the application of
the the imbalance charges from they would have
unduly benefited ".
Resolution No. 738/2016/R/com of 6 December
2016 "Billing and instalment plan rules: changes
to the Regulation defined by the Authority's
Resolution No. 463/2016/R/com" With this
resolution, the AEEGSI applies a set of changes
to the Regulation on billing and instalment plans
established in the TIF and to Resolution No.
463/16 to which the TIV, TIME and TIVG are
attached.
The provisions of Article 2(c) of the Resolution,
which allow for exceptions to the ban on advance
billing aimed at allowing the free market to develop
flexible contractual solutions that meet the
preferences of individual customers, are especially
important.
More specifically, the areas in which the Resolution
introduces changes are the following: (i) regular
billing and metering of electricity consumption; (ii)
self-reading; (iii) compensation; (iv) payment in
instalments; (iv) entry into force; (vi) scope.
With regard to the frequency of billing and metering
of consumption (Article 2(c)), the Resolution looks at
the following areas:
•
advance billing: introducing changes to
Article 6 of the TIF, the Authority allows for an
exception to the ban on billing of consumptions after
the emission date, thus allowing operators to bill the
service in advance, but only under certain conditions
(Articles 6.5 and 6.8(d), which are listed on Page 12
of the Resolution and which concern specific
disclosure obligations with regard to end customers;
•
mixed billing: the Resolution specifies that
the ban to add consumptions estimated after metre
self-readings applies to self-readings acquired
during the time period and furthermore, removes the
ban of adding consumptions estimated in the first
invoice issued after an invoice block;
•
billing frequency: the option of increasing
the billing frequency (usually every four months) for
gas customers with a consumption below 500 Sm3/
year is granted, including to the man utility provider.
With regard to self-readings (Article 2(d), 2(e) and 2(f)
and Article 4), instead, this Resolution introduces
changes in the following areas:
•
self-reading submission: the Resolution
specifies that self-readings must be submitted by

the seller to the distributor by and no later than 4
business days from their acquisition
•
window: the seller has the option of
acquiring self-readings reported by end customers
in the extra-window period, including in cases
other than those already provided for (through
claims or phone reports);
•
correction of invoiced amounts: this allows
sellers, in the event of self-readings reported by
customers as part of a claim or phone report, to
immediately issue an invoice correcting the
consumption values, without having to wait for the
distributor to validate the new readings (although
the approval is nonetheless required);
•
late transmission: it is explicitly stipulated
that in the event of late transmission of the selfreadings by the seller to the distributor, the latter is
not required to approve the readings.
Resolution No. 800/2016/R/EEL of 28 December
2016 "Further action for the enhancement of actual
imbalance for the year 2016 800/2016 under the
transitional arrangements introduced by the
Authority's Resolution No. 444/2016/R/eel"
published on 29 December 2016
With Resolution No. 800/2016/R/EEL, the AEEGSI
has decided on which changes to introduce to the
mechanism for calculating effective imbalances for
the year 2017, in light of the outcome of the recent
meeting held by the Regulator to discuss the issue
(see DCO No. 684/2016/R/EEL).
In this regard, we ought to mention that the
AEEGSI with said DCO No. 684/2016/R/EEL has
informed stakeholders of possible changes to the
regulation for calculating imbalances, regulation
introduced temporarily by the former Resolution
No. 444/2016/R/EEL. More specifically,
the Authority wanted to confirm that for 2017, the
procedure for applying the mixed "single-dual
price" system already in force for units of
consumption and units of production not enabled
by programmable and, at the same time, postpone
the date for introducing the mixed "single-dual
price" system for units of production powered
using non-programmable renewable energy
sources (hereinafter referred to as the FRNP) while
maintaining the existing regulation in force
unaltered, without applying the dual price system.
In addition, the AEEGSI also proposed changes to
the current method for calculating the aggregate
zonal imbalance sign.
As a result of this meeting, the the AEEGSI, with
said resolution, has provided two phases of
implementation of the rules for calculating
imbalances for the year 2017:
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i. For the first period (January to April 2017), given
the current methods for calculating the aggregate
zonal imbalance signal based on the movements
decreed by Terna on the MSD, the Authority has
decided to: either confirm application of the mixed
"single-dual price" system (with a ±15% range) for
consumption units and production units not
activated but programmable, or not to extend the
above mechanism to the FRNP production units.
ii. For the second period starting in May 2017, in
light of the effects that the newly introduced
methods for calculating the aggregate zonal
imbalance signal based on the actual measures
(which Terna must develop and submit to the
Regulator for approval by and no later than next 31
March) will produce, the Authority has decided to:
either increase the range for consumption units to
±30%, or to exempt the production units not
activated but programmable from application of the
mixed "single-dual price" system, or finally, to
confirm (consistently with that provided for until
April 2017) the decision not to apply the mixed
"single-dual price" system to the FRNP production
units.
Finally, in line with what envisaged in DCO No.
684/2016/R/EEL and with reference to the
Regulation for calculating effective imbalances to
be adopted "with full effect", the Resolution
provides for preparatory work to be done in order
to come up with a method for calculating effective
imbalances based on so-called "nodal prices",
which provide more consistent price signals, while
also making it possible to bypass the agreements
that underpin the current Regulation of imbalances.
Resolution No. 2017/66/R/GAS of 16 February
2017 "Gas market rules for the introduction of
the balancing plan" issued on 17 February 2017
With Resolution No. 66/2017/R/GAS, AEEGSI has
approved the consolidated text regarding the rules
for the management of physical gas markets (socalled "TICORG") and at the same time, has
repealed Resolutions No. 525/2012/R/GAS and
No. 282/2015/R/GAS. Furthermore, with said
resolution, the AEEGSI has approved the rules for
the introduction of the so-called "standard" phase
of the new gas balancing system referred to in
Resolution No. 312/2016/R/GAS, ordering also the
shut-down of the gas balancing online platform
(PB-GAS) referred to in Resolution No. ARG/GAS
45/11.

With reference especially to this aspect, please note
that, with Resolution No. 312/2016/R/GAS, the
AEEGSI had established that, pending the
amendments and supplements to be introduced to
the Gas Market Regulation (MGAS), the Locational
Products Negotiation Markets (MPL) and the
Storage Gas Negotiation Market (MGS) were
supposed to be organised temporarily within the
regulatory framework of the PB-GAS. With
Resolution No. 66/2017/R/GAS, the AEEGSI,
therefore, has approved the provisions that
contribute to bridging this "temporary phase",
establishing that:
•
with enforcement of the transactions
concluded in the gas market sessions on 31 March
2017, the PB-GAS (as well as the temporary
provisions for managing the MPL and MGS markets)
are to be suspended and that simultaneously, the
agreement between the GME and Snam Rete Gas
(hereinafter SRG) should be settled, pursuant to
Resolution No. ARG/GAS 45/11;
•
the regulation for registering with the PSV
should be extended also to transactions concluded
in the MPL, which, with the "standardisation" phase
of the new balancing plan, will also be part of the
MGAS;
•
specific agreements should be signed with
storage companies insofar as concerns the
management of the information flows necessary for
the MGS to operate. With reference to this last
point, pending the definition of the agreements
between the GME and the storage companies
regarding the management of the information flows
necessary to allow negotiations in the MGS (which
must be approved no later than next 1 October), the
AEEGSI established that:
•
the exchange of data and information
between the GME and the company STOGIT, which
is necessary for managing the MGS, continue to be
carried out by SRG;
•
participation in the MGS be limited only to
the biggest storage company.
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The risk management process is closely
tied to the Company’s strategic planning
process, with the aim of associating the
overall risk profile to the forecast profit
margin in the Group’s budget. Please note
that currently, the main risk area is
represented by the Group’s industry, which
has taken on a strongly financial
connotation. In this regard, as stated above,
the Group is pursuing a strategy to diversify
its business both with reference to the types
of markets and to the geographical
reference areas.
Market risk
The growing volatility of energy
commodities (electricity, oil, coal and other
derivatives) over the last few years has led
to an increased exposure to fluctuations in
the economic result of companies in the
industry.
This risk area is found mainly in the
procurement stage, because the Group's
purchases are subject to seasonal
fluctuations in energy and natural gas
prices, which it tends to limit and reduce.
In this context, besides regularly monitoring
the trend in prices in the industry, in
particular of electricity and natural gas, the
Group hedges the cost through the
acquisition of derivative financial
instruments.
The potential risks to which the Group may
be exposed are also tied to non-bilateral
purchases and/or sales (i.e. commitment to
purchase energy that is not sold, or viceversa), or to misaligned electricity and
natural gas purchase and selling prices The
first risk is avoided through sound
management of our contract portfolio, while
in the event of the second risk, the
Company resorts to instruments to manage
the risk of prices referred to as CFD
(contracts for difference). These contracts
enable the Company to establish the effects
on sales margins, regardless of changes in
market conditions. Contracts for difference
(CFD) are alternatives instruments to the
actual purchase/sale of electricity. These
contracts swap differentials compared to
current stock exchange prices, and are
used, as such, to establish the fluctuating
price of the Energy Stock Exchange

(PUN - National Single Price) or natural
gas market (PSV- Virtual Exchange
Point). More specifically, the Company
uses them to establish the price of sales
or purchases on the stock exchange
(which changes from one hour to the
next) tied to sales or purchases of
electricity and natural gas at a flat rate,
setting the margin for the transaction,
independently of changes to the market.
To this end, with resolution of the Board
of Directors of September 23, 2011,
Europe Energy S.p.A. has enforced a
specific internal procedure in order to
monitor and mitigate the aforementioned
risks. This procedure is also extended to
its subsidiaries and is constantly updated
and implemented.
Regulatory risk
A potential source of risk is the constant
evolution of the legislative and regulatory
framework, which affects the market, fee
plans, the levels of service quality
required, and technical and operational
obligations. This risk area, in fact, is tied
to the current technical complexity of the
industry, which requires a consistent
update of the resolutions of the different
competent authorities in the field, both
nationally and internationally.
Regarding thereto, Europe Energy S.p.A.
has further staffed the legal &
compliance office, which is now formed
by two in-house lawyers with key
experience in legal matters, in order to
ensure ongoing monitoring of newly
introduced laws in the industry and
adapt to them efficiently so as to limit
their economic impact as much as
possible.
For the same reason, subsidiary Europe
Energy S.p.A. became a member of the
EFET (European Federation of European
Traders) while its subsidiary Europe
Energy Gas & Power S.p.A. was granted
membership in AIGET (Association of
Italian Energy Wholesalers and Traders).
Subsidiaries Europe Energy S.p.A. and
Europe Energy Gas & Power S.p.A. also
have both adopted a specific
organisational management model under
Legislative Decree no. 231/2001.
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Interest rate risk
The Group is exposed to interest rate fluctuations,
especially in terms of financial expenses associated
with the overall debt.
The Group regularly reviews its exposure to the risk
of changes in the interest rate. The Group’s primary
goal is to reduce the volatility of financial expenses.
We have achieved this goal by combining the fixed
and variable rate in debt structure, if need be,
resorting to appropriate hedging.
Credit risk
The credit risk represents the Group’s exposure to
potential losses arising from non-fulfilment of the
obligations undertaken by both commercial and
financial counterparts. The Group’s exposure to
credit risk is tied predominantly to its growing sales
of electricity and natural gas on the wholesale and
retail markets.
In order to limit this risk, the parent company has
introduced a specific procedure for credit risk
management, which has also been applied by
subsidiary Europe Energy Gas & Power S.p.A.
Moreover as mentioned earlier, effective as of
March 2015, Europe Energy Gas & Power S.p.A.
signed a specific trade credit insurance policy with
Coface SA for its customers of the business
segment. This operation, besides lowering the risk
on current customers, provided more risk
assessment tools that drive pre-sales activities in
order to minimise counterparty risk. The policy will
be renewed for another 2 years and will expire in
2018.
As mentioned earlier, subsidiary Europe Energy Gas
& Power S.p.A. has hired a new risk manager
whose main task is to prepare a plan for the
acquisition of retail customers and apply it within
the Company.
Liquidity risk
The Company manages the liquidity risk with the
aim of limiting the risk that the financial resources
available are not sufficient to cope with its financial
and commercial obligations within the
predetermined terms and deadlines.
With reference to its cash-flows, please note that,
apart from fluctuations in prices that are typical of
our line of business, there is no evidence of
particular risks in the financial realm, because:

1.
The Group made a choice ahead of time
insofar as concerns its wholesale to sell energy to
wholesalers, largely municipal companies or major
operators, which guarantees timely payments, or
to counterparts that issue bank sureties;
2.
for sales of electricity and natural gas to
end customers, the Group applied custom presales procedures in order to avoid the risk of
unpaid bills and insure business client credit.
Moreover, the Group applies all the procedures for
switching off and immediate interruption of service,
in keeping with the specific industry regulations.
Our strategic goal is to ensure that at all times the
Group is able to comply with its financial deadlines
in the upcoming twelve months.

38

39

EUROPE ENERGY

40

FORESEEABLE
TREND OF
BUSINESS

41

EUROPE ENERGY

FORESEEABLE TREND
OF BUSINESS
Foreseeable trend of business in the
period 01.04.2017 - 30.09.2017
As for the business outlook, please note that
in addition to the core business of wholesale
electricity sales, the Group will further
develop and integrate sales to end
customers of electricity and natural gas. This
latter business is more highly capital
intensive than the business typically pursued
by the Company. Development of the new
business, which is primarily inbound, will be
closely dependent on the availability of
sufficient credit lines.
As mentioned earlier, the basic principles we
will apply to boost the Group’s business are:
- maximum attention in managing risks and
uncertainties (see the relative paragraph
below);
- diversification of Group business with
reference to the various tiers of the energy
industry. More specifically, after having
started selling natural gas to end customers,
the Group acquired specific know-how
during the current year to ensure full
coverage of the supply chain.
- internationalisation of the Group’s business
by developing and supporting companies
that operate on foreign markets, with
particular reference to the Balkans. The
Group will also extend sales of energy and
natural gas to end customers in certain key
European countries.
Looking at the situation in our reference
market, we expect the demand for electricity
and natural gas in Italy to continue to drop,
which will lead to lower margins on the
wholesale market due to increased
competition in the supply of electricity and
increase in the cost of credit.
We expect these factors to continue to
influence the Group’s business also in the
period 2017-2018. Despite the variability of
this scenario, the Group’s financial strength
and its marketing plans lead us to expect
that the management will achieve the

corporate business plan goals. The Group’s
aim is to further integrate sales of energy
with sales to end customers and begin
wholesale sourcing of natural gas. Moving
in this direction, our goal is to boost:
- management of the electricity, gas and
environmental certificates customer
portfolio;
- risk management and portfolio
optimisation;
- definition and implementation of hedging
strategies;
- definition and implementation of marketing
strategies in retail market;
- green marketing activities;
- dispatching contract management with
Terna;
- access to regulated markets (IPEX, PCE,
Import/Export).
The Group will continue the activity in the
short term, i.e. supplies with delivery
ranging from single hour (daily and intra-day
markets) up to one month at the most, or
OTC transactions with primary standing
counterparts. In fact, all contracts have
been signed with institutional partners and
demanding sufficient guarantees, in order to
cancel the credit risk.
Short-term markets, with particular
reference to the intra-day and daily markets,
are the main investment focus in terms of
know-how and corporate growth as a
whole in the coming years. These markets
are among the most profitable, especially
because of their risk level, having very
limited underlying elements, in view of the
reduced time horizon to which they refer.
On the other hand, this business venture
requires a widespread presence and
considerable investments in terms of
knowledge and understanding of crossborder energy flows and the dynamics of
domestic production. To successfully tackle
these Challenges, the Group runs its
business 7 days a week.
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For consolidation purposes, we have
proceeded to:
prepare the sub-consolidated
financial statements of sub-group Europe
Energy S.p.A. as of 31.03.2017;
eliminate the sub-consolidated
"stake" held in Europe Energy S.p.A. from
the financial statements of the parent
company Europe Energy Holding S.r.l. and
to account for the consolidation differences.
Investments
As regards investments in financial assets
which at the date of 31.03.2017 amounted
to EUR 875 thousand have decreased
primarily as a result of the sale of 20% of
the company LE Trading SA based in
Bratislava (Slovakia) for €1,000 thousand.
Significant events occurring after 31 March
2017
As mentioned previously, on 12 June 2017
the shareholders of the subsidiaries
approved the merger by incorporation of
Europe Energy Gas & Power S.p.A. with
Europe Energy S.p.A. (notarial deed issued
by Notary Giampaolo Mondardini in Verona,
filed under Reg. No. 2.640, Folder No.
1.888). The transaction took place after the
purchase by the incorporated company of
the subsidiary Gascom S.r.l. in liquidation
on 8 June 2017 (notarial deed issued by
Notary Giorgio Gottardo in Padua, filed
under Reg. No. 60.988, Folder No. 19.998).
On 12 June 2017, the Company approved
the share capital increase of subsidiary
Europe Energy S.p.A. from €3,500,000 to
€5,000,000.
On 7 November 2016, Europe Energy
S.p.A. sold to a company outside the
Group (NET AG already a shareholder of the
company) the 20% stake in LE Trading SA
at a price of Euro 1,000 thousand, with a
capital gain of Euro 490 thousand.
REGULATORY CHANGES INTRODUCED
AFTER 31 MARCH 2017
Changes in effective imbalances
The Regulation of effective imbalances was
further changed and revised after 31 March
2017. As a matter of fact, please note that
the Authority passed Resolution No.
419/2017/R/eel in June 2017, whereby it
redefines the value assigned to effective
imbalances in the context of performing a
comprehensive review of the dispatching
service, which should provide price
indications in real time to UdDs that are
consistent with the time, space and product
category typical of energy value, using
nodal prices and opting for a mechanism

different from the current one, which is
based on static zonal/macro zonal
aggregations.
PLACET Offer – AEEGSI Resolution No.
555/2017/R/com of 27 July 2017
Starting from 1 January 2018, all freemarket power and gas sellers are required
to include the PLACET among their offers.
PLACET is a predefined offer targeted to
families and small businesses (at a Free
Price at Equivalent Main Utility Provider
Conditions), at fixed contractual conditions
defined by the Authority, but at prices freely
established by the seller according to a
clear
and
understandable
structure.
Sellers are required to include a fixed-price
and a variable-price PLACET offer in their
range of offers, one for power and one for
gas, providing for the sale of power only,
without being entitled to include additional
services (economic addenda or additional
conditions). The general terms of supply will
be determined by the seller according to a
standard form issued by the Authority with
the support of a permanent working group
formed by representatives of market
operators and end customers. The form will
serve as the benchmark for PLACET-based
contracts and initially will be freely usable by
sellers, but will also provide a tool to the
Authority to monitor any other forms issued
independently, in order to make sure they
are consistent with the PLACET offer. A
single structure is envisaged for price of
electricity, with a point share (€/customer/
year) and a power share (proportional to
sampled volumes - €/kWh or €/Smc). The
power share can in turn be variable, i.e.
indexed to the price of the raw material in
wholesale markets, adding a spread defined
by the seller, or fixed over a given period
(one year). The variable-price PLACET offer
for the power market will be indexed
according to the market price on the day
before (PUN - Single National Price) and
applying the main utility provider index for
the gas market (the TTF, or reference index
for the Dutch wholesale gas market). The
Consolidated Billing Text (TIF) will be
applied when billing the service, without any
room for exceptions, as is the case,
instead, for the free market. Sellers will also
not be entitled to apply other charges for
invoice receipt or for access to own
consumption. Customers will also receive a
discount for electronic bills and direct
remittance of payments, as is already the
case for the main utility provider’s
customers. Contracts will be permanent,
without prejudice to the customer’s right to
withdraw, and at economic terms
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renewable every 12 months and a price freely
agreed between the seller and customer. The
seller will have to notify the customer sufficiently in
advance to the deadline of the economic terms
that will be apply after 12 months, with the
customer deciding on whether to agree to the
terms,
including
tacitly.
Finally, Resolution No. 555/2017/R/com also
completes the mandatory minimum terms for all
free market offers other than the PLACET offer
starting in 2018, with reference in particular to the
new rules for the negotiation of contracts and
billing (with the ban on the application of specific
fees for receiving invoices).
Competition
Law
Decree
(DDL)
The so-called Law on Competition was definitively
approved on 2 August 2017. The table below
shows the most important measures and changes
introduced insofar as applies to the business of the
Europe
Energy
Group.
As regards termination of the main utility
provider, please note:
-the end of the main utility provider of gas and
power starting from 1 July 2019. Customers who
purchase electricity (private customers and
companies who purchase LV with less than 50
employees and an annual turnover of no more than
€10 million) who do not have a provider will switch
to the service by participating in local auctions at
conditions that encourage their transition to the
free market (unlike the previous version of the DDL,
the auctions will not involve those customers who
have
not
chosen
a
provider);
- AU will develop and manage an online platform
where it will publish gas and power supply offers,
so as to allow customers to compare different
offers
and
ensure
transparency;
- sellers will have to draw up at least one gas or
power supply offer at a fixed price or at least one
at a variable price for the following categories of
consumers: private customers, LV purchasing
businesses and businesses with consumptions not
higher than 200,000 Sm3/year. Sellers shall submit
the offers to the AEEGSI and on the same date
publish them on the provider’s website. The offers
will also have to specify the average composition
of the energy source used for the supply and the
amount of greenhouse gas emitted per Kwh;

- with the aim of lowering the cost of heating bills,
AEEGSI will advertise commercial offers targeting
groups of buyers, as well as develop online
platforms to help cluster small consumers;
- The AEEGSI will have to send a report on the
monitoring of the retail markets to MiSE, especially
with regard to the following indicators: availability of
the online platform for users to compare offers,
compliance with the switching and billing and
outstanding balance payment deadlines, operation
of the SII, implementation of brand unbundling
between sellers and the DSO integrated vertically,
service provision to families in economic hardship,
extension of surveillance and reporting to
consumers. MiSE will formally announce it has
reached the targets by issuing its own decree and
if one or more targets were reached, the AEEGSI
and MiSE will adopt the necessary measures;
- the MiSE decree will also define the measures
necessary to ensure that the temporary price
regulation is abandoned and so that customers
can make an informed choice to access the free
market;
- starting from 1 January 2018, customers of the
main utility provider must receive an appropriate
notification of the termination from each supplier.
Below we also point out the provisions that are
most relevant to the energy industry:
- major outstanding balance payments: sellers
must break-up the overdue amount into
instalments and are entitled to charge legal interest
only (the obligation to offer an instalment plan does
not apply if the outstanding balance due is
attributable to the customer) (paragraph 78):
- in the event of prolonged unavailability of real
consumption data, without prejudice to the
procedures and deadlines for DSO to pay the fees,
the AEEGSI will adopt measures to ensure
accountability of the DSOs and to facilitate access
to the metres (paragraph 79);
- the list of licensed power sellers will be available
at the MiSE (sellers will have to be included in the
list in order for them to operate on the market)
(paragraphs 80, 81 and 82); - licensed power and
gas sellers can participate in the fraud prevention
system in the consumer credit sector and deferred
or postponed payment plans (as per Legislative
Decree No. 141/10) (paragraph 84);
- close-out netting clause: this clause, which
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applies to wholesale power and gas products, will
be valid and effective (except for contracts with end
customers independently of their consumption
capacity) also when filing a settlement procedure,
economically and financially restructuring a
company or in the event of liquidation (involving the
company’s insolvency or preliminary to an
insolvency proceeding, with or without seizure of
the debtor) with regards to one of the parties
(paragraph 86);
- simplification of the process for changing a vendor
in case of illegal occupation of property (paragraph
70);
- integration of the provisions on the separation of
vertically-integrated distribution system operators
(paragraph 91);

subject of research and development in order to
improve their effectiveness. However, during the
period that closed on 31.03.2017, the Company
did not opt to capitalise expenses for R&D.

Legal situation
The Company’s legal situation is the same as in the
previous semester.

Relations with affiliates and related parties
Below is a summary of the Group’s relations during
the semester with subsidiary LE Holding S.r.o., with
registered office in Bratislava Slovakia) and with the
company LE Trading A.S., it too based in Bratislava
Slovakia) and 30% owned by Europe Energy
S.p.A., with Europe Energy Efficiency S.r.l. and
100% owned by Europe Energy S.p.A. (but not
included in the scope of consolidation).
Please note that the balance sheet items and
figures are compared with those of the balance
sheet closing on 30/09/16 and the economic data
are compared with those of the balance sheet
closing on 31/03/2016:

Research and development
The Company pursues continuous research and
development in order to identify new projects in the
energy industry and in particular, in the field of
renewable energy sources. Another area in which
the Group is investing heavily is the study of volatility
on energy markets and its repercussions on a
transnational level.
Finally, ICT tools developed in-house are daily the

Treasury shares or shareholdings in
subsidiaries, affiliates, parent companies and
companies under their management
As of 31.03.2017, the Group does not hold treasury
shares or other shares or stakes in parent
companies. Neither has it held or negotiated shares
in the year closing on 30.09.2016, or purchased
any, either this year or in the next.
The Board, therefore, has nothing to report for the
purposes of art. 2428, paragraph 2, points 3 and 4
of the Italian Civil Code.

MISCELLANEOUS INFORMATION

All transactions with related parties fall within the
Group’s standard business administration and are
regulated by standard market conditions, i.e. those
that would normally apply between two independent
parties. For further details, please refer to the charts
in the Explanatory Notes.

Corporate workforce - Overview
The Group’s workforce as of 31 March 2017
consists of 57 employees (73 as of 30.09.16)
broken down as follows:

Information about the Environment
We believe that the Group’s energy trading with
wholesalers respects the laws on environmental
protection in the energy industry, and that there is
no likelihood of liabilities arising and/or of damage to
the environment.

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

With reference to the period reviewed, please note that:
- there were no injuries or deaths in the workplace for which the Group is directly responsible;
- there were no charges for occupational illnesses involving employees (including former ones) which
construe direct responsibility for the Group;
- there were no cases of mobbing for which the Group has been declared permanently responsible.

Milan, 2 August 2017
The Sole Director
(Matteo Ballarin)
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CONSOLIDATED BALANCE
SHEET AS OF 31/03/2017
Notes

31.03.2017

30.09.2016

ASSETS
NON-CURRENT ASSETES

Tangible assets

979,296

974,748

Land

250,788

220,788

Buildings

637,739

642,412

1

Plant and machinery
Vehicles
Other Buildings, Plant and Machinery

Intangible assets

2

Patents, Trademarks and Other Rights

3,820

90,415

104,582

699,062

697,110

31,967

27,843
669,267

3

875,479

1,380,179

4

875,479
508,372

1,380,179
399,248

3,062,209

3,451,285

Investments
Deferred taxes

3,146

0

667,095

Goodwill
Financial assets

354

TOTAL NON-CURRENT ASSETS
CURRENT LIABILITIES
Inventory

5

92,405

653,771

Current Financial assets
Assets held for sale
Tax receivables

6
0

4,606,802
0

1,892,084
18.965

Accounts receivables
Cash and cash equivalents
Other current assets

7

5,316,386

6,551,755

8
9

38,032,054

42,990,312

4,457,987

7,209,836

10

13,720,890

TOTAL CURRENT ASSETS

66,226,524

12,522,615
71,839,338

TOTAL ASSETS

69,288,733

75.290.623

Notes

31.03.2017

30.09.2016

SHAREHOLDERS’ EQUITY AND LIABILITIES
SHAREHOLDERS’ EQUITY
Share capital
Other reserves
Profit (loss) carried forward
Reserve for actuarial gains (losses)
Operating profit (loss)

1,908,730

1.908.730

10,781,833

9,462,357

-1,940

-1,803

8,846

-11,763

1,464,381

1,341,919
12,699,440

Total Group Shareholders’ Equity

11

14,161,850

NON-CURRENT LIABILITIES
Non-current financial payables

12

807,931

189,058

Provision for risks and charges
Severance pay and other employee benefits

13
14

283,759

268,623

242,258

223,514

Deferred tax liabilities

15

67,268

TOTAL NON-CURRENT LIABILITIES

732,752

61,428
742.623

CONSOLIDATED BALANCE SHEET

CURRENT LIABILITIES

Note

Current financial liabilities

16

12,541,859

17

447,286

191.912

18
19

38,930,560

44.790.969

1,805,961
54,394,131

1.987.214
61.848.560

TOTAL LIABILITIES

55,126,883

62.591.183

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES

69,288,733

75.290.623

Tax payables
Accounts payable
Other current liabilities
TOTAL CURRENT LIABILITIES

31.03.2017

30.09.2016
14.878.465
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INCOME STATEMENT
Notes
REVENUES AND INCOME
Revenues from sales and services

20

Other revenues and income

21

31.03.2017

30.09.2016

159,559,045

284,809,331

158,755,314
803,731

284,241,156
568,175

157,965,067

282,202,382

22

151,860,843

275,607,873

Other operating costs

23

Personnel costs

24

4,506,601
1,597,623

4,811,118
1,783,391

OPERATING COSTS
Cost of raw materials, supplies, goods

GROSS OPERATING MARGIN
Amortisation, depreciation of tangible and intangible assets

25

Financial expenses

26
27

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

PROFIT BEFORE TAXES

Fiscal Expenses / (Income)
PROFIT (LOSS) AFTER TAXES FROM
ACTIVITIES INTENDED TO CONTINUE
PROFIT (LOSS) ATTRIBUTABLE TO
EQUITY HOLDERS OF THE PARENT
COMPANY

2,606,949

51,704

40,561

1,542,274

NET OPERATING MARGIN
Financial income

1,593,978

28
29

2,566,388

30,274

354,367

-267,052

-391,023

-236,778

-36,656

0

-111,754

564,222

59,236

1,869,718

2,477,214

405,337

1,000,328

1,464,381

1,476,886

1,464,381

1,476,886

CONSOLIDATED INCOME STATEMENT

TOTAL CONSOLIDATED INCOME STATEMENT
NET PROFIT

52

31.03.2017

30.09.2016

1,464,381

1,476,886

Other components of comprehensive income:

0

A) CHANGES IN CASH-FLOW HEDGE RESERVE

0

0

- Profit (loss) from asset items in period
- Taxes (+/-)

0

0

0

0

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

TOTAL NET INCOME

0

21,194

-3,330

21,194

-3,330

1,485,575

1,473,556

Milan, 2 August 2017
The Sole Director
(Matteo Ballarin)
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EXPLANATORY NOTES TO THE CONSOLIDATED
FINANCIAL STATEMENTS AS OF 31/03/2017
ORGANISATION AND BUSINESS
OF THE COMPANY

For this reason, the financial statements have been
drafted in accordance with the international
Dear Shareholders,
accounting standards, even though the parent
the consolidated financial statements that we submit company has prepared the balance sheet by
for your approval, which comprise the Assets and
applying the Italian accounting standards, as usual.
Liabilities Statement, the Income Statement, the
For more information about the effects of the
Comprehensive Income Statement, the Cash-Flow
decision to apply the international accounting
Statement, these Explanatory Notes and the Report standards to these financial statements, please
of the Board, and which report an interim profit after refer to the Explanatory Notes.
taxes of Euro 1,464,381 and a shareholders’ equity
as of 31 March 2017 of Euro 14,161,850, has been SCOPE OF CONSOLIDATION
drafted in accordance with the International Financial The companies included in the consolidated
Reporting Standards (IFRS) issued by the
financial statements are listed below:
International Accounting Standards Board (IASB)
Parent company:
based on the text published for the first time in the
- EUROPE ENERGY HOLDING S.R.L. - registered
Official Journal of the European Union (G.U.C.E.).
office in Milan, Via Fratelli Gabba, 6.
The information provides a representation of the
The Group’s business involves:
corporate business during the period
a)
the trade and distribution of electricity, gas
01.10.2016-31.03.2017 and has been compared
with the figures for the period closing on 30.09.2016 (including imports) and of any other energy carrier in any
form, including electronically through the platforms of
with regard to the Assets and Liabilities statement
Italian and foreign stock exchanges, as well as the trade
and for the period 01.10.2015-31.03.2016 with
of green certificates, white certificates and CO2
regard to the Profit or Loss statement.
emissions certificates (so-called "emission trading").
The Group owns stakes in two operating companies, b)
the sale of derivative financial instruments for
in particular, Europe Energy S.p.A. and Europe
any type of energy carrier and/or product, though not as
Energy Gas & Power S.p.A., which, starting from this core business, not for placement purposes and not
year and because entitled to do so, have decided to towards the public, with the exception of private savings
collection reserved by law to banks and financial
apply the international accounting standards when
drafting the balance sheet. Please note also that the institutes;
the provision of post-meter/after-sales services
Group owns a stake in LE Trading A.S., an operating c)
on
installed
systems and technology-related, including for
company located in the Balkans and which in turn
the purpose of increasing efficiency and rationalising
has branch offices in several countries of the area.
energy consumption, and including certification and the
The application of the international accounting
issue of "white certificates" and in any case, of all
standards was positively received by the Group’s
activities normally conducted by an ESCO (energy saving
subsidiaries, as we believe that on a whole, the
company);
standards help provide an even better understanding d)
the provision of consulting services and
of the performance of the Group and its companies technical assistance on:
1.
energy issues and related pricing strategies,
to the recipients of the financial statements,
self-production,
cogeneration, energy savings and
especially insofar as concerns the line of business in
recoveries;
which the Group operates.
2.
studies on the trend of domestic and
In fact, the transitioning of the balance sheet
international markets of energy products;
information of Europe Energy Holding S.r.l. to the
3.
management and corporate planning and
international accounting standards does not create
production related to the activities mentioned above;
any substantial difference in light of the Company’s
e)
the construction, operation and maintenance of
nature of a static holding. In contrast, if the
electrical power plants and supply of electricity to public
or private entities.
consolidated financial statements were drafted in
In the context of the above, the Company may also:
accordance with the Italian accounting standards
design, build, manage and service electrical
(ITA GAAP), the translation of the balance sheets of power
plants;
subsidiaries Europe Energy S.p.A. and Europe
carry out feasibility studies;
Energy Gas & Power S.p.A. in accordance with
file requests for all necessary authorisations;
those standards could possibly provide a
develop and complete projects and install plants
representation of the consolidated accounts that
in the field of energy saving and power generation in all its
would be inconsistent with those resulting from the
forms, with a key focus on environmental protection and
subsidiaries’ separate balance sheets.
the use of renewable energy sources; organise staff
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training and refresher courses;
provide services for the
accounting and distribution of energy
costs and the collection of the applicable
taxes, both directly and on behalf of third
parties;
f)
the purchase, sale and management of real
estate, including both direct and indirect construction and
renovation of its own property or owned by third parties,
for civil, industrial, agricultural and retail use typically
aimed at their sale, exchange and management,
including through concessions of various kinds to third
parties;
g)
the purchase, sale and management of land
and farms, and their lease;
h)
the conduction of all commercial, industrial,
financial, real estate and securities transactions deemed
necessary or useful for the achievement of the corporate
purpose, including

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

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

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

(*) Stake owned through subsidiary Europe Energy S.p.A.
(**) 100% stake owned through subsidiary Europe Energy S.p.A. but not included in the scope of consolidation.
(***) Stake not falling within the scope of consolidation.
(****) 30% stake owned indirectly through subsidiary Europe Energy S.p.A., but not included in the scope of consolidation.
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At the end of the preparation of these consolidated
financial statements have been consolidated to prepare a budget beforehand “sub-” subgroup “Europe
Energy S.p.A.” operating the following consolidation
adjustments:
- aggregation of financial statements of the
subsidiaries in Europe Energy S.p.A.;
- cancellation of shareholdings held by the Group
in the subsidiaries referred to above;
- cancellation of the mutual economic and
financial balances.
This "sub-consolidated" balance sheet was then
incorporated into the balance sheet of the Parent
company, carrying out the following adjustments:
- cancellation of mutual economic and
financial relations between the parent company
and the companies included in the scope
of "sub-consolidation";
- cancellation of "sub-consolidated" stake in
Europe Energy S.p.A;
The effects of these adjustments are described in
detail in the reconciliation statement of the Net
Equity and operating profit, as resulting from the
Parent company and the Group’s consolidated
balance sheet.
CONSOLIDATED FINANCIAL STATEMENTS REFERENCE DATE
The consolidated financial statements have been
closed to 31.03.2017, the purpose has been
prepared a schedule for all companies included in
the scope of consolidation. As regards the basis on
which the financial statements of the subsidiaries
were considered please refer to what is stated
above.
With regard to the criteria applied when preparing
the financial statements of the subsidiaries and the
financial position of the Parent company, please
refer to the above section of these Notes.
These Explanatory Notes are broken down into the
following parts:
- part A: Application of international
accounting standards;
- part B: Consolidation principles;
- part C: Structure and content of the
financial statements;
- part D: Assessment criteria;
- part E: Accounting standards, amendments
and newly published interpretations;
- part F: Other information relevant to the
preparation of the financial statements;
- part G: Information on Assets and Liabilities;
- part H: Information on Income Statement;
- part I: Risk management and other information;

Part A
Application of international accounting standards
Following the entry into force of Legislative Decree
No. 38/2005, which regulates the right to draw up
the balance sheet and consolidated financial
statements in accordance with the international
accounting standards based on the options
provided for in article 5 of Regulation (EC) no.
1606/2002 issued by the European Parliament and
the European Council in July 2002, the Group
Europe Energy Holding S.r.l. (hereinafter referred to
as "the Group") freely decided to apply the abovementioned accounting standards starting with the
consolidated financial statements as of 30 June
2016.
Therefore, as of 1 October 2014, the Company
introduced the measuring and assessment criteria
established by the International Financial Reporting
Standards ("IFRS") and the interpretative principles
issued by the Interpretations Committee ("IFRIC"),
formerly known as the Standing Interpretations
Committee ("SIC"), which were approved by the
European Commission and deemed applicable to
the Company’s transactions. In this context, it
should be noted that the accounting standards
applied are consistent with those adopted (based
on the IFRS) for the preparation of the opening
Income Statement as of 1 October 2014 (the "date
of First Time Adoption"), as well as for the Income
Statement as of 30 September 2015.
The Company decided not to apply accounting
standards IFRS 8 "Operating Segments" and IAS
33 "Earnings per share", as it does not fit the case
for which application of those standards is
mandatory (companies with shares listed on the
stock exchange or that file their financial statements
with a Securities Commission for the Stock
Exchange for the purpose of issuing ordinary
shares in a public market). The financial statements
and the information contained in this balance sheet
have been prepared in accordance with
international accounting standards IAS 1 and IAS 7,
in particular insofar as concerns the cash flow
statements. When drafting the latter, the Company
applied the international accounting standards and
their interpretations in force on 31 March 2017. The
balance sheet was prepared based on the
assumption that the Company will continue to
pursue, as the Directors have verified the absence
of financial, managerial or other indicators that
could point to critical issues about the Company's
ability to meet its financial obligations in the
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foreseeable future. The risks and uncertainties
involved in the corporate business are described in
the relevant section of these Notes.

Part B
Consolidation criteria
For subsidiaries included in the consolidated
financial statements, the Board applied the method
of "full" consolidation, which, as mentioned earlier,
provides for the inclusion in the financial
statements of the parent company of the financial
statements of its subsidiaries, and consequently for
the replacement of the item "Investments" offset by
the respective items under the Net Equity.
Deleting the item "Investments" led to the
emergence of differences in consolidation, as
described more in detail later on in these Notes.
Reciprocal financial and economic items originating
from relations between the fully consolidated
companies were cancelled.
The closing date of the balance sheet of the
companies included in the scope of consolidation
is the same as the closing date of the consolidated
balance sheet.
Subsidiaries
Subsidiaries are companies directly controlled by
the Group, as defined by IFRS 10 (consolidated
financial statements). This control is based on the
simultaneous presence of the following three
elements: (a) power over the subsidiary; (b)
exposure, or rights, to variable returns from
involvement with the given subsidiary; (c) ability to
use the power to influence the amount of such
variable returns. The financial statements of
subsidiaries are included in the consolidated
balance sheet from the date on which the Group
assumes control until the time in which the
subsidiary ceases to exist. The shares of net equity
and the operating profit attributable to minority
shareholders are reported separately in the assets
and liabilities statement and in the income
statement.
Affiliates
These are companies on which the Group has a
significant influence, but not full or joint control,
over their financial and operating policies, as
defined in IAS 28 (Investments in affiliates).

Minority shareholders
The proportion of share capital and reserves
attributable to minority shareholders in subsidiaries
and the share of profit or loss for the accounting
period of the subsidiaries included in the
consolidation scope attributable to them are
identified separately in the consolidated income
statement and assets and liabilities statement.
Changes in shareholdings of subsidiaries that do
not involve acquisition/loss of control are listed
among changes in net equity.
Intercompany dividends
Dividends distributed between Group companies
are eliminated from the consolidated income
statement.

Part C
Structure and content of the financial statements
General principles
The criteria generally applied when accounting for
the assets and liabilities is the historical cost, except
for certain financial instruments for which, for the
purposes of standard IAS 39 (financial instruments),
the criteria of Fair Value is applied. Please note that
at the date of transition to the IAS/IFRS, some
assets were calculated at their Fair Value instead of
their historical cost.
Below is a description of the layouts used when
drafting the consolidated balance sheet in
accordance with those specified by standard IAS 1
and of the most significant accounting standards
and assessment criteria applied.
Balance sheet layouts
The Income Statement is prepared using the layout
for the classification of revenues and costs by type
of item, highlighting the interim results relating to
EBITDA, the operating profit and profit before taxes,
so as to provide a more accurate representation of
the Company’s normal trend of business. The layout
chosen, in fact, is consistent with the Company’s
internal reporting policy and business management,
and with standard international practice in the
energy industry.
The Comprehensive Income Statement includes any
changes of Other comprehensive profit (or loss)
during the year, suspended in the net equity.
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The financial position was prepared using the
layout that highlights the allocation of assets and
liabilities under "current/non-current assets". An
asset/liability is classified as current when it meets
one of the following criteria:

impact of which is then reflected directly in the net
equity;

• the Company expects its accrual/expiry or to
sell or use it in the normal business cycle, or;

•
the effect caused by possible changes in
the accounting standards.

• is held primarily for negotiating purposes, or;
• the Company expects its accrual/expiry within
12 months from the balance sheet’s closing
date.
In the absence of all three conditions, the given
asset/liability is classified as a non-current asset/
liability.
The Cash Flow statement has been prepared
using the indirect method.
The Statement of Changes in Equity shows the
changes in net equity items that refer to:
•
•

changes in revaluation reserves of
•
derivative instruments to hedge future cash flows,
net of any fiscal effects;

For each significant item listed in the above
statements, we have included a reference to these
Explanatory Notes, which provide the required
information and a detailed description of the
structure and changes compared to the previous
year.

Part D
Assessment criteria
Tangible assets

distribution of the operating profit;
amounts referring to transactions with
shareholders (purchase and sale of treasury
shares);
each item of profit and loss net of any fiscal
effects which, as required by the IAS/IFRS, are
alternately charged directly to Net Equity
(actuarial gains and losses generated by the
evaluation of fixed benefit plans) or that have
their counterpart in an equity reserve (effect of
transactions under common control), the

Tangible assets are booked at their cost of purchase,
production or contribution, and include any incidental
and direct costs necessary to make the asset
available for use, and net of any contributions in kind.
Depreciation was calculated based on the possibility
of using the assets to which it refers: this notion of
depreciation translates into a percentage per year of
the useful life of the assets depreciated when drafting
the balance sheet. The range of depreciation rates is
shown in the table below:

The gains and losses on the sale and disposal of
fixed assets are calculated as the difference
between revenues from sales and the net book
value of the asset, and are listed in the income
statement for the given accounting period.

The financial leasing agreement signed for the
building located in San Martino Buon Albergo (VR)
is reported in the balance sheet according to the
financial method, as required by IAS 17, which
provides for the purchase of the leased asset, debt
financing and reporting of the financial expense in
the income statement.

•

If there are indicators of impairment, tangible
assets are subject to an impairment test. The test
is described in the paragraph "Impairment of
assets". Impairment may be subject to subsequent
reversal of impairment.

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

Intangible assets with fixed useful life are also
audited to identify any impairment once a year, or
whenever there is reason to believe that the asset
may have suffered impairment, in accordance with
IAS 36. For more information, please refer to the
paragraph "Impairment of assets". If the reasons
which had justified the impairment no longer apply
in following years, the asset is restored to its original
value, within the limits of the value that the asset
would have had if the impairment had never taken
place.
Other intangible assets booked in the balance sheet
after the acquisition of a company are listed
separately from goodwill, if their Fair Value can be
measured reliably.
Industrial patent and intellectual property rights
These rights consist of permanent software licenses
whose depreciation is calculated over three years
starting from the financial year in which the cost
was incurred.
Concessions, licenses, trademarks and similar
rights
This item refers to the cost for the permanent
license on the software used to manage the
Company’s "core business" subject to depreciation
according to a five-year plan starting from the year
in which the license was purchased.
Investments
Investments in other companies that are classified
as non-current financial assets not allocated to
trading (so-called investments available for sale) are
initially booked at their Fair Value, and gains and
losses arising from changes in Fair Value are
booked directly under equity as long as they are
sold or have suffered a loss of value. At the date,
gains or losses previously booked under net equity
are listed in the income statement for the
accounting period. Investments in other smaller
companies for which there is no Fair Value are
booked in the Income Statement at their cost
inclusive of any impairment losses.
Impairment of assets
At each balance sheet date, if the conditions apply, the Company reviews the carrying value of its
tangible and intangible assets to determine whether
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there is any indication that those assets have
suffered impairment (so-called "Impairment test"), in
accordance with IAS 36 (Impairment of assets).
The impairment test helps estimate the recoverable
amount of these assets to calculate any amount of
impairment. When it is not possible to estimate the
recoverable amount of an asset individually, the
Company estimates the recoverable amount of the
so-called "CGU-Cash Generating Unit" to which the
asset belongs.
The recoverable amount is the higher of the Fair
Value less the costs of sale and the value in use of
the asset or CGU.
The value in use of an asset or a CGU is the current
value of the expected cash flows calculated by
applying a discount rate that reflects current market
assessments of the value of money and the risks
specific to the asset. Future cash flows refer to
those expected over a given time span between
three and five years, as well as those taken from the
last year of the time span used to estimate the final
value.
The long-term growth rate used for the purpose of
estimating the final value of the cash-generating unit
is taken to an extent not exceeding the average rate
of long-term growth in the industry, country or
market where the asset or the cash-generating unit
operates.
The value in use of the asset or CGU in a foreign
currency is estimated by discounting these flows on
the basis of an appropriate exchange rate for that
currency. The current value thus obtained is
translated into Euros on the basis of the spot rate at
the reporting date of the calculated impairment.
Future cash flows are estimated with reference to
the current conditions of the cash-generating unit
and as such, neither the benefits of future
restructuring plans for which the entity still does not
have a commitment nor future investments for
improvement or optimisation of the unit are factored
in the calculation.
If the recoverable amount of an asset or CGU is
estimated to be less than its carrying amount, the
latter is reduced to a lower recoverable amount. An
impairment loss is booked in the income statement
immediately.
When an impairment no longer has reason to be
maintained, the carrying amount of the asset or
CGU, with the exception of goodwill, is increased to

the new value obtained from the estimate of its
recoverable amount, but is never higher than the
net book value that the asset or CGU would have
had if it the write-down for impairment had not
been applied. The restored value is charged to the
income statement, unless the asset is valued at the
adjusted amount, in which case the reversal is
ascribed to the revaluation reserve.
Inventory
Inventories are booked at their specific cost of purchase or the presumable value of realisation, depending on the market trend, whichever is lesser.
Financial instruments
A financial instrument is any agreement that generates a financial asset for a company and a financial
liability or equity instrument for another company.
Financial liabilities and equity
A financial liability is any liability that is
representative of a contractual obligation to:
•
•
•

pay cash or another financial asset to another
company;
exchange financial instruments with another
entity under potentially favourable conditions;
a contract (including hedges) that is or can be
adjusted with the company’s own equity
instruments.

An equity instrument is a contract that represents a
share of residual interest in the assets of a company
after deduction of its liabilities. These include, for
example, shares or rights to purchase or subscribe
shares of the company.
Financial assets and financial liabilities booked at
their Fair Value when the contractual rights and
obligations provided for by the instrument accrue.
Their initial reporting takes into account the
transaction costs directly attributable to the
acquisition and the issuing costs that are included in
the initial assessment of all assets and liabilities
defined as financial instruments. Subsequent
evaluation depends on the type of instrument. More
specifically:
•

•

assets held for trading, excluding derivative
instruments, are listed at their Fair Value with
any changes in Fair Value accounted for in the
Income statement. This category mainly
comprises trading shares and so-called
trading activities discussed below;
other financial assets and financial liabilities
other than derivatives and investments with
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fixed or quantifiable payments are listed at their
depreciated cost. Any transaction fees incurred
during acquisition/sale are factored as direct
nominal value adjustment of the given asset/liability.
Financial income/expenses are then recalculated
applying the actual interest rate method. This
category
includes
non-current
loans
and
receivables, trade receivables and other receivables
generated by the Company, financial payables,
trade payables and other payables, and other
financial liabilities;
• assets available for sale are listed at their Fair
Value and the gains and losses they generate
are accounted for under net equity, more
specifically under "Other comprehensive
income items". The Fair Value is booked in the
income statement on the actual date of sale.
The impairment losses in Fair Value are listed
directly in the income statement whenever
there is objective evidence that a financial
asset has suffered impairment, even if the
asset has not been sold yet. Unlisted equity
investments for which the Fair Value is not
readily quantifiable instead are listed at the
reduced cost due to long-term impairment.
All derivative financial instruments are listed at their
Fair Value, as established by the aforementioned
standard IAS 39.
The assessment principles used by the company for
the purpose of measuring Fair Value make leverage
as much as possible on the “market” data and, on
the other hand, rely as little as possible on specific
inputs within the Company. In fact, to calculate the
Fair Value of these contracts, the Company uses the
settlement price of the stock exchanges (IDEX for
Italy and EEX for France and Germany).
For hedges consisting of "over the counter"
contracts, which are not listed on active markets,
and therefore deprive the Company of an official and
consistent stock exchange listing, the Company
uses the prices for each product type of the last
significant amount negotiated as of 31.03.2017
("last trade") by the main Italian market operating
broker, i.e. Tradition Financial Services Ltd., as
reference value. The Fair Value for these instruments
was therefore calculated as the difference between
the contract price and the price of the "last trade".
The Company eliminates a financial asset from the
balance sheet when it transfers the contractual right
to receive cash flows relating to the same or when
the right expires. When a financial asset is

transferred, the level to which the risks and benefits
that are inherent with owning the financial asset are
transferred needs to be assessed. More specifically:
•

•

If the Company substantially transfers all the
risks and benefits of ownership of the financial
asset, it eliminates the asset sold and
separately factors any rights and obligations
created or maintained as a result of the
transfer;
If the Company substantially retains all the risks
and benefits of ownership of the financial asset,
it continues to account for the asset.

Financial liabilities are removed from the assets and
liabilities statement when the specific contractual
obligation has expired. A contractual right expires
also when changes are made to existing
contractual terms, if the new terms have
significantly changed the original terms and, at any
rate, when the current value of the cash flows that
the amended agreements will generate is more than
10% higher than the value of the discounted cash
flows
of
the
original
liability.
The Fair Value of financial instruments traded on an
active market is based on the market prices at the
balance sheet date. The Fair Value of instruments
not traded on an active market is calculated by
applying the appropriate evaluation methods.
Accounting standard IFRS 7 (financial instruments:
disclosures) requires a description of the goals,
policies and procedures applied by the Company
for the different types of financial risks (liquidity,
market and credit) to which the Company is
exposed, including a sensitivity analysis for each
type of market risk (foreign currency exchange,
interest rate, equity, commodity) and information
regarding
the
minimum
and
maximum
concentration and average exposures to various
types of risk during the accounting period, if the
exposure at the end of the period is not sufficiently
representative. Accounting standard IAS 1
regulates, among other things, the obligation to
provide information about the goals, policies and
processes for managing capital, specifying, if
capital requirements are imposed by third parties,
the nature and the methods of management and
any consequences of failure to comply with them.
For the qualitative and quantitative analysis, please
refer to the section "Information about financial
risks" and the information contained in the Report
of the Board.
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Employee benefits
the sale of products and the provision of services.
Revenues from sales are accounted for when the
significant risks and benefits of owning the assets
are transferred to the buyer (moment that generally
coincides with the shipment of the goods).
Financial income and expenses are listed on an
accruals basis using the amount financed and the
effective interest rate applicable, which is the rate
that discounts the estimated future cash receipts/
payments over the expected life of the financial
asset/liability to restore them to the book value of
the given asset.
Dividends are accounted for when the right to
receive a payment from shareholders that is
More specifically, after the introduction of Financial
normally processed during the year in which the
Law No. 296 dated 27 December 2006, the
shareholders of the subsidiary meet to decide on
Company has calculated only the liability for
the distribution of profits or reserves.
severance pay accrued and deposited with the
Company for the purposes of IAS 19, as the share
Taxes and levies
accrued has been paid to a separate institute
(supplementary pension fund or INPS - Italian social Income taxes for the year consist of the sum of
insurance and security fund). As a result of these current and deferred taxes:
payments, the Company will no longer have
obligations for work performed by employees in the • current taxes are based on the taxable
operating profit in the accounting period.
future (so-called defined contribution plan).
Taxable income may differ from the operating
Provisions for risks and charges
profit reported in the income statement due to
the positive and negative items that will be
The Company factors risks and charges whenever it
has an obligation, legal or implicit, for a past event,
taxable or deductible in other accounting
when it is probable that a use of resources will be
periods and also excludes items that are never
required to fulfil the obligation, and when a reliable
taxable or deductible. The liability for current
estimate can be made of the amount of the
taxes is calculated using the rates applicable
obligation. This obligation can be legal, contractual
on the closing date of the balance sheet;
or derive from the Company's conduct statements
• prepaid and deferred taxes are taxes that the
such to lead the third parties to reasonably expect
Company expects to pay or to recover on the
that the Company is responsible or assumes
temporary differences between the book value
responsibility to fulfil an obligation (so-called "implicit
of the assets and liabilities and the
obligations").
corresponding tax base used to calculate the
taxable income determined by applying the tax
Changes in estimates are reflected in the income
rates in force at the time when the temporary
statement in the period in which the change
differences will accrue or expire.
occurred. Provisions, if the financial effect of time is
Severance pay and pensions are calculated by
applying an actuarial method. The amount of rights
over the accounting period by employees is listed in
the income statement under the item personnel
costs, while the figurative financial burden that the
Company would incur if it were to request a loan for
the same amount of the severance pay is listed
under the net financial income (expenses). Actuarial
gains and losses that reflect the effects of changes
in the actuarial assumptions applied are listed under
comprehensive income, taking into account the
average number of years that employees are
expected to continue working for the Company.

significant, are determined by discounting the
expected future cash flows at a discount rate that
reflects the current market assessment of the cost
of borrowing in relation to the time and the effect of
discounting is listed under borrowing costs.
Cost and revenue
Revenues and income, costs and expenses are
entered net of returns, discounts, rebates and
premiums, as well as taxes directly associated with

In addition, deferred taxes are calculated on all
temporary differences arising between the tax base
of an asset or a liability and the book value that
appears in the balance sheet, with the exception of
goodwill, which is not deductible, and those
differences arising from investments in subsidiaries
for which cancellation is not expected in the
foreseeable future. Deferred tax assets are listed to
the extent that it is considered likely that there will
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be future taxable tax results that allow the use of
deductible temporary differences.
The book value of deferred tax assets is reviewed
on the closing dare of every balance sheet and
reduced to the extent that the achievement of
sufficient taxable income to allow all or part of the
recovery of such assets is deemed unlikely.
Deferred taxes are booked directly in the income
statement, except for those relating to items
booked directly under comprehensive income, in
which case the deferred tax is also booked under
other comprehensive income.
Deferred tax assets and liabilities are offset when
there is a legally enforceable right to offset current
tax assets and liabilities and when they refer to
taxes owed to the same taxation authority and the
Company intends to liquidate the current tax assets
and liabilities on a net basis.

•

•

Part E
Accounting standards, amendments and newly
published interpretations
Accounting standards and amendments applicable
from January 2017
Due to the fact that there are no IFRS accounting
standards, amendments and interpretations
entering into effect on 1 January 2017, the Group
has drafted the consolidated financial statements
for the semester applying the same accounting
standards it applied when drafting the consolidated
financial statements closing on 30 September
2016.
We therefore go on to summarise the accounting
standards and amendments applied as of 30
September 2016 below.
•

•

•

Amendments to IAS 37 "Provisions, Contingent
Liabilities and Contingent Assets" (published on
21 November 2013) and concerning the
accounting of provisions as liabilities with an
uncertain expiry or amount.
Amendments to IAS 19 "Defined Benefit Plans:
Employee Contributions" (published on 21
November 2013) concerning the accounting of
contributions made by employees or third
parties to defined benefit plans.
Amendments to IFRS 11 Joint Arrangements –
"Accounting for acquisitions of interests in joint
operations" (published on 6 May 2014)
concerning the accounting of the acquisition of
interests in a joint operation which constitutes a
business.

•

Amendments to IAS 16 – Property, plant and
Equipment and IAS 38 – Intangible Assets –
"Clarification of acceptable methods of
depreciation and amortisation" (published on
12 May 2014) according to which a
depreciation method based on revenues is
considered inappropriate because generally,
the revenue generated by an asset that
includes the use of the asset depreciated
generally reflects factors other than just the
consumption of economic benefits of the given
asset, which is, however, required for
depreciation. The adoption of this amendment
did not have an effect on the Company’s
consolidated financial statements.
Amendment to IAS 1 – "Disclosure
Initiative" (published on 18 December 2014):
the goal of the amendments is to clarify
elements of information that may be perceived
as impediments to a clear and intelligible
drafting of the balance sheets. The adoption of
this amendment did not have an effect on the
Company’s consolidated financial statements.
Lastly, as part of the annual process of
improvement of the standards, on 12
December 2013, the IASB published the
document "Annual Improvements to IFRSs:
2010-2012 Cycle" (including IFRS 2 Share
Based Payments – Definition of vesting
condition, IFRS 3 Business Combinations –
Accounting for contingent consideration, IFRS
8 Operating segments – Aggregation of
operating segments and Reconciliation of
reportable segments' assets to the total of the
entity's assets, IFRS 13 Fair Value
Measurement – Short-term receivables and
payables) and on 25 September 2014, the
document "Annual Improvements to IFRSs :
2012-2014 Cycle" (including: IFRS 5 – Noncurrent Assets Held for Sale and Discontinued
Operations, IFRS 7 – Financial Instruments:
Disclosure and IAS 19 – Employee Benefits),
which partly supplement existing principles.

IFRS and IFRIC accounting standards, amendments
and interpretations approved by the European
Union whose application is not yet compulsory and
which were not adopted retrospectively by the
Group as of 31 March 2017
On the closing date of these consolidated financial
statements, the competent bodies of the European
Union had not yet approved application of the
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amendments and accounting standards described
below.
•

Standard IFRS 15 – Revenue from Contracts
with Customers (published on 28 May 2014
and supplemented with further clarifications
published on 12 April 2017) will replace IAS 18
– Revenue and IAS 11 – Construction
Contracts, as well as the interpretations of
IFRIC 13 – Customer Loyalty Programmes,
IFRIC 15 – Agreements for the Construction of
Real Estate, IFRIC 18 – Transfers of Assets
from Customers and SIC 31 – RevenuesBarter Transactions Involving Advertising
Services. The standard establishes a new
model for accounting revenues that will apply
to all contracts concluded with customers
except those that fall within the scope of other
IAS/IFRS such as lease agreements, insurance
contracts and financial instruments. The basic
steps for the accounting of revenues according
to the new model are:
- identification of the contract with the
customer;
- identification of the contract’s performance
obligations;
- pricing;
- allocation of the price of the contract’s
performance obligations;
- criteria for inclusion of revenue when the
entity satisfies each performance obligation.

The standard will apply from 1 January 2018 but
earlier application is permitted. Although the
Directors have not completed the systematic
analysis of the case and, in particular, a detailed
analysis of customer contracts, they do not expect
the application of IFRS 15 will have a significant
impact on the amounts entered under revenue and
on the information contained in the Group’s
consolidated financial statements.
•

Final version of IFRS 9 – Financial Instruments
(published on 24 July 2014). The document
incorporates the results of the stages involved
in classification and measurement, Impairment
and Hedge accounting of the IASB's plans to
replace IAS 39. The new standard, which
replaces previous versions of IFRS 9, should
be applied for financial statements beginning

on or after 1 January 2018. The standard
introduces a new set of principles for classifying
and calculating corporate financial assets and
liabilities. More specifically, for financial assets, the
new standard applies a single approach based on
the method for managing financial instruments and
on the characteristics of contractual cash flows of
the assets, in order to determine the assessment
criteria, replacing the different rules envisaged by
IAS 39. For financial liabilities, instead, the main
difference concerns the method for accounting for
variations in the fair value of a financial liability
designated as a liability and listed at its fair value in
the profit and loss statement in the event that such
variations are due to changes in the
creditworthiness of the liability’s issuer. Based on
the new standard, these variations must be
booked in the "Other comprehensive income"
statement and no longer in the profit and loss
statement.
With reference to impairment, the new standard
requires companies to estimate credit losses
based on the model of expected losses (and not
along the lines of the incurred losses model
applied by IAS 39), relying on information that can
be substantiated and that are available without
unreasonable effort or expense, including the
historical data, both current and forecast. The
standard requires that this impairment model be
applied to all financial instruments, i.e. financial
assets booked at their depreciated cost, assets
booked at their fair value through other
comprehensive income, credits arising from lease
contracts
and
commercial
loans.
Finally, the principle introduces a new hedge
accounting model, in order to adapt the
requirements of the current IAS 39, which
sometimes were considered too stringent and unfit
to reflect the risk management policies of a
company. The main changes introduced by the
document concern:
the increase in the types of transactions
eligible for hedge accounting, including also the
risk of non-financial assets/liabilities eligible for
hedge accounting;
the change in the accounting methods for
forward contracts and options when included in a
hedge accounting relationship, in order to reduce
volatility in the profit and loss statement;
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the changes to the effectiveness test by
replacing the current methods based on the
80-125%parameter with the principle of "economic
relationship" between the hedged item and the
hedging instrument. In addition, the standard no
longer requires companies to provide a
retrospective evaluation of the effectiveness of the
hedging relationship.
The greater flexibility of the new accounting rules is
offset by additional requests for information on the
company’s
risk
management
activities.
The Directors expect that the application of IFRS 9
may have a significant impact on the amounts and
information contained in the Group’s consolidated
financial statements. However, it is not possible to
provide a reasonable estimate of the actual effects
until the Group has completed a detailed analysis.
IFRS accounting standards, amendments and
interpretations not yet adopted by the European
Union
• On 13 January 2017, the IASB published IFRS
16 – Leases that will replace IAS 17 – Leases, as
well as the interpretations of IFRIC 4 Determining
whether an Arrangement contains a Lease, SIC15 Operating Leases — Incentives and SIC- 27
Evaluating the Substance of Transactions Involving
the Legal Form of a Lease.
The new standard provides a new definition of
lease and introduces a criteria based on the control
(right of use) of an asset for distinguishing lease
agreements from service agreements, identifying
the following discriminating factors: the
identification of the right, the right to replacement
thereof, the right to substantially receive all of the
economic benefits arising from the use of the
asset, and the right of direct use of the asset
covered by the agreement.
The standard establishes a single model for the
accounting and evaluation of lease agreements for
the tenant (lessee) that provides for the inclusion of
the asset covered by the operating lease under
assets with a financial debt as offset account, while
also providing the option of not considering
agreements for "low-value assets" and leases with
a term of or less than 12 months as lease
agreements. Instead, the Standard does not
introduce significant changes for landlords
(lessors).
The standard applies from 1 January 2019 but
earlier application is permitted, only for

Companies/Groups that have applied IFRS 15 Revenue from Contracts with Customers in
advance to the scheduled date. The Directors
expect that the application of IFRS 16 may have a
significant impact on accounting for leases and
related information contained in the Group’s
consolidated financial statements. However, it is not
possible to provide a reasonable estimate of the
actual effects until the Company has completed a
detailed analysis of the relevant contract. Moreover,
the Company does not intend to apply the standard
retrospectively as of 1 January 2018.
• On 19 January 2017, the IASB published the
document "Recognition of Deferred Tax Assets for
Unrealised Losses (Amendments to IAS 12)", which
introduces changes to international accounting
standard IAS 12. The document aims to provide
some clarifications on the accounting of deferred
tax assets on unrealised losses upon the
occurrence of certain circumstances and on the
estimated taxable income for future years.
These changes, published by the IASB in January
2016 and applicable from 1 January 2017, due to
the fact that they have not been approved yet by
the European Union, were not applied by the Group
as of 31 March 2017. The Board does not expect
the adoption of these changes to have a significant
effect on the consolidated financial statements.
• On 29 January 2017, the IASB published the
document "Disclosure Initiative (Amendments to
IAS 7)", which introduces changes to international
accounting standard IAS 7. The document is meant
to provide certain clarifications in order to improve
the information on financial liabilities. More
specifically, the changes require Companies/
Groups to provide information that enables users of
the financial statements to understand changes in
liabilities arising from financing operations,
including changes in the cash flows and changes
arising from non-cash flows. These changes do not
require that companies use a specific format for
their reporting and disclosure. However, they do
require that a company provide a reconciliation of
the starting and ending balances for liabilities arising
from financial operations. Companies are not
required, instead, to provide information comparing
figures in the previous business years. These
changes, published by the IASB in January 2016
and applicable from 1 January 2017, due to the fact
that they have not been approved yet by the
European Union, were not applied by the Group as
of 31 March 2017. The Board does not expect the
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the adoption of these changes to have a significant
effect on the consolidated financial statements.
• On 8 December 2016 ,the IASB published the
document "Annual Improvements to IFRSs:
2014-2016 Cycle", which incorporates the changes
to some standards over the course of their annual
process of improvement. The main changes include:
- IFRS 1 First-Time Adoption of International
Financial Reporting Standards - Deletion of shortterm exemptions for first-time adopters. The change
to this standard is applicable at the latest to
business years starting on 1 January 2018 and calls
for the removal of certain short-term exemptions
provided for in paragraphs E3-E7 of Appendix E of
IFRS 1, as the benefit of these exemptions is
considered outdated.
- IAS 28 Investments in Associates and Joint
Ventures – Measuring investees at fair value through
profit or loss: an investment-by-investment choice or
a consistent policy choice. The changes clarifies that
the option for a venture capital organisation or other
entity qualified as such (e.g. a mutual investment
fund or similar entity) to measure investments in
affiliates and joint ventures listed at their fair value in
the profit or loss statement (rather than by applying
the equity method) is applied to each individual
investment when first calculating its value. The
change applies from 1 January 2018.
- IFRS 12 Disclosure of Interests in Other Entities –
Clarification of the scope of the Standard. The
change clarifies the scope of IFRS 12, specifying
that the information required by the standard,
except for that referred to in paragraphs B10-B16,
applies to all shares that are classified as held for
sale, held for distribution to shareholders or as
discontinued transactions, in accordance with IFRS
5. This change shall apply from 1 January 2017, but
since it has not been approved yet by the European
Union, the Group has not applied it as of 31 March
2017. The Board does not expect the adoption of
these changes to have a significant effect on the
consolidated financial statements.

• On 8 December 2016, the IASB published the
document "Foreign Currency Transactions and
Advance Consideration (IFRIC Interpretation 22)".
The interpretation is meant to provide guidelines for
transactions made in foreign currencies if advance
payments or non-cash deposits are booked in the
financial statements before actually listing the asset,
cost or revenue. This document provides guidelines
as to how a company should determine the date of
a transaction and therefore, the spot exchange rate
to be used when there are foreign currency
transactions where the payment is made or received
in advance.
The interpretation clarifies that the transaction date
is whichever of the following was concluded first:
a.
the (date) of the advance payment or the
deposit received, which are listed in the company’s
financial statements; and
b.
the (date) when the asset, cost or revenue
(or part of it) is listed in the financial statements
(with consequent write-off of the advance payment
or deposit received).
If there are several advance payments or deposits,
a transaction date must be identified for each
payment/deposit. IFRIC 22 is applicable from 1
January 2018, but earlier application is permitted.
The Board does not expect the adoption of these
changes to have a significant effect on the
consolidated financial statements.
• On 8 December 2016, the IASB published the
document "Transfer of Investment Property
(Amendments to IAS 40)", which introduces
changes to international accounting standard IAS
40. These changes clarify the method for
accounting for transfers of property to, or from, an
investment property. More specifically, an entity
should reclassify a property between, or from, the
investment property only when there is evidence
that there has been a change in the use of the
property. This change must be linked to a specific
event that occurred and must not therefore be
limited to a change of intention on the part of the
management of an entity. These changes are
applicable from 1 January 2018, although
retrospective application is permitted. The Board
does not expect the adoption of these changes to
have a significant effect on the consolidated financial
statements.
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• On 7 June 2017, the IASB published the
interpretative document IFRIC 23 – Uncertainty over
Income Tax Treatments. The document addresses
the issue of uncertainty over the tax treatment that
should be applied to income tax.
The document stipulates that the uncertainties in the
determination of deferred tax liabilities or assets
should be reflected in the financial statements only
when it is probable that the entity will pay or will
recover the amount in question. In addition, the
document does not establish any new obligation of
disclosure but stresses that the entity will have to
determine whether it will need to provide information
about observations made by management and about
the uncertainty inherent in tax treatment, in
accordance with IAS 1.
The new interpretation is applicable from 1 January
2019, but earlier application is permitted. The Board
does not expect the adoption of these changes to
have a significant effect on the consolidated financial
statements.
• On 11 September 2014, the IASB issued an
amendment to IFRS 10 and IAS 28 Sales or
Contribution of Assets between an Investor and its
Associate or Joint Venture. The document was
published in order to resolve the current conflict
between IAS 28 and IFRS 10.
In accordance with IAS 28, the gain or loss resulting
from the sale or transfer of a non-monetary asset to
a joint venture or affiliate in exchange for a share in
the latter’s capital is limited to the stake in the joint
venture or affiliate from other investors that are not
involved in the transaction. In contrast, IFRS 10
requires companies to book the entire profit or loss in
the event of loss of control over a subsidiary, even if
the entity continues to hold a non-majority stake in
the subsidiary, including in such case, the
assignment or transfer of a subsidiary to a joint
venture or affiliate. The changes introduced provide
that in a sale/transfer of an asset or subsidiary to a
joint venture or affiliate, the measure of the profit or
loss to be booked in the financial statements of the
transferor/conferring party depends on whether the
assets or the subsidiary sold/transferred constitute a
business or not, within the meaning provided for by
IFRS 3. In the event that the assets or the subsidiary
sold/transferred represent a business, the entity shall
list the gain or loss on the entire share previously
held. Whereas, otherwise, the share of income or
loss of the stake still held by the entity shall be
disposed of. Presently, the IASB has suspended the
application of this amendment. The Board does not
expect the adoption of these changes to have a
significant effect on the consolidated financial
statements.

Part F
Other information relevant to the preparation of
the financial statements
Use of estimates
The preparation of the consolidated financial
statements requires that the Directors make
estimates and assumptions that affect the reported
amounts of revenues, costs, assets and liabilities,
and the disclosure of contingent assets and
liabilities on the closing date of the consolidated
financial statements.
The estimates and assumptions are based on
experience and other factors thought to be
relevant. The actual results that appear in the
balances therefore may differ from those estimates.
The estimates and assumptions are reviewed from
time to time and the effects of every variation are
reflected in the income statement in the period in
which the estimate is revised, if the revision affects
only that period, or even in subsequent periods if
the revision affects both the current year and future
results.
Below is a summary of the critical evaluation
processes applied by the Company in the process
of applying the accounting standards insofar as
concerns future events that are likely to have
significant effects on the values reported in the
consolidated financial statements or that can lead
to significant value adjustments to the book value of
the assets and liabilities in the year following the
accounting period of the balance sheet.
Credit impairment fund
This item reflects the management's estimate of the
losses on the portfolio of loans to customers.
Provisions are made against expected losses on
receivables, estimated on the basis of past
experience with regard to receivables with similar
credit risk and the careful monitoring of the quality
of the loan portfolio.
Though the provision is considered reasonable, the
use of different assumptions or changes in the
economic conditions may be reflected in changes
in the provision for credit impairment and thus have
an impact on the Company’s operating profit. The
estimates and assumptions are reviewed from time
to time and the effects of any changes are reflected
in the income statement in the period concerned.
Recoverability of tangible and intangible assets
Tangible and intangible assets are depreciated
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when events or changes in circumstances imply
that their book value is not recoverable.
The type of events that can result in a write-down of
assets include: change in business plans, changes
in market prices and currency exchange rates that
may result in lower operating performance, reduced
plant use, changes, industry updates within the
regulatory framework, and changes in the cash-flow
discount rates.
The decision whether to depreciate an asset and its
quantification depend on highly uncertain
assessments of the Directors of complex factors,
including the future trend of prices and currency
exchange rates, the impact of inflation and
technological advances on production factors,
production profiles and conditions of supply and
demand on a global, national and regional level.
Depreciation is calculated by comparing the book
value in the balance sheet for the asset or cashgenerating unit to which it belongs, with its
recoverable amount, which is the higher of the Fair
Value net of disposal costs, and the value in use
calculated by discounting the expected cash flows
resulting from the use of the asset or cashgenerating unit to which the asset belongs, net of
disposal costs. Expected cash flows are calculated
in light of the information available at the time of the
estimate and based on subjective judgements on
the performance of future variables such as price,
cost, demand growth rates and production profiles,
and are discounted applying a rate after taxes that
takes into account the risk inherent in the asset
concerned.
The loss in the value of an asset is restored when
there is reason to believe that its value has reduced
or the asset no longer exists, or when there has
been a change in the estimates used to calculate
the recoverable amount.
Recoverability of deferred taxes
As of 31 March 2017, the consolidated financial
statements presents deferred tax assets that are
related to the impact of temporary differences
between the statutory values and their values
booked for fiscal purposes, which can be used in
subsequent years within the limits of the
Company's ability to generate taxable profits.
The assessment takes into account the
recoverability of the above estimate of future
taxable profits.

Pension plans
Severance pay can be classified as a defined
benefit plan.
The Company applies different statistical
assumptions and evaluation factors with the aim of
anticipating future events for calculating charges,
liabilities and assets relating to these plans. The
assumptions concern the discount rate, the
expected return on plan assets, and the rates of
future salary increases. In addition, the Company's
actuarial consultants apply subjective factors, such
as the relative rates of mortality and turnover.
Other balance sheet items
In addition to the items mentioned above,
estimates were made:
• when calculating the useful life of tangible and
intangible assets for the purpose of calculating
depreciation;
• the unrealised profit/loss (Fair Value) of financial
derivatives.
Risk Management
With reference to the information referred to in art.
2428, paragraph 2, number 6-bis of the Italian Civil
Code, which calls for a description of the goals,
policies and risks involved in financial risk
management, please refer to the following
paragraph "Information on financial risks", which
includes a detailed description, and to the Report
of the Board.

EXPLANATORY NOTES

Part G
Information on Assets and Liabilities
ASSETS

NON-CURRENT ASSETS

1. Tangible assets
The item buildings, plant and machinery amounted to Euro 979,296 (Euro 974,748 as of 30/09/2016) and
are valued at their cost of purchase.
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below.
Tangible assets: breakdown by principle of evaluation
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Buildings, plant and equipment for functional use: variations

The tangible assets listed above have a fixed useful life and are therefore subject to depreciation (note: there are
no accumulated losses in value to report).
The item "Land and Buildings" consists mainly of:

- a financial leasing agreement for the purchase of the building used as headquarters of the subsidiary Europe
-

Energy S.p.A. in San Martino Buon Albergo (VR), the value of which is equal to € 140,000 for the land and €
560,000 for the building, and whose accumulated depreciation is €67,200;
design costs for Euro 30,000 for the building where it will move the new company headquarters;
improvements accounted for a gross amount of €173,241 with an accumulated depreciation of
€28,302.

EXPLANATORY NOTES

2. Intangible assets
Intangible assets amounted to €699,062 (€697,110 as of 30/09/2016).
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below.
Intangible assets: breakdown by principle of evaluation

Intangible assets: variations

Goodwill reported in the balance sheet for a total of Euro 667,095, which remained unchanged during the year,
refers to the share swap deficit generated as a result of the merger by incorporation of Europe Energy Holding
S.r.l. in Europe Energy S.p.A. (so-called reverse merger), whose accounting and fiscal effects apply from 1 April
2014.
The booked value represents an intangible asset with a permanent useful life and which therefore is not subject to
systematic depreciation, but to an impairment tests at least once a year.
The item "Patents, Trademarks and Other Rights" under intangible assets can be broken down as follows:
Industrial patents and intellectual property rights: these refer to costs for the purchase and development of the
website of the Energy Trading Risk Management software, of the CRM and billing software licenses and the
licenses for the use of the general ledger software.
Recoverability of intangible assets and goodwill
During the accounting period there were no indicators of impairment loss with regard to intangible assets and
goodwill.
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3. Financial assets
Investments

Investments in subsidiaries
Investments in subsidiaries amounted to Euro 110,927 (Euro 1.380.179 as of 30/09/2016).
The item’s structure, the changes in value during the year and other relevant information is provided and
commented below. :
Investments in subsidiaries: detailed breakdown

(*) 20% stake owned indirectly through subsidiary Europe Energy S.p.A. and 70% stake owned directly.
(**) 100% stake owned indirectly through subsidiary Europe Energy S.p.A.

Investments in subsidiaries: variations

The increases recorded in the year refer mainly to purchase of 50% of the shares of Europe Energy Efficiency
S.r.l., which, because it is in liquidation, was not included in the scope of consolidation. Other variations involve
the transfer of the following stakes:

- sale of 20% of the 50% stake owned by a third-party company in Slovak company LE Trading AS, which
-

generated a capital gain of €490,229, and reclassification of the stake from a subsidiary to an affiliate;
sale of the stake in Europe Energy Uk Ltd at carrying value to third-party companies.

Investments in affiliates
Investments in affiliates amounted to €764,552 (€0 in the previous year) and represent the 30% stake in
LE Trading SA.

EXPLANATORY NOTES

4. Deferred taxes
Prepaid tax receivables listed in the financial statements for a total Euro 508,372 (Euro 399,248 as of
30/09/2016) consist of credits for prepaid IRES (Corporate Income Tax) allocated for certain categories of
expense incurred over the year, but whose fiscal recognition is deferred to future years, when the
conditions established by tax legislation apply to the individual case.
The breakdown of prepaid tax assets and the nature of the items and the temporary differences from
which they emerge is provided and commented below.

We also ought to point out that prepaid tax assets are accounted for only if the management believes it is
reasonably certain that in subsequent accounting periods, the Company will be able to generate taxable
income adjusted to full recovery of the credits listed in the balance sheet.

CURRENT LIABILITIES
5. Inventory
Inventories amount to Euro 92,405 (Euro 653,771 as of 30/09/2016).
The item refers to Natural Gas in stock at Stogit S.p.A.
As of 31/03/2017, MWh 5,282.97 of gas were in stock, whose value was calculated at the weighted
average monthly cost.
This storage activity began in May 2016.

Their structure is provided and commented below.
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6. Financial assets
Financial assets amounted to €4,606,802 (€1,892,084 as of 30/09/16).
Their structure is provided and commented below.

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

7. Tax receivables
Tax receivables amount to €5,316,386 (€6,551,755 as of 30.09.2016).
Their structure is provided and commented below.

The item "tax receivables" consists mainly of net credits for power and gas excise duties and additional
payments of Euro 1,766,582.
The VAT credit is the residual credit for 2014 that had emerged before subscribing to the consolidated VAT plan
which was not renewed in 2017.
We also ought to point out that credits for IRES and IRAP advance payments are net of the tax burden for the
year.

EXPLANATORY NOTES

8. Accounts receivable
Accounts receivables net of impairment losses amounted to Euro 38,032,054 (Euro
42,990,312 as of 30/09/2016).
Their structure is provided and commented below.

The decrease in accounts receivable is mainly due to lower volumes of electricity sold for the reasons
described in the Report of the Board and due to the collection of receivables from public administrations.
The credit impairment fund has changed as described below in the year under review:

The credit impairment fund represents the value deemed appropriate in order to adjust the value of
receivables to their presumable realisable value.
Accounts receivable divided by region are listed below:

9. Cash and cash equivalents
Cash and cash equivalents amounted to Euro 4,457,987 (Euro 7,209,836 as of 30/09/2016).
Their structure is provided and commented below.

With reference to bank accounts, please note that on the closing date, the total amount of Euro 1,652,000
has been used as guarantee for credit lines granted by Italian and foreign banks (Euro 2,652,000 as of
30.09.2016).
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10. Other assets
Other assets amounted to €13,720,890 (€12,522,615 as of 30/09/2016).
Their structure is provided and commented below.

The item Prepaid expenses and accrued income includes revenue shares relating to the year but due in
future financial years and shares of costs incurred by the end of the financial year but relating to future
periods, measured using the accruals principle.
Prepayments and accrued income amount to Euro 1,092,976 (Euro 849,922 as of 30/09/2016) and
mainly consist of:
- fees for Euro 329,136;
- commissions on bank guarantees for Euro 132,869;
- transport capacity EE and GAS for Euro 501,746.
The item "other assets" primarily includes:
- safety deposits, which also include a safety deposit paid to GME for Euro 175,000 (Euro 1,800,000 as
of 30/09/2016) as guarantee on electricity purchases and other safety deposits paid to the CAO (Central
Allocation Office) for Euro 564,000 (Euro 1,275,626 as of 30/09/2016), CEGH (Central European Gas
Hub AG) and other suppliers, also as guarantee for outstanding contracts and deposits paid to suppliers
as partial guarantee on contracts for the supply of the raw material (electricity and gas).
- receivables from Gascom amounting to Euro 580,456 (Euro 693,805 as of 30/09/2016) represent
costs incurred on behalf of Gascom S.r.l. in liquidation in providing billing and collection services, as well
as payments made by customers for supplies on old bank accounts, and for the overturning of
personnel costs for other activities on behalf of Gascom. The services provided by the Company on
behalf of Gascom are regulated by a special service agreement signed after its liquidation;
- receivables from Single Buyer for CMOR amounting to Euro 535,582 (Euro 476,467 as of 30/09/2016)
represent our claim from the Single Buyer, as provided by Resolution No. ARG/elt 219/10 issued by the
Authority for Electricity, Gas and Water;
- receivables for MTM derive from the evaluation of price hedging contracts for the purchase/sale of
Electricity and Gas for Euro 9,777,374 (Euro 7,226,800 as of 30/09/2016) and consist of:
- the inclusion of the credit towards "clearer" due to the accrual accounting effect of the transactions
carried out on regulated markets for Euro 1,592,400 (Euro 2,521,536 as of 30/09/2016);
- the fair value of derivative contracts for Euro 8,184,924 (Euro 4,705,264 as of 30/09/2016)
representative of the emerging value at the date of preparation of the financial statements for contracts
signed by the Company (portfolio).

EXPLANATORY NOTES

Shareholders’ Equity and Liabilities

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

b) the following table instead lists the balances for the Parent company Europe Energy Holding S.r.l. that for the
purpose integrates the sub-group "sub-consolidated Europe Energy S.p.A.":

The chart below shows the structure and changes in the Group’s consolidated Shareholders’ Equity:

EXPLANATORY NOTES

Changes in Shareholders' Equity
Consolidated amount attributable to the Group as of 31.03.2017

In the current accounting period there are no third party items, as holdings are fully or directly or indirectly owned
by the Parent company.
First Time Adoption Reserve
The reserve refers to the value calculated during first-time application of the IAS/IFRS and changed as follows
during the year:

Reserve for actuarial gains (losses)
The item "Actuarial gains (losses) from reserve" as of 31 March 2017 incorporates the net impact on actuarial
gains (losses) resulting from the application of the amendment to IAS 19 (Employee benefits), recognised directly
under equity.
Consolidation reserve
As of 31 March 2017, the item amounts to Euro 4,788,312 (Euro 3,491,009 as of 30/09/2016) and the changes
that occurred during the year refer mainly to the value carried forward for operating profit in the previous year and
the lower differences in consolidation.
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NON-CURRENT LIABILITIES
12. Non-current financial payables
Funding amounts to Euro 807,931 (Euro 189,058 as of 30/09/16).
This item refers to the non-current share of debt for the lease of the building located in San Martino Buon
Albergo (Verona), where the Group’s main production is carried out, and to the share of bank loans in the
medium-long term.

13. Provisions for future risks and expenses
Provisions for future risk and expenses amounted to Euro 287,898 (Euro 286,623 as of 30/09/2016). The
item’s structure and the changes in value during the year are provided and commented below.
Provisions for future risks and expenses - breakdown

-

Provisions for future risks and expenses - changes

The item "Other provisions for future risks and charges" consists of:

- The provision for recovery of assets under lease amounting to Euro 266,465 (Euro 240,497 as of
-

30/09/2016), allocated as a result of the lease agreement with Gascom S.r.l., represents the provision made to
replenish the loss of value suffered by Company’s assets in use that will have to be returned to the grantor;
other provisions for Euro 0 (Euro 15,000 as of 30/09/2016), representing the residual provisions for
restructuring expenses and reorganisation of the leased company, which were used during the year.

Lay-off fund and similar obligations
With regard to provisions for risks and charges, in accordance with IAS 37, when the liability refers to deferred
payments over time, it is discounted at a rate before taxes that reflects current market assessments of
the present value of money and the risks specific to the liability. The provision increases in each period to reflect
the passage of time, with the borrowing costs accounted for according to competence.
The Group has applied this principle to the lay-off fund and similar obligations. The application of the principle
gave rise to a difference of Euro -43,591 (Euro -30,877 as of 30/09/2016). The Company’s total debt towards
agents was calculated by an independent actuary based on the following economic and financial assumptions
about the economic parameters involved in the calculation:

EXPLANATORY NOTES

Outstanding procedures
On 19 March 2015 following verification activities relating to both direct taxes, VAT, the Guardia di Finanza
has issued a report Finding in regard to certain operations carried out by Europe Energy S.p.A. (the
“Company”) in the period 2009 – 2013.
In connection with the Report, on 14 May 2015, the Company submitted its observations to the Inland
Revenue Office, Regional Directorate of Lombardy (the “Office”), as required by art. 12.7 of Law No.
212/2000, reiterating that the claims filed are to considered absolutely devoid of any substance.
On 29 June 2015, the Office issued the notice of assessment for the tax year 2009 only; on the same
date, the Office also issued the notice of dispute of the sanctions with regard to the same tax period. As
regards penalties, on 1 September 2015, the Company promptly submitted its defensive deductions
pursuant to Article 16 of Legislative Decree No. 472/97 reiterating again that the claims are to considered
absolutely devoid of any substance.
With regard to taxes, on 15 September 2015, the Company presented its own assessment report
pursuant to Article 6.2 of Legislative Decree No. 218/97.
The terms for the investigation with accession have fruitlessly expired on December 31, 2015. The
Company, therefore, notified an appeal against the notice of assessment on 24 December 2015 for the
tax year 2009.
The appeal was filed with the Provincial Tax Commission of Milan ("CTP") on 19 January 2016. On 04
January 2016, the Company received the notice of assessment for the tax year 2010, issued by the
Office; on the same date, the Office also issued the notice of dispute of the sanctions with regard to the
same tax period.
Again, as regards sanctions, the Company, on 14 January 2016, filed its own defensive deductions
pursuant to Article 16 of Legislative Decree No. 472/97.
As for taxes, instead, the Company filed, after having uselessly completed the subscription phase, filed an
appeal on 13 June 2016.
On 10 August 2016, disregarding the Company’s defensive deductions, the Office issued an Order
imposing sanctions for the tax year 2009, which the Company immediately appealed on 22 November
2016.
On 20 December 2016, the Office notified:

-

The assessment notice regarding tax year 2011;
The Order contesting the penalties related to 2011;
The Order contesting the penalties related to 2012;
The Order imposing the penalties related to 2010.

This last Order was immediately appealed by the Company, filing appeal with the CTP on 24 February 2017.
As regards the penalties for 2011 and 2012, Europe Energy S.p.A. filed its own defensive deductions on 27
January 2017, pursuant to Article 16 of Legislative Decree No. 472/97.
With regard to taxes due for 2011, instead, the Company, after having uselessly completed the subscription
phase, promptly filed an appeal with the CTP on 13 June 2017.
Pending the decision on the appeal, on 16 February 2017, the CTP issued the judgment regarding the notice
of assessment for tax year 2009, in response to the Company’s appeal.
On 14 April 2017, the CTP issued the judgment regarding the notice of assessment for tax year 2010,
admitting the Company’s appeal.
On 5 May 2017, the CTP issued the judgment regarding the Order imposing penalties for tax year 2010,
admitting the Company’s appeal.
On 29 May 2017, a hearing was held before the CTP regarding the Company’s appeal against the penalties
for 2010, but the final judgment has not been issued yet.
With regard to the judgment concerning the assessment for tax year 2011, the CTP has not announced a
date for the hearing yet.
The Company, based on the three favourable judgments regarding cancellation of the assessment for tax
years 2009 and 2010, and also based on the Order imposing penalties for tax year 2009 and the
authoritative opinions of its consultants, believes that the risk to these assessments is considered possible
and therefore we should not make any provision in this balance sheet.
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14. Severance pay and other employee benefits
The item includes debt for advance tax payments and amounts to €242,258 (€223,514 as of
30/09/16) and has recorded the following fluctuations over the year

The items Actuarial gains and losses and Financial expenses (interest cost) are generated by the actuarial
method applied to calculate the value of the fund and recalculated as of 1 January 2007. As mentioned
above, in accordance with IAS 19, the Company lists actuarial gains and losses directly under equity. As
mentioned in the section regarding the drafting principles, as result of the amendments introduced by Law No.
296 dated 27 December 2006 ("2007 Financial Law") and subsequent decrees and regulations implementing
the law, for the purposes of IAS 19, the Company calculated only Severance pay-related liabilities deposited
with the Company, as shares accrued from 1 January 2007, as a result of choices made by the
employees during the first half of 2007, were paid to a separate entity (supplementary pension funds or
INPS social security funds). As a result of these payments, the Company will no longer have obligations for
work performed by employees in the future (so-called defined contribution plan).
The Company’s obligation towards employees was calculated by an independent actuary based on the
following economic and financial assumptions about the economic parameters involved in the calculation:

EXPLANATORY NOTES

The values calculated on the basis of actuarial assumptions as of 31 March 2017 resulted in accounting for a
decrease of Euro 21,194 (net of the related fiscal effect) compared to the value of the fund on 30 September
2016 with an offset account listed in the statement of income and expenses booked under equity, as
indicated by the reference standard.
The discount rates used for the revaluation of liabilities are defined on the basis of the yield curves of high-quality
fixed-income securities for which the amounts and due-dates correspond to the amounts and due-dates of
payments estimated for the benefits. The effect of the increase or decrease of 1/4% in the rate of increase in
the cost of living and the 1/4% in the discount rate used, assuming all other assumptions remain the same,
would look as follows:

CURRENT LIABILITIES

15. Deferred tax liabilities
Deferred tax liabilities amount to Euro 67,268 (Euro 61,428 as of 30/09/2016).
The item was calculated on temporary differences between the values listed in the financial statements
and the corresponding values recognised for tax purposes, on the basis of the rates that we assume will
be applied at the time when these differences will be cancelled out: IRES 24% and IRAP 3.9%.
The breakdown of prepaid tax assets and the nature of the items and the temporary differences from
which they emerge is provided and commented below.

CURRENT LIABILITIES
16. Current financial payables
This item amounts to Euro 12,541,859 (Euro 14,878,465 as of 30/09/2016). Debt due within one year
can be broken down as follows:

The item “loans”, with the exception of fees and services, refers to the use of credit lines to unfreeze trade
receivables by opening a credit line on the bank account, i.e. invoice advance payment accounts.
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17. Tax payables
Tax receivables amount to €447,286 (€191,912 as of 30.09.2016).
Their structure is provided and commented below.

The item Other tax liabilities mainly consists of Euro 310,506 for debts for excise duties and additional Power and
Gas payments.

18.Accounts payable
Accounts payable amount to €38,930,560 (€44,790,969 as of 30.09.2016) and are listed in the balance sheet
net of any trade discounts and cash at hand indicated in the invoice. Their nominal value has been adjusted in the
event of invoicing adjustments, in the measure of the amount listed as offset.
These debts are to be considered in their entirety as all current.

19. Other liabilities

This item amounts to €1,805,961 (€1,917,214 as of 30.09.2016).
The structure and details of accrued liabilities are set out below and commented.
Other payables – breakdown

Accrued liabilities – detailed breakdown

As of 31 March 2017, the item shows a balance of Euro 983,364 (Euro 865,868 as of 30/09/2016) and mainly
refers to the operating expenses that have not yet accrued financially.
Potential obligations and liabilities
Obligations
As of 31 March 2017, the Company’s obligations and liabilities amounted to Euro 52,076,624 (Euro
50,080,856 as of 30/09/2016) and can be broken down as follows:

EXPLANATORY NOTES

1) Bank guarantees issued to electricity suppliers for Euro 6,289,579 compared to Euro 6,889,579 in the
previous year;

2) Bank guarantees issued for purchase of electricity from the electricity stock exchange and on the IDEX
market for Euro 650,000 compared to Euro 3,950,000 in the previous year;

3) Bank guarantees issued for accessory services on electricity and gas purchases (transport,
4)
5)
6)

dispatching, etc.) for Euro 898,875 compared to Euro 755,836 in the previous year;
Other guarantees for Euro 1,500,000 (Euro 1,373,066 in the previous year);
Bank guarantee in favour of Gascom S.r.l. in liquidation as required by the lease agreement and
irrevocable offer to purchase the company for Euro 1.000.000 (unchanged compared to the previous period),
joint obligation between Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A.
Bank guarantees issued for Customs offices for Euro 510,000 unchanged compared with the previous
period, joint obligation between Europe Energy S.p.A. and Europe Energy Gas & Power S.p.A.

With reference to bank guarantees granted to Group companies for Euro 42,738,170 (Euro 35,602,325 as of
30/09/2016):
- Euro 3,250,000 (Euro 3,150,000 in the previous year) granted to subsidiary LE Trading S.A. and broken
down as follows:
 for a guarantee against purchases of electricity and gas for Euro 1,000,000;
 to open credit lines for Euro 2,250,000.
- Euro 39,488,170 (Euro 32,452,325 as of 30/09/2016) granted to subsidiary Europe Energy Gas & Power
S.r.l. and broken down as follows:
 Euro 14,949,999 (Euro 12,299,999 in the previous year) as guarantee on bank credit lines;
 Euro 218,400, unchanged compared to the previous year as guarantee on the payment of lease fees on the
contract described below;
 Euro 12,000,000, unchanged compared to the previous year, as guarantee on the timely payment of
business branch lease fees for the leased Gascom S.r.l. in liquidation;
 Euro 10,809,771 (Euro 7,933,926 in the previous period) as guarantee on proper payment of supplies
of electricity and natural gas.

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

20. Revenues from sales and services
Revenues from sales and the provision of services amounted to Euro 158,755,314 (Euro 284,241,156 in the
previous year).
Their structure is provided and commented below.
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The decrease in revenues is mainly due to lower volumes of electricity sold for the reasons described in
the Report of the Board.
Below is the breakdown by geographical area:

Trading margin
Below we provide a statement that summarises the main characteristics of financial derivatives used for
the purposes described in the Report of the Board (hedging) and booked as stated under Part A of
these Explanatory Notes, as of 31 March 2017:

Hedges mainly refer to the PUN (National Single Price) and prices listed on the EEX (European Energy
Exchange). These contracts are classified as either CFD (Contract For Difference) or futures contracts
with impact on the period 2017-2018.

21. Other revenues and income
Other revenues and income amounted to Euro 803,731 (Euro 568,175 in the previous year).
Their structure is provided and commented below.

EXPLANATORY NOTES

22. Cost of raw materials, supplies, goods
Raw materials and supplies used amounted to Euro 151,860,843 (Euro 275,607,873 in the previous year).
Their structure is provided and commented below.

23. Other operating costs
Other operating costs amounting to Euro 4,506,601 (Euro 4,811,118 in the previous year) are structured
as follows and are detailed below

Costs for services
Costs for services amounted to Euro 2,627,605 (Euro 3,102,970 in the previous year). Their structure is
provided and commented below.
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Leasehold costs
Leasehold costs amounted to Euro 684,030 (Euro 630,701 in the previous year). Their
structure is provided and commented below.

Miscellaneous operating expenses
Miscellaneous operating expenses amounted to Euro 1,087,920 (Euro 922,410 in the
previous year). Their structure is provided and commented below.

24. Personnel costs
Personnel costs amounted to Euro 1,597,623 (Euro 1,783,391 in the previous year).
Their structure is provided and commented below.

31.03.2017
Labour
Workforce
Average
cost
as of 31.03 workforce
1,597,623
57
64

31.03.2016
Labour
Workforce
Average
cost
as of 31.03 workforce
1,783,391
70
65

CHANGES
Labour
No. of
cost
employees
-185,768
-13

Average
workforce
-1.5

EXPLANATORY NOTES

The decrease compared to the previous year is essentially attributable to staff lay-offs during the period. The
following table illustrates the variation in the workforce by type of role:

25. Amortisation, depreciation and other provisions

Depreciation of tangible assets

Depreciation of intangible assets amounted to Euro 39,266 (Euro 33,642 in the
previous year). Their structure is provided and commented below.

Depreciation of intangible assets
Depreciation of intangible assets amounted to Euro 12,438 (Euro 6,919 in the previous year). Their
structure is provided and commented below.
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26. Financial income
Financial income amounted to Euro 30,274 (Euro 354,367 in the previous year).
Their structure is provided and commented below.

27. Financial expenses
Financial expenses amounted to Euro 267,052 (Euro 391,023 in the previous year).
Their structure is provided and commented below.

28. Income (expenses) from investments
his item amounted to Euro 0 (Euro -111,754 in the previous year).

29. Financial income (expenses) from Group companies
Financial income from Group companies excluded from the scope of consolidation
amounted to Euro 564,222 (Euro 59,236 in the previous year).

Their structure is provided and commented below.

It is worth noting that the total as of 31/03/2017 consists largely of Euro 490,299 for capital gains on sale of 20%
of the 50% stake in Slovak company LE Trading SA.

EXPLANATORY NOTES

31. Fiscal Expenses / (Income)
This item amounted to Euro 405,337 (Euro 1,000,328 in the previous year).
The item’s structure, the changes in value during the years, and other relevant information are shown
below:
Fiscal Expenses / (Income) - breakdown

Statement of reconciliation between balance sheet fiscal expenses
and theoretical fiscal expenses
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EXPLANATORY NOTES

Part I
Risk management and other information
Below is the additional information required by the
IAS/IFRS, SIC/IFRIC interpretative documents, the
Consob bulletins and resolutions, and the national
legislation, with reference to the applicable rules of
the Italian Civil Code and other measures adopted
by the national legislature, which are discussed in
the Report of the Board (please refer to the Report
for information).
Risk management
With regard to market, credit and liquidity
risks, please refer to the Report on operations
enclosed herewith.
Information on financial risks
IFRS 13 requires the classification of financial
instru-ments at their Fair Value calculated on the
basis of the quality of the input sources used in
their evalu-ation.
The above classification required by IFRS 13
implies a “hierarchy of Fair Value” divided into three
levels that gives priority, in the context of Fair Value
measurement, to the use of objective market
information as opposed to specific information and
establishes three levels for measuring Fair Value,
based on the nature of the inputs used in
calculating the value of an asset or liability at the
measurement date. The hierarchy of Fair Value
measurement is defined as follows:
•

•

Level 1: determination of Fair Value based on
listed (unadjusted) prices in active markets
for identical assets or liabilities. This category
includes the instruments by which the Company operates directly in active markets or in
over-the-counter markets that are identical
assets compared to corresponding organised markets (i.e. future);
Level 2: determination of Fair Value based on
calculation models using observable inputs
on active markets (other than listed prices included in level 1 that are observable either directly or indirectly). This category includes the
instruments by which the Company operates
in Over-the-Counter markets not characterised by a sufficient level of liquidity or that do
not express a market price continuously (i.e.
OTC formula covers);

•

Level 3: determination of Fair Value based on
calculation models whose inputs are not
based on observable market data (unobservable inputs) either directly or indirectly in no
active market.
For the assessment of Fair Value to belong to
Level 1, the presence or absence of a quote
in an active market for an instrument identical to the one being calculated becomes essential. Based on the indications of IAS 39, a
financial instrument is regarded as quoted in
an active market if:
• quoted prices are readily and regularly available
through a price list, operator, broker, industry
sector, pricing agency, regulatory authority;
• those prices represent actual and regularly occurring market transactions under normal
trading conditions.
Some characteristics may be symptomatic of an inactive market. These include:
• a significant drop in volumes and the number of
exchanges;
• or prices that vary considerably over time and
between market participants.
However, it should be noted that these factors,
when considered individually, may not indicate that
a market is inactive. Therefore, to assume that a
price is quoted on an active market, the following
should be absent:
• recent transactions that occur with some regularity with regard to financial instruments
identical to those calculated and, moreover,
• prices for such transactions that are promptly
and regularly available.
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Miscellaneous information
Lease agreements
Future payments for non-cancellable lease commitments are broken down below:

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

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

* includes separate annual audits (Unbundling) prepared for the Italian Electricity, Gas and Water Authority
(AEEG) and out-of-pocket expenses.
Significant events after year-end
Significant events after year-end, as well as information on the Company’s position and trend of business,
are discussed in the Report of the Board, as required by the applicable laws.
Milan, 2 August 2017
The Sole Director
(Matteo Ballarin)
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CONSOLIDATED CASH
FLOW STATEMENT
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CONSOLIDATED CASH-FLOW STATEMENT
AS OF 31.03.2017
(Amounts in Euro)

CONSOLIDATED CASH FLOW STATEMENT

Milano, 2 August 2017
The Sole Director
(Matteo Ballarin)
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REPORT OF STATUTORY AUDITORS
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