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Main economic and financial data of the Ascopiave Group 

 
Economic data 

(in thousands of Euro) 2006 % on  2005 % on  

   Revenues   Revenues 

     
Revenues                  318,105 100.0%                 279,307 100.0% 
Gross operating margin (EBITDA) (*)                   40,405 12.7%                   56,194 20.1% 
OPERATING RESULT                   29,150 9.2%                   45,137 16.2% 
Net income/(Loss) of the Group for 
the period  

                  16,381 5.1%                   24,522 8.8% 

(*) The gross operating margin (EBITDA) is the results before amortisation/depreciation, financial management and taxes. 

 
Equity data 
 
(in thousands of Euro) 31/12/2006 31/12/2005 absolute 

value    
ALLOCATION    

    
Net working capital * (7,938) 4,598 (12,536) 

    
Fixed assets and other non current activities 312,836 303,519 9,317 

    
Non-current liabilities (excluding loans) (23,538) (23,543) 5 

    
Net invested capital **     281,360     284,574 (3,213) 

    
NET FINANCIAL POSITION (87,541) 89,988 (177,529) 

    
Net Shareholders' equity 368,902 194,586 174,316 

    
Total Financing sources     281,360     284,574 (3,213) 
* "Net working capital" means the sum of inventories, trading receivables, tax receivables, other current activities, trading payables, tax payables 
(within 12 months), and other current liabilities. 
 
** "Net capital employed" is the algebraic sum between net working capital (as defined above), fixed assets, other non-current activities and non-
current liabilities. 
 
Monetary flows data 
 

(in thousands of Euro) 2006 2005 

   

Net income for the Group                 16,381                 24,522 
Net cash provided by operating activities 36,954 18,869 
Net cash used in investing activities (16,593) (15,826) 
Net cash flows used in financing activities 78,021 (7,749) 
Period monetary flow 98,383 (4,706) 

Cash and cash equivalents at beginning of the year 2,208 6,914 

Cash and cash equivalents at end of the year 100,591 2,208 
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MANAGEMENT REPORT  

 

INTRODUCTION 

 
The Ascopiave Group (Il Gruppo Ascopiave) closed the 2006 with a net profit of 16,381 thousand 
Euro. 
The consolidated  net assets at year end amounts to 368,902 thousand Euro and the capital invested 
to 281,360 thousand Euro. In 2006 the Group has carried out investments for 16,593 thousand Euro 
 
The results of the financial year, down on the previous year, have been influenced significantly by 
the negative impact both of the especially mild winter season, as well by the price measures adopted 
by the Authority for Electrical Energy and Gas (Autorità per l’Energia Elettrica e il Gas) concerning 
updating sales prices applied to the civil market (Resolution no. 248/04 and following). 
 
On 12 December 2006, the parent company was admitted for listing on the Italian Sedex Market 
(MTA), STAR segment organized and run by Borsa Italiana S.p.A.. 
 
Assets 
 
Ascopiave operates mainly in the sectors of distribution and sales of natural gas to end users. 
The Group manages the distribution service in 155 Municipalities (administrative districts) in the 
Veneto, Friuli Venezia Giulia, Lombardia and Emilia Romagna regions , through a network of over 
6,300 kilometres.  
In 2006, the subsidiary company Ascotrade S.p.A. has sold over 790 million cubic metres of gas, 
confirming it as one of the main operators of the sector at national level. 
The Group Ascopiave also operates in sectors related to the core business, such as sales of electrical 
energy and heat management. 
 
Strategic objectives 
 
Ascopiave is proposing to pursue a strategy focused on the creation of value for its stakeholders, by 
maintaining the level of excellence in the quality of services offered, in respecting the environment 
and social groups, to increase the value of the field in which it operates. 
The Group intends to consolidate its leadership position in the gas sector at the regional level and is 
looking to reach a prominent position also at the national level, taking advantage of the 
liberalization process currently underway. 
In that sense, Ascopiave follows  a development strategy the main guiding principles of which are 
dimensional growth, by upstream integration in the sector, by diversification in other divisions of 
the energy sector  synergic with the core business, such as cogeneration and sales of electrical 
energy, and by improving operative processes.  
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The structure of the Ascopiave Group 

 

The table below gives the company structure of Ascopiave group as on 31 December 2006; the 
group operates across 4 companies. 
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The natural gas market 

 
The general economic context 
 
The increase in the cost of raw material at the international level 
 
In 2006 the international economy has grown at a steady rate, driving energy demand especially in 
economically emerging countries. 
In the course of the year, the Euro has continued its tendency of strengthening against the dollar, 
due both to the slowing down of the American economy as well as to the persistent imbalance of the 
US Trade Balance. In 2006 the exchange rate of Dollars / Euros has increased, registering an annual 
average of 1.26 dollars to the Euro, higher than the average of 2005 and 2004 (1,24 dollars per 
Euro). 
The strengthening of the Euro and the reduction in energy prices in the last part of the year however 
have slowed down the rising inflation which in Euro zone has been established at a tendential 2.1%.  
 
In 2006, the prices of Brent have been very volatile and subject to ample fluctuations. The yearly 
average has been established at 65 dollars a barrel approx, recording an increase of +19.8% as 
compared to the 2005 average and 70.4% as compared to the 2004 average. 
The increased prices and the exponential growth in oil prices recorded in recent years are dependent 
on both structural and contingent causes, which can be referred to as economic and geopolitical 
factors .  
 
Prices 2006 2005 2004 
Brent yearly average price (dollars per barrel) 65,1 54,4 38,2 
Yearly average exchange rate Dollar / Euro 1,26 1,24 1,24 
Brent yearly average price (euro per barrel) 51,9 43,7 30,7 
 
The international prices of gas on the basis of long term supply contracts are to a large extent linked to the price of 

Brent, through the formula of predefined indexation. For this reason and until a decoupling of the prices of gas in 

comparison with that of oil prices (“Gas to gas competition”), the price tendency of Brent is a significant indicator of 

the tendency of the prices of the entire energy product market. 

 
The interventions of the Authority for sterilization of international price rises 
 
To sterilize the impacts of the rise in costs of raw materials recorded in the international market and 
to prevent an equivalent transfer of these to the prices  paid by the end customer, in the two year 
period of 2005-2006, the Authorities intensified their own regulatory activities modifying the price 
indexation criteria with the effect that, in the opinion of the companies in the sector, they have 
brought high penalties to the Italian gas system.  
In opposition to the real dynamics of the market, the forced squeeze marginalising the enterprise 
induced by new price mechanisms, has in fact presumably provoked a discharge of gas from the 
national market, obviously poorly viewed by the big international operators, who have preferred to 
divert their available funds to more remunerative markets; secondly, it has fed “competitive 
contradictions”, as in the case of “fully free” segments from some time ago, which have been 
constrained to endure prices of gas higher than those destined to the so-called “protected” market 
sector. 
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For this purpose, it is observed that, in general, any intervention of the regulator that goes against 
the grain of the operators’ economic advantage logic, rather than stimulating greater competition in 
the market promotes, on the contrary, the continuation of the current monopolistic rigidities of the 
system. 
 
A vast amount of economic literature has laid emphasis on the dangers arising from a persistent 
regulation of prices in liberalized markets. In the context of a market characterized by ample 
liberalization of demand, unaccompanied by an efficient development of competition on the supply 
side, strong pressure on prices induced by the regulator represents an insurmountable barrier to the 
entry of potential new players on the market, constituting in fact a stimulus to maintain the status 
quo, with the risk of further strengthening existing operators. 
 
Despite three years having now elapsed since the complete liberalization of the market, the paradox 
remains that the Authorities have retained all their prerogatives as regards price regulation, in virtue 
of the ambiguous purpose of “enabling a gradual, correct move to full market liberalization”. It 
must be considered that, beyond the demanding requirements for the protection of the poorest 
section of the population, a continuing price regulation only or prevalently aimed at containing the 
inflationary impact of increases in international energy prices could have very negative implications 
for Italy, delaying the development of the import infrastructure and a consequent real opening up of 
the market. 
The European Union has put Italy in default for their lack of a complete integration of the directive 
on electrical energy and gas, contesting the very persistent regulation of retail prices. 
 
Liberalization of the gas market in Italy  
 
Both the operators in the sector and also the independent institutions of economic research, as well 
as the aforementioned regulatory body, recognize that the effective liberalization of the gas market 
in Italy is in a markedly less advanced phase with regards to that of other energy divisions. 
The more important critical factor preventing a real opening of the market is the lack of an import 
infrastructure which, limiting an expansion of offer faced with a growth in demand, keeps the 
market in a situation of low liquid assets and prevents the triggering of real price competition that 
would benefit end users. 
 
To promote the liberalization of the market, some also consider it appropriate for transport and 
warehousing activities to be carried out by a neutral system operator, that manages transit rights, 
even cross-border, independently of the interests of national and foreign operators who operate in 
the supply phases. 
 
Infrastructural inadequacy of the gas system in Italy 
 
One of the problems that has been debated for years in our country is the inadequacy of storage, and 
sourcing gas from abroad.  
If the increase in costs of energy products at an international level represents a situation that 
burdens the majority of national productive systems, the infrastructural problem is a specific 
element of our country that causes its productive system and consumers a further cost. 
The solution to this problem depends to a great extent on the willingness of national politics to 
adopt adequate measures to encourage operators to invest in new storage and import plants. 
In this perspective, the Government’s initiative to institute a control house under the chairmanship 
of the Council is to be applauded. It would guarantee better stability in the administrative and 
procedural context, in a way that new investments in the transport and regasification infrastructure 
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may be carried out within a reasonable timeframe. However, this endeavour does not yet seem to 
have produced significant results. 
 
The problems connected with the scarce capacity of operative stocking and with equally scarce of 
transport capacity available on the pipeline connecting the Italian system with overseas pipelines, 
were felt in a dramatic way in the winter of 2005-06, bringing to the forefront of political debate the 
urgent need for a rapid adaptation of the Italian gas system to diversify the supply sources and 
ensure supply security. 
 
In the winter of 2005-06, structural causes such as the increase in demand, reduction in national 
production, infrastructural inadequacy for import and storing, along with contingent causes, such as 
the particularly harsh climatic conditions, the increase in demand of the thermoelectrical sector 
owing to a particular price crisis and the cut in supply from Russia, made it necessary to use 1.2 
billion cubic metres of strategic reserve gas that, without recourse to the emergency measures 
adopted over the year, could have amounted to 3.3 billion cubic metres. 
 

To cope with such a situation, the Ministry of Economic Development and the AEEG have started a 
series of emergency measures. The Ministry has proceeded to put in place measures such as: the 
obligation to maximize imports, interruption of supply of “dual fuel” and “interruptible” type to 
industrial and thermoelectric clients, reduction of gas consumption needed for civil usage (reduction 
of one degree centigrade of the default temperature in domestic buildings). In anticipation of a 
possible new climatic emergency for the winter 2006-07, in August, the Ministry published two 
decrees and in December the new “Emergency procedure for the national natural gas system” 
ordering among others: 
• the reconstitution of stocks for the modulation service, by maximizing intake; 
• the maximization of imports entering national networks connected to foreign gas pipelines; 
• the obligations of the AEEG to enact measures relating, for example, to the maximization of gas 
intakes for storage (Resolution 189/06) and to the definition of incentives for gas importers of spot 
type in the winter period (Resolution 134/06); 
• the obligation for the sales companies having industrial customer linked to the transport network, 
to maintain in their portfolio a specific share of interruptible volume. 
 
The mild climate in the fourth quarter of 2006 and in the first months of 2007 has prevented the 
occurrence of a new crisis (till today some measures scheduled in the emergency procedure, such as  
the suspension of supplies to interruptible customers, have not been applied) but, beyond thermal 
effects, the market remains structurally “short”. 
The situation appears destined to further deteriorate in coming years, in as much as the country has 
decided to focus on gas as the main source for the production of electrical energy; faced with the 
growth in demand for the creation of new turbo gas stations, in the short to medium term, sufficient 
growth in supply cannot be relied upon, as the creation of new import infrastructures and storage 
still needs many years to be completed and begin operations. 
 
The demand for gas in 2006 and its supply coverage  
 
In the solar year 2006 the gross internal consumption of gas in Italy was 84.4 billion cubic metres (source: Ministry of 

Economic Development). The national demand for use per segment is given below: (source: Snam Rete Gas).  

- residential and service industry: 29.9 billion cubic metres; 

- industrial: 19.5 billion cubic metres; 

- thermoelectrical: 32.1 billion cubic metres; 
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- other: 2.9 billion cubic metres. 

 
The reduction of demand as compared to the previous year has turned out to be 1.8 billion cubic 
metres (-2.1%). The reduction is concentrated in the residential and service sectors (-6.6%), whose 
consumption of natural gas have been affected by mild temperatures recorded in the last months of 
the year, and in the industrial sector (-5.0%), where a decrease of consumption has been shown in 
divisions with higher energy intensity. The growth trend in consumption by the thermoelectrical 
sector has continued in 2006 also (+4.5%), owing to the increase in the production of electrical 
energy by the power stations that use natural gas. 
 

Demand for gas has mainly been covered by recourse to import sources. The reduction of national 
production (-9.6%) has been more than compensated for by higher imports (+5.4%), which in 2006 
reached the level of 77.4 billion cubic metres.  
 
 
 
 
The central importance of ENI for the reliability of Gas supply in the country 
 
The Eni Group represents today the most important Italian player in a position to move on the 
international markets and guaranteeing the reliability of Gas supply to our country, continuing to be 
the privileged trading partner of big foreign producers, particularly Russian and Algerian. In 2006, 
Eni concluded some new agreements both with Sonatrach and Gazprom, confirming its central role 
in the Italian market for the near future. 
On 14th November 2006, Eni and the Russian Gazprom signed a strategic partnership agreement 
that provides for the creation of “an international alliance that would allow both companies to carry 
out common projects in downstream, midstream and upstream activities, and in technological co-
operation”. 
Within the downstream and midstream activities, Eni has assured Russian Gas supply up to 2035, 
while Gazprom has been guaranteed access to the Italian market from 2007 at increasing levels until 
reaching 3 billion cubic metres in 2010 and for the remaining validity period of the contract. 
Within the upstream activities, Eni has been guaranteed the possibility of actively entering the 
sector of exploration and production of natural gas and hydrocarbons in Russia, while within the 
area of technological co-operation, the two companies have agreed to jointly develop projects of 
great relevance that would be implemented both in the Russian territory and abroad. These are 
mainly contracts of strategic interest that would be expanded in the sector of long distance transport 
both of natural gas and liquefied natural gas. 
The agreement represents a means of fundamental importance for ensuring the reliability of Natural 
Gas supply to our country, in view of the inevitable increase in energy requirements over coming 
years. 
Eni is today proving to have a prominent position in all the phases of the gas industry. 
 
The strategy of gas exporting countries 
 
In recent years, the governments of gas exporting countries have attempted to draw up agreements 
that profit from their advantageous negotiating position, planning their own initiatives in the sector 
and pushing national manufacturing companies to do likewise. In August 2006, an alliance was 
concluded between the Algerian Sonatrach and the Russian Gazprom, the two principal suppliers of 
Gas for Europe, which could impact negatively on the European system, weakening the negotiating 
power of purchasing countries. 
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The large foreign gas producing companies have for some time been outlining a strategy that has as 
its main objective the direct access to the downstream market of consumer countries, skipping the 
intermediation of the existing national companies to acquire a significant share of their profit 
margins. In that sense, the large international producers are pursuing a strategy of downstream 
integration in the industry, which is developing in the opposite direction to the average Italian firm 
which, remaining confined within the downstream market, are trying to integrate themselves 
upstream vertically. Given the complementarity of their interests and their strategies, the course of 
the large international operators and that of the average Italian distributors is predictably destined to 
converge  
Given the imbalance of power among the Italian companies and the foreign giants, who carry out 
their activities in generally monopolistic conditions, it is probable that convergence will be 
prevalently in favour of the latter, with the result of a progressive reduction of national entities’ 
margins and a slight drop in prices for end consumers. 
In order to avoid precisely such a prospect, the Italian government – and similarly other European 
governments – continue to stall the process of weakening the position of national entities, thinking 
that the country’s system is more protected by a supply market in which equally monopolistic 
subjects compete with one another, rather than by a market in which, by virtue of internal 
liberalizing legislation, a foreign monopoly on the supply side is met by a national demand 
composed of a plurality of subjects of reduced sizes.  
However, this attitude appears mistaken and, in the long term, ineffective. 
In recent months, a strong possibility is emerging that the major gas producing countries (including 
Algeria, Russia, Iran, Qatar and Venezuela) intend to form a cartel, with a view to influencing the 
international gas prices. 
It is clear that the European national entities or single states are absolutely not in a position to cope 
with such a scenario. The possibility of an efficient response could come only from an energy 
policy that has at least a European respite that treated import conditions on a par with foreign 
players and which at the same encourages the formation of a competitive internal market.  
 
Demand prospects for Gas in Italy  
 
 Natural gas meets over one third of the demand for primary energy sources of our country arising 
from residential, services and industrial sectors. 
In the last decade, natural gas has assumed a growing role in thermoelectrical production. Use of 
increased efficiency conversion technology, low financial commitment and especially the 
environmental impact involved therein are some of the factors that have determined the success of 
natural gas compared to other energy sources. 
It is precisely for this reason that growth rates for gas demand recorded in recent years are very 
much higher than those for both the progression of the gross domestic product as well as energy 
demand on the whole. 
 
The demand for gas in the near future is expected to grow although the dynamic will depend upon 
other fundamental factors such as the demographic and economic evolution of the country, 
structural evolution of the productive division, growth of the electrical sector, the composition of 
electricity production  and the effects of the energy saving actions. 
 
According to AIEE estimates (Associazione Italiana Economisti dell’Energia), the national demand 
for natural gas will reach, by 2010, the level of about 93 billion cubic metres, climbing to 102 
billions in 2015. 
Snam Rete Gas has formulated similar forecasts, estimating a demand level equal to 95 billions of 
cubic metres in 2010 and 106 billions in 2015. 
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The growth shall be in primis connected to the evolution of demand for electrical energy. 
The development of the thermoelectric sector seems to be led by the increasingly firm position of 
the technology of an electrical production cycle combined with natural gas (CCGT) which in future 
will exceed production by fuel oil (economically unsuitable), by coal and by other low value fuels 
(characterized by a strong environmental impact, low social acceptability and a high industrial risk 
connected to the huge amounts of capital required). Hydroelectric production, nearing the full 
exploitation of its potential, and production from renewable sources, considering the small 
quantities at stake, do not seem to be in a position to sustain adequately the growth in energy over 
the coming years. 
 
The strong growth of demand for gas over coming years, accompanied by the simultaneous drop in 
national production, which is expected to decrease from the current 11 billion cubic metres at a rate 
of about 1 billion cubic metres a year (AIEE), will be decisive in a field that is increasingly 
dominated by foreign imports requiring further interventions to strengthen existing infrastructure. 
Considering the strengthening of pipeline installations planned by ENI and the start up of the new 
Rovigo regasification terminal, the natural gas import capacity of our country could prove 
insufficient to meet the growth in demand, once again making the development of further capacity a 
matter of urgency. 
Yet it must be specified that numerous projects destined to increase subsequently the import 
capacity of Italy (new infrastructures via pipe and new GNL terminals) are on the table. If the 
projects presented were all put into operation, it would lead to networks having a surplus capacity 
as compared to the real internal requirements.  
 
Yet in a context characterized by better “liquidity” our country could take the opportunity to go 
from being a net gas importer country to that of a Transit country (or “hub”) to the European market 
in virtue of the estimations that point to a supply deficit (AIEE, Eurogas) of the order of 50 billion 
cubic metres in 2010 and of 125 billion cubic metres in 2015. 
 
The timing of infrastructural investments (gas pipelines, re-gasificators and storage sites) is 
however such that the “management” of at least the coming winter (2007/2008) could be critical.  
 
The development of new infrastructure/new capacity could create import opportunities for “new” 
operators in a potentially competitive context.  
 
Development of infrastructure 
 
The transport capacity available for the beginning of the thermal year 2006-07 totals 297.5 million  
cubic metres standard to date (+2.8% as compared to the beginning of the thermal year 2005-06). 
The increase is attributable to the entry points of Gela (+12.9%), of Mazara del Vallo (+2.8%) and 
of Tarvisio (+ 2.5%), thanks to some sections of increased capacity that are currently under 
construction on the existing infrastructure. The available capacity has permitted to meet the demand 
of the consumers with a saturation level of 88.1% (based on Snam Rete Gas data). 
From 1st January 2007, the capacity has been subsequently increased through the inauguration of 
sections of increased capacity for about 15.4 millions of  cubic metres standard to date,  relating 
mainly to the entry point of Tarvisio (+11.2%) and of Mazara del Vallo (+4.4%).   
Further increases in infrastructure capacity are anticipated to begin in October 2008, both on TAG 
(+ 6.5 billion cubic metres /year), as well as on TTPC  (+6.5 billions cubic metres /year).   
 
 
 
Methane pipe-lines connecting with overseas pipelines. 
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As previously stated, there are several plans for the construction of two new gas pipelines to 
connect with overseas pipelines, which would be enable high capacity transport, of the order of 6-
10 billion cubic metres yearly: 

(i) the gas pipeline IGI (Italy Greece Interconnector) would connect Greece and Italy (Puglia), allowing the 

import of gas from the Caspian Sea and from the Middle East, where the largest world gas reserves are found. 

The construction of the pipeline should begin in 2008 and completed in 2011; the planning company for IGI  is 

owned 50% by Edison and 50% by the Greek company Depa; 

(ii) he GALSI pipeline, whose completion involves laying about 1470 km of piping, would connect Algeria with 

Italy through the Algerian territory, the Mediterranean, Sardinia and the Tyrrhenian Sea up to Tuscany, where 

it would come out at Castiglione della Pescaia. The project is overseen by the GALSI consortium, comprising 

Sonatrach (the Algerian national gas company), Edison, Enel, Hera, Wintershall and the Progemisa and SFIRS 

companies, controlled by the Sardinia Region. The transport capacity of the gas pipeline, equal to about 10 

billion cubic metres of natural gas in a year, would be in part intended for the supplying methane to Sardinia 

(about 2 billion cubic metres of gas per year) and in part intended for the Italian and European markets. The 

executive design of the pipeline will be completed by 2007, the completion of the works will to take place 

between 2008 and 2009 and the first supply of gas by 2010. 

(iii) the TAP (Trans Adriatic Pipeline) gas pipeline would connect Italy with Albania, guaranteeing the import of 

gas from the Middle East and the interconnection with other gas adduction pipelines from Russia. 

 

While the IGI pipeline is at the planning stage, the other two are in the feasibility study phase. IGI 
and GALSI have been defined “Projects of European Interest” by the European Union. 
Ascopiave looks with particular interest to the completion of GALSI, having succeeded in 
achieving the important outcome of an import contract with the Algerian company Sonatrach (500 
Billion cubic metres/year for 15 years). 
 
Regasification terminals 
 
As regards the regasification terminals, with equally considerable capacity, there are eleven 
advanced projects: Porto Viro (Rovigo), Ravenna, Brindisi, Taranto, Trieste, Zaule (Trieste), 
Livorno, Rosignano Marittimo (Livorno), Priolo Gargallo (Siracusa), Porto Empedocle (Agrigento) 
and Gioia Tauro (Reggio Calabria).  
 
Currently, in Italy there is only one regasification terminal (at Panigallia, La Spezia). This has a 
rather modest import capacity and is owned and managed by GNL Italia, a company totally 
controlled by Snam Rete Gas. Currently, thanks to the drop in cost for the completion of 
infrastructure and transport networks necessary to the industry’s operation, regasification has 
become a seriously competitive supply alternative as compared to the methane pipeline and is, thus, 
attracting the attention of many operators.  
Yet, apart from cost competitiveness, many national and international operators of the sector see the 
recourse to the regasification infrastructure as the most efficient way to directly access the end user 
market, bypassing the obstacles presented by the limited transport capacity available on the import 
gas pipelines networks. Such projects are in fact basically motivated by the operators’ demands to 
draw up direct supply contracts, bypassing the objective difficulties in access to international gas 
pipelines networks, in many cases controlled by competitive up-stream players.   
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With the general interest of the country in mind, the enlargement of the import capacity through the 
construction of new regasification terminals would allow to diversify foreign supply sources, 
weakening or easing dependency on the current country suppliers and thus diminishing the risks 
linked to the possible geopolitical crises that may involve them. 
Given that the diversification of sources constitutes a fundamental priority objective of the national 
energy policy, the GNL projects should be appropriately supported at the political level as well. 
 
This important national objective is unfortunately meeting resistance among local administrations, 
which have generally expressed reservations with regard to the dangers of the plants for the 
environment and public safety. 
Considering current standards, the consensus of the regional administrations represents an 
unavoidable condition for the completion of the regasification terminals.  
In fact, the authorisation process is a state matter, but for its conclusion, the agreement of the 
concerned Region is necessary. In regions with special status, in addition, the authorisation process 
for the on-shore terminals is entirely under regional competence. The seven regions today 
concerned by initiatives for the construction of terminals had no regional energy policy prior to 
these initiatives. Today only 5 out of the 7 concerned regions have dealt with the matter in regional 
energy plans or specific directives. 
 
As on 31st December 2006, of the eleven projects in progress, only three have concluded the 
authorisation process (Porto Viro, Brindisi and Livorno).  In total, these represent a yearly transport 
capacity of about 20 billion cubic metres, in a position to significantly increase gas supply to the 
country. Of the eight initiatives with proceedings in the planning stages, seven are in the phase of 
carrying out the environmental impact study, under the Ministry of Environment and Protection of 
Territory (Ministero dell’Ambiente e Tutela del Territorio).  
Seeing that in the regions, the principle of “maximum one regasification terminal” is valid, many of 
the projects today being studied can be considered among their alternatives. In that sense, for the 
Puglia region, the Brindisi terminal can be considered alternative to Taranto, for the Friuli Venezia 
Giulia region, Zaule would be alternative to Trieste, for the Sicily region, Porto Empedocle would 
be an alternative to Priolo Gargallo and the Tuscany region, Livorno would be an alternative to 
Rosignano Marittimo.     
 
In addition to the authorization difficulties, the efficiency of the GNL projects may be endangered 
by the current limits of liquefaction capacity in countries of origin. Today, it does not seem easy to 
sign agreements with producers to obtain the capacity needed to meet all projects current being 
studied and, for this reason too, it is probable that only some of these will actually be completed. 
 
Of the three terminals authorized, that of Porto Viro (sponsored by Edison, Exxon Mobil and Qatar 
Petroleum) is the only one in completion phase. At the end of 2008, it should begin operations with 
a capacity of 8 billion cubic metres per year. The gas arriving at the terminal will be from Qatar. 
Conclusion 
 
The new projects for national import capacity enlargement are all sponsored by national or foreign 
competitors of ENI and thus, if completed, would contribute to weakening ENI’s position in the 
upstream, increasing competition in such a crucial segment of the sector, with benefits expected in 
the costs for the end customer. 
Undoubtedly, not all of the projects in progress will actually be carried out because this would 
establish an overcapacity of import that, for the system, would be economically untenable.  
 
Opportunities for the Ascopiave Group (Group Ascopiave) in the up-stream  
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The Ascopiave Group (Il Gruppo Ascopiave) intends to take full advantage of the opportunities that 
will appear from the scenario outlined above, pursuing a strategy clearly aimed at the integration in 
the upstream phase, in order to ensure continued security in the supply of raw material, reduction in 
costs and competitiveness in the market.  
The current possibilities are many and Group may constitute an interesting strategic partner in the 
development of initiatives in the upstream. 
The Group may assure an important and stable exit market for the imported gas, disposing of 
sufficient financial resources (due to the Group’s listing on the Stock Exchange) to participate 
significantly and directly in the import capacity enlargement initiatives currently in progress.      
When evaluating the industrial risk connected to such initiatives, it is necessary to consider that if 
the Italian system is characterized, in future, by an capacity excess in comparison with the national 
requirements, it would still be possible to use the margins available for exports to other 
neighbouring European countries.   
The initiatives that Ascopiave intends to evaluate are situated in a European perspective rather than 
only national. In that sense, a better uniformity of the European regulatory board would be 
desirable, capable of promoting the effective integration of markets, with the constitution of a single 
authority at community level. 
 
The privatization of Snam Rete Gas 
 
One of the obstacles in the formation of a competitive structure in the upstream segments of the 
industry is the control exercised by the dominant operator over the companies that manage the 
national and international transport networks.  
To promote conditions of free access to national transport networks and to create conditions of 
better transparency of specific management costs of the activity, Act no. 290/03 has established that 
companies operating in the manufacture, import, distribution and sales of natural gas can hold, 
directly or indirectly, shares representing over 20% of the capital of companies which own and 
manage the national gas transport networks. 
This avoids companies which conduct import activities taking advantage owing to the control that 
they exercise over the transport company. As a consequence of such a norm, ENI will have to 
progressively reduce its investment share in Snam Rete Gas (currently equal to 50.04%), handing 
over it to the market or to other companies of the sector.  
 
Even if this action does not result directly from the Act, in order to make the management of 
transport networks independent of their users, surrendering the share favours players who do not 
operate in the natural gas import markets or, at the very least, would have to take sure a reduced 
proportion of shares that, even if they were underwritten by operators of the sector, it would not 
give the latter joint control of the company. Such control in fact could lead to serious distortions of 
the market and of competition in the supply sector. 
To promote the opening of the market in the upstream phase, it could be useful to place the Snam 
Rete Gas capital under a selection of national industrial operators, and, as a complement, reserve a 
significant part of the allocation to institutional investors and to small shareholders. 
 

The Act had defined a deadline for the privatization of the company which, having initially been set for 1st July 2007, 

was first deferred to 31st December 20089 by the Finance Act for 2006 (Act no. 266/2005), then successively extended 

to 31st December 2010 by Finance Act for 2007 (Act no. 296/2006). 

 
The strategy of the downstream operators 
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With liberalization, the scenario is deeply changed in which the downstream operators of the sector 
move. 
As far as sales activities are concerned, it is presumable that the reduction in margins in the medium 
term would drastically reduce the number of operators in a position to ensure favourable supply 
conditions of the raw material and, therefore, in a position to formulate competitive commercial 
proposals.  
The critical success factor for any seller in the end market is the possibility to enjoy adequate levels 
of autonomy in gas supply. The upstream integration in the industry represents thus the more 
important and unavoidable objective for those companies that aspire to remain in the market in the 
long run. 
The operators that succeed in gaining direct access to the supply sources, arranging multi-year 
supply contracts, thus ensuring reliability and competitiveness in the supplies of raw material, 
would in addition be able to carry out an important role as aggregator players. It is considered in 
fact that the opening of the upstream market will accelerate the process of consolidation underway 
in the sector, allowing more competitive companies to increase their own market share at the 
expense of the companies that would remain restricted to a role of mere vendors.     
 
Distribution of gas 
 
The distribution activity represents the main activities of the Group in terms of contribution to  
company revenues. Below you will find some indications and figures on the evolution of the sector, 
with particular regard to the results determined by the first call for tenders for the service. 
 
For this purpose, it is necessary to note how the opening of the gas distribution market has for the 
moment produced an accentuation of the traditional fragmentation of management, manifesting a 
tendency that goes against what is desirable. It is evident that, in a market where critical mass 
prevails, fragmentation leads either to an increase in management costs, with the risk, in the 
medium term, of negative repercussions on price levels, or alternatively, to a worsening of 
qualitative service levels.  
The introduction of competitive mechanisms, along with strengthening the mid-sized companies 
and thus creating a more modern and efficient sector structure, has for now increased the number of 
managers, and this is also thanks to the complete absence of regulation for the tender procedure. 
 
It seems that the risks deriving from the lack of competition regulation and from managerial 
fragmentation have been brought to the attention of the Government and, as such, the proposals put 
forward by the Bersani Bill – referring to the section on the normative framework – seem worthy. 
 
The fragmentation of the management of distribution networks represents a problem, both for 
guaranteed levels of service reliability, and for its possible negative impact on the degree of 
openness of the market. The fragmentation in fact could represent a serious obstacle to the total 
liberalization of the gas market, given that it would weaken the observance of the law in defence of 
free and transparent access to the infrastructure by all players operating in the liberalized areas of 
the industry. 
 
In general, if the opening of the distribution market  represents an opportunity for the end customer, 
it should also be recognized that, if not adequately regulated, this could lead to serious risks of 
decline in the quality of service, especially with regards to the safety in the running and creation of 
installations. 
In order to ensure the reliability and continuity of service, both when the installation construction is 
completed, as well as in the successive interventions of strengthening or substitution, the distributor 
must use materials, devices and proper equipment and in respect of the regulations in force; in the 
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operational phase, the distributor must however carry out large scale control and maintenance 
activities (controlling the network feeding point, reduction groups, odorization, cathodic protection 
potential of the steel piping, pressures in network, locating and elimination of gas leaks, etc.); 
In some cases, in which this is necessary for safety reasons, the distributor must also act to stop or 
suspend the supply of gas to end customers linked to the network. In general, once the plant is 
activated, the safety consists of preventing possible accidents from gas and in the timely and 
efficient management of rapid intervention. 
 
In the absence of precise safety rules, the companies tend to neglect such aspects, especially in 
presence of both a regulatory and a market context in which high importance is given to the 
recovery of efficiency.. For this reason, it is necessary that the service price regulators – both by the 
national regulator as well as, indirectly, by local entities, through the imposition of particular 
obligations during competitions – be combined with an attentive regulation of non-economic 
aspects, such as ease of access to the service by new customers, facilities for less well off 
customers, the guarantees in terms of environmental protection and, still further, safety, that is 
rightly considered  the main factor of distribution quality.. 
A regulation only of prices would favour in fact company management policy that is not interested 
in the levels of supply quality, stimulating the entry of new players into the market who, having 
limited experience in the sector, make up for scarce managerial competence with economically 
aggressive supply policies. 
 
The Authority itself appears to be aware of the fact that, as the market turns towards concessions 
and service allocations, and in the presence of price mechanisms that provide for updating the costs 
sustained and reflected in pricing through the price capping method, it is becoming necessary to 
avoid that the recovery of efficiency required of the distributors be obtained prevalently through the 
continued reduction of costs to guarantee the reliability of the service. To obtain such a result it 
would be appropriate to introduce some predefined constraints to the destinations of the resources 
needed to finance reliability, to avoid them being deducted and corroded by overly-onerous price 
mechanisms (overly onerous in terms of the expected recovery of productivity) or, to a greater 
extent,, by unsustainable fee levels paid to local government for the concession of service.   
 
To conclude, although it is right to provide competitive rules, even for infrastructure management 
activity, it is still considered that the drive to liberalisation would be most concentrated on the 
upstream supply activities of the industry, because what is liberalized is first of all access to the 
import sources of gas, rather than the pipes that transport it. From liberalization of the imports, one 
can expect benefits in terms of savings in prices paid by the end customer, while the distribution 
prices, which represent a marginal share of the whole price, are already regulated by the Authority, 
which anticipates for their progressive reduction, which will price revision mechanisms based on 
the expectations of important recoveries of efficiency.  
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The normative framework 

 
National Legislation 
 
Over the course of 2006, the Government presented to the house two bills pertaining to regulation 
of the energy sector and public service sector that contain many relevant intervention possibilities.   
 
Bersani Bill 
 
The above said Bersani Bill (d.d.l. n. 691 dated 25 May 2006) has the aim of boosting and 
completing liberalization of the energy market, and for the adoption of measures for rationalizing 
supply, energy saving and renewable sources. 
The bill delegates the Government to adopt, within an agreed time frame: 

(i) one or more legislative orders for the completion of the liberalization process of the gas sector in compliance 

with European Directive 2003/55/CE dated 26 June 2003, relating to the common norms for the natural gas 

market; 

(ii) one or more legislative orders for reform of public operators in terms of energy efficiency and development of 

renewable resources.  

 

The legal draft contains many important clauses, which could have profound impacts on the 
structure and on the competitive dynamics of the Italian energy market.  
Particularly noteworthy, among others, are the following clauses which delegate the Government: 

(1) to introduce, where necessary, limits to the stock participation or forms of ownership separation between the 

transmission activity of electrical energy, transport and storage of natural gas and the production activity, 

supply and sale of electrical energy and natural gas; 

(2) to promote the operations of territorial aggregation of the distribution activity, for the reduction of distribution 

costs, by identifying, on the basis of efficiency criteria, minimum catchment areas; 

(3) to define the indicators and the criteria used to evaluate tenders for the service of distribution of natural gas, taking 

into account the principles in paragraph 6 of Article 14 of the legislative order 23rd May 2000, no.  164. 

 

The possible ownership separation discussed in point (1) would affect deeply the market structure. 
In the current situation, in fact the management activity of the infrastructures those of supply are for 
a fact managed b y the same economic players, and so would force them to come out from crucial 
phases of the productive industry. Although conceived as an instrument for strengthening the 
process of liberalization of the market, a possible ownership separation could have undesirable 
repercussions contrary to the purpose, in cases where it appears to be a brake to the development of 
new infrastructures. Such circumstances, favouring the status quo, would contribute to safeguarding 
the position of the dominant operators, delaying the development of the tender and the opening of 
the market. 
To ensure the tertiarity of the infrastructure management, it could be sufficient to introduce limits to 
investments in management companies, thereby compelling the dominant operator to give up part of 
their own equity shares to other operators in the market.  
As far as point (2) is concerned, the intention to promote aggregation operations in the gas 
distribution sector through the identification of optimal catchment areas is absolutely worthy; to be 
able to launch calls for tenders only in a sufficiently vast territory would mean the setting up of 
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regional Authorities similar to the case of the water sector, standardizing the expiry dates for 
concessions in force within identified regions.  
The advantages this would bring to local entities and for the functioning of the distribution system 
on the whole are evident. For the functioning of the system, it would bring the following 
advantages: 

1) an optimum service organization is favoured, allowing companies to reduce management costs (economy of 

scale), already stated as indispensable for a continuous reduction of the distribution prices, to the benefit of the 

citizens and  the productive system. 

2) the interconnection of plants increases the reliability of the supply of service; 

3) the presence of few operators of a reasonable size makes it more likely that they will observe the rules in place 

to protect a free and transparent access to the infrastructure by the players operating in the liberalized phases of 

the industry (gas sales to the end customer). 

 

For the local entities the advantages would consist of: 
1) more efficient management of the phases of organising the calls for tender. Today the communes entrust the 

organization of the bids to foreign consultants who do not often possess the necessary technical competence. 

Such choice depends also on the cost reasons. If the bids are organized at the Regional Authority, the 

organization would be taken care of more and the costs proportionally less; 

2) better control on the observance, by the agent, of the obligations assumed during the offer. Today the 

commune, singly engaged, does not possess the resources suitable to carry out such control; 

3) possibility to level out the imbalances between communes,, guaranteeing a homogenous service provision 

across of the region. From an economic point of view, not all communes receive or are destined to receive the 

same interest from the operators. Each Municipality in fact, according to its geographic and economic 

characteristics, presents a different level of profitability of service. The communes with more profitable 

management are evidently in a position to gain better economic conditions during the bid, while those with less 

profitable management are surely treated more unfairly. The management of the service at Single Regional 

level would smooth out such differences, allowing the citizens of the geographically and economically more 

disadvantaged communes to have the same rights and costs of access to the service as others. 

 

Finally with regards to point (3), the willingness of the Government to define the criteria for the 
valuation of the offers within the context of bids for gas concession appears absolutely appropriate. 
Currently the criteria are defined in almost autonomous way by the communes, that are sensitive 
especially to the demands to maximize their economic return under the form of concessional rental 
receipts, neglecting the aspects of the development, reliability and good functioning of the service.  
The Authority for the Electrical Energy and Gas (L’Autorità per l’Energia Elettrica and il Gas), for 
this purpose, has suggested that the “better economic conditions […] represent certainly one of the 
elements for evaluating a bid for the provision of distribution services and are an integral part of the 
consequent service contract. Still the concession […] to a firm by the local entity has to take place 
on the basis [of other elements] […], such as the level of quality and reliability of the service, the 
investment plans for the development and strengthening of the network and plants, elements to 
which, in the adjudication process of the bid, must be attributed an equal weighting, at least 
comparable with that attributed to the corresponding offer by the distributor […] (Report to the 
Government and the Parliament dated 18 October 2005). We think that the Government must 
intervene on the matter in light of the Authority’s observations. 
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As owner of a public service, the local entity would have to try to guarantee the general interest to a 
quality output and on non discriminatory condition of the service and to this end the bids would 
have to recompense those offer configurations that better meet the demands of the citizens in terms 
of economic conditions relating to supply, quality and reliability. 
The national standard would therefore have to guarantee that the local titular entity of the service 
carries out its own functions in a manner consistent with such objectives, ensuring that the benefits 
of the bid for the assigning of the service is resolved to the advantage of the citizens.  
Experience suggests that, in the majority of cases, the demands of the citizens are today largely 
ignored. It is in fact evident that, in current conditions, within the local entity there is a fundamental 
conflict of interest, since it operates both as a regulator – through the predisposition of the ban – as 
well as a co-interest in receiving a direct economic benefit (confessional fee) in contrast with that of 
the users of the service.  
The current practice, that provides for an evaluation of the bid mainly connected to the entities of 
concessional fees offered, is in addition contrary to the principle of distributive justice. In fact, 
through the bidding mechanism, the possible revenue delivered to the allocated managers is 
currently appropriated by the local entities, constituting in fact an implicit tax on the end users of 
the service, that indiscriminately hits all sectors of the population, in violation of the principle of the 
progressive rate of taxation.  
 
Lanzillotta Bill 
 
Another significant intervention, the Lanzillotta Bill, intends to provide for the reform of the 
national normative law that controls the assurance and management of local public services of 
economic importance. The objectives of the decree are mainly those of: 

(i) guaranteeing normative uniformity, or rather to ensure a normative law devoted to the sharing among the 

sectors and territorial ambits of the same criteria of regulation (according to the principles of efficiency and 

effectiveness), necessary for developing multi-utility companies; 

(ii) guaranteeing the promotion of competition; 

a) forcing local entities to choose the administrator of local public services, excepting that of water, through 

announcing a competitive procedure with public evidence; 

b) limiting the recourse to the direct allocation and in-house with “specific and definite case in point”, with 

the intention of facilitating especially the smaller Communes for which the investment in the public bids 

would not turn out to be economically tenable. 

c) excluding the possibility of acquiring the administration of other services or to expand in more territorial 

areas for those players already holders of the public service management not entrusted through bids; 

d) limiting, according to the criteria of proportionality, of subsidiarity and of economic rationality, the cases 

in which the management of the public service is assigned exclusively, with the scope of freeing the other 

service activities of general interest within the local ambit compatible with the guarantee of universality 

and accessibility of entrusted local public service; 

e) allowing the organizations already possessing the concession, managed by local public services, rights to 

compete, until 31st December 2011, for the award of the service they already run. 

 

In the first place, we observe that the claim of the draft act to supply a regulation of the local public 
services sector of economic importance is extremely ambitious. Given that each sector and division 
is characterized by their own technical particularities, the legislative order risks limited application, 
with risks of overlapping and conflict with the specific normative law of the sector.    
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With particular reference to the distribution of natural gas, the sector has a level of technical 
complexity that would be better regulated  through a special normative control (that today exists 
already) rather than by a general normative law on the local public services. 
To come to the specifics of the single dispositions, in general the principle according to which the 
bid would have to represent the normal modality of entrusting of service is worthy and adds nothing 
to what is already provided for by the Law Order (Decreto Letta). The operators of the sector have 
in some way “already interiorized” this important transformation of the functioning rule of the 
market. 
Other decrees appear more debatable, on the other hand. These wish to apply to a range of different 
cases and situations and risk not being adequate for each one. 
For example, the principle according to which the public property of the network guarantees that the 
local authority has better control over planning of investments and the correct development of 
market competition is only partially worthy. To be able to address the development of the 
infrastructure and guarantee a correct competitive process within the management of networks, it 
may be sufficient that the conventions signed between granting public entities and the service 
agency firm provide for the specific clauses that introduce predefined obligations for the service 
managers. 
In the case of the gas sector, in the majority of cases, the development of the distribution network 
has been possible on the basis of conventions that provide  that the firm would assume full 
responsibility for their implementation costs, in exchange for exclusive management rights of the 
same for fairly long periods of time (and already shortened ex leg by Law Order). It is evident that, 
in such a case, ownership of the plants is the responsibility of the management firm and it is yet to 
be proven suitable for local entities to acquire their ownership, further burdening public accounts.  
A clause of the draft legislation on which we express strong reservations is that provided for by the 
preceding letter c). The prohibition for the holders of concession rights to acquire new services and 
to expand their own territorial area is in fact a largely worthy, providing however that it comes into 
force following the transition period, this prevents many companies from growing beyond their 
territorial area favouring the maintenance of the sectorial status quo. In the case of gas distribution, 
such a ban appears both useless as well as contradictory as compared to current regulation 
governing the transitory period.  
As far as its uselessness is concerned, it is observed that the ban would find its raison d’etre in the 
opportunity to prevent firms entrusted rights of service from generating huge profits from the 
directly entrusted management of services and that any profits are used to finance the development 
of new markets that would, however, be open to competition. Such circumstances would constitute 
a distortion of the market and would thus be justly prevented. Now, the possibilities for a directly 
entrusted company of a service to generate huge profits is necessarily linked to the power of the 
entrusted public entities to freely fix the level of service charges. In the case of gas distribution, this 
power is not completely accorded, since applied prices are controlled at the national level by an 
Independent Authority, which incidentally has introduced revision mechanisms of the same that 
take into account the productivity recovery coefficients that are obligatory for the firms. The gas 
distribution firms (or their possible public entity partners) are therefore neither in a position to 
influence the prices of the service nor to generate huge profits to distort the competition for the 
market in other destinations. From this it means that for the gas distribution sector a legal 
prohibition is superfluous. 
As for the conflicting nature vis-à-vis the normative framework of the sector, it is observed that the 
Bill has provided for incentives to companies that increase their critical mass by virtue of merger 
/amalgamation, in the form of extension of the duration of the transition period. If this prohibition 
were introduced by law, the firms could extend their transition period only the at the cost of giving 
up the prospect of growth in the market by participating in the bids for the entrusting of service in 
new territorial areas. Under this profile, the new normative law appears in contradiction with the 
previous one. 
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The proposal contained in the bill seems to ignore in addition the hybrid situation of many 
companies of the sector, which are at the same time holders of both right entrusts as well as 
concessions obtained through bids, or through other competitive procedures. For such firms, it 
would open problems in the application of the proposed regulation which the bill absolutely  does 
not confront.  
 
Budget Act 2007 
 
The Law dated 27th December 2006, no. 296 (so-called Budget Act 2007) has introduced a series of 
tax incentives and tax allowances for all those players who contribute to energy saving with the aim 
of protecting the environment and sustainable development. 
In the context of energy contracts, the law promotes the use of renewal energy sources and of co-
generation providing a series of facilities, such as: 

(i) facilities for the white certificates. Considering that today the Authority has already recorded higher than 

expected savings, the Budget Act 2007 proposes increasing the energy saving obligations of the coming years. 

This translates into an important decrease of energy consumption and consequently in a reduction of polluting 

emissions, equally making it easier to achieve the objectives established by the Kyoto protocol. 

A further new aspect of the Budget Act 2007 concerns the gradual extension of the use of white certificates to 

other companies operating in the energy service sector, including home-based structures; 

(ii) help with using renewable resources. With the Budget Act 2007, the structure of incentive payments for 

renewable resources has been revised which, after liberalization of the energy sector with Law 79/99, is based 

on green certificates. The growth objectives for renewable resources have been raised over the medium to long 

term and incentives will be provided for them depending on the source and technology used; 

(iii) help for cogeneration. In the Budget Act 2007, co-generation is encouraged, or rather the strategy of energy 

saving that provides for the combination of several energy sources (electrical energy and thermal energy) from 

a single source (both fossil as well as renewable). Besides, the criteria for assigning white certificates in case 

of use of this technology have been revised, making them even more attractive. 

 
The regulatory activities of the Authority for Electrical and Gas Energy 
 
In the course of 2006, the Authority for Electrical and Gas Energy issued a series of measures, 
exercising its functions in matters relating to pricing and normative laws. 
 
Distribution tariff 
 
On September, 29, 2004, the Authority issued Resolution nr. 170/04, which fixes the criteria to 
determine the tariffs of the distribution activity for the second regulatory period (from 1st October 
2004 to 30th September 2008). 
In October 2004 some companies and various professional associations appealed to the Lombardy 
Regional Administrative Court to overrule Resolution nr. 170/04, because, with ruling nr. 531/2005,  
it had admitted the requests of some appealers, annulling the ruling in the parts where: 

a) It didn’t contemplate that the Income Constraint was calculated considering the investments 

made by the companies later than the ones considered in the Income Constraint relating to 

the thermal year 2003-2004; 

b) It provided for a percentage of recovery of constant productivity for the duration of the 

regulatory period in order to update the Incomes Constraint. 
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The Authority filed an appeal against the content of point b) to the Council of State, and, after it 
took note of the content of point a), it instituted proceedings with Resolution nr 62/05 to modify 
Resolution nr. 170/04 in the requested manner.  
 
To conclude the proceedings started with Resolution nr 62/05 (contested to the Regional 
Administrative Court of Lombardy by many distributors and professional associations), on 21st 
June 2005, the Authority issued Resolution nr 122/05, which, by completing and altering some parts 
of Resolution nr 170/04, contemplates the tariff acknowledgement of the investments made by the 
companies and which had not already been considered to approve the Incomes Constraint relating to 
the thermal year 2003-2004. 
 

At the beginning of 2006, the Regional Administrative Court of Lombardy definitively dismissed 
the appeal of  Federutility against Resolution nr 62/05 and, with Resolution nr 57/06 issued on 21st 
March 2006, the Authority could approve the distribution tariffs for the thermal year 2004-2005, 
fixed according to the new calculation standards set by Resolution nr 122/05. 
 

On 16th March 2006 the Council of State made a definitive ruling on the appeal by the Authority 
against the Regional Administrative Court of Lombardy’s Ruling nr. 531/2005, and substantially 
confirmed the ruling of the Lower Court. 
The Authority instituted proceedings for the execution of the Council of State’s rulings with  
Resolution nr 109/06 issued on 6th June 2006 and Resolution nr 218/06, issued on 4th October 
2006. 
The Authority, with this Resolution, confirmed the recovery rate of productivity for the year 2004-
2005 at 5%, whereas it established its reduction for the following years of the second regulatory 
period (medium price-cap coefficient: base of 4,6%). Furthermore, the Authority allows the 
companies which distribute gas and which made concentration operations which reduced the overall 
number of companies of the same type and increased the number of served users as from the 
thermal year 2002-2003, to use a price-cap coefficient further reduced and calculable by a 
predefined algorithm. 
 

With effect from 1st December 2003, Ascopiave has carried out a company merger which has 
allowed it to reduce the Group’s expenses. This operation, which took place in the course of thermal 
year 2003-2004, guarantees it the possibility of applying, from the thermal year 2005-2006 and until 
end of the regulatory period, a reduced price-cap coefficient (calculated equal to 3.3% for the 
thermal year 2005-2006 and equal to 3.2% for the thermal year 2006-2007) for the calculation of 
the distribution Income Constraint.  
 

On the date of 7 March 2007, with Resolution no. 53/07, the Authority approved the prices 
applicable by Ascopiave S.p.A. in the thermal years 2005-2006 and 2006-2007, in compliance with 
what is indicated above.  
 
Revision or updating of the component “consideration of wholesale marketing” (CCI) of the sale 
prices. 
 
 Resolution 248/04 therefore seems to have failed once and for all, with general effect, but the 
AEEG’s legitimate claim to adopt similar measures on tariffs has been confirmed, and also to 
exercise the power to intervene again on the matter, even with reparative effects on the present 
repeal of resolution 248/04. Ascotrade, together with other operators of the gas sales sector, has 
contested this resolution before the Lombardy Regional Administrative Court, which, in Order No. 
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182/05 dated 25th January 2005, suspended the effect of AEEG Resolution 248/2004 and later on, 
with sentence 3708/05 dated 6 October 2005, admitted the appeal lodged by Ascotrade. 
The AEEG has thus brought an appeal, with request for suspension, to the State Council to obtain 
the cancellation of the sentence handed down by Lombardy Regional Administrative Court.  
Concerning the first quarter of financial year 2006, the AEEG, with Resolution 298/05 ordered that 
the price revision  would take place according to the terms established by Resolution 248/04. The 
Regional Administrative Court of Lombardy, within the proceedings against Resolution 298/05 
promoted by Federutility, with Order no. 262 dated 31st January 2006, had initially suspended the 
effect of the same. Further to this, the Lombardy Regional Administrative Court rejected a new 
demand for suspension of Resolution 298/05, which has thus come back into effect while awaiting a 
final judgement of the Lombardy Regional Administrative Court on the matter.  
Faced with the continuous increase of oil prices, the Authority, with Resolution no. 65/06 dated 
27th March 2006, has instituted proceedings for the adoption of provisions that aim to determine 
new economic conditions for Natural gas supply. 
 
The proceedings started with Resolution No. 65/06 have concluded with Resolution no. 134/06 
dated 10th August 2006, with which the Authority, starting from 1st July 2006, has modified the 
calculation mechanism for price revisions provided by the previous Resolution No. 248/04, 
providing a reduction of the invariance threshold from 5% to 2,5%, the introduction of a further 
corrective co-efficient equal to 95%, applicable in case in which the average of Brent is higher than 
60$ a barrel, and the introduction of an fixed additional quota or share equal to 0.015 Euro/bcm. 
Besides, the Authority: 

(i) has provided for, effective from 1st October 2006, the restriction of the area of application 

of the prices for the purpose of domestic consumers with annual consumption of less than 

200,000 cubic metres of gas, also in consideration of the complete opening of gas and 

electricity market provided for 1st July 2007 by the Directive 2003/55/CE; 

(ii) has imposed the wholesalers to revise the economic conditions practiced with respect to 

sales companies in the period 1st January  2005 – 30 September 2006, providing economic 

incentives for the renegotiation of the contracts. 

 

Resolution 65/06 has also provided for a mechanism of partial restitution by selling company to the 
end customer as partial settlement for amounts not payable in 2005. The amount had been 
calculated at about 0.25 E cent/bcm to be applied to the volumes consumed in the second quarter of 
2006. 
Successively the same provision was confirmed by Resolution 134/06 for the third quarter of 2006 
and by the 205/06 for the last quarter of 2006. 
The Resolution  248/2004 has also provided that the wholesale sellers of gas must offer to their own 
customers new economic conditions formulated according to the outcomes of the first update of the 
raw material component, carried out under the same Resolution. The so-called “consistent 
renegotiation” between retailers and wholesalers proved to concern the purveyance in course of 
execution at the time of issuing the same Resolution 248/04.    
Among other aspects in the successive Resolution 134 dated 28 June 2006, the AEEG has 
“extended” the obligation of “consistent renegotiation” in the supply contracts stipulated following 
the date that Resolution 248/04 took effect and up to the date of publication of Resolution 65/06. 
The offer of new economic conditions by the shippers, under Resolution 134/06, should consider 
the supply contracts stipulated for the thermal years 2004/2005 and 2005/2006 with reference, thus, 
to the period from 1st January 2005 (date on which Resolution 248/04 took effect) to 30th 
September 2006 (end date of thermal year 2005/2006). 
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Under Art. 3 of Resolution 134/06, the wholesalers ended up being bound to present the bids 
mentioned above before the deadline of 30th November 2006. Before the 31st December 2006, the 
sales company and shipper would have had to communicate to AEEG the outcome of the 
renegotiation.  
The AEEG has also provided, for the companies that fulfil the obligation to renegotiate the supply 
contracts established by the same Authority, to encourage such renegotiations through according to 
sales companies 50% of the import deriving from the difference due to the application, in the course 
of 2005, of the gas price revision mechanism established by Resolution 248/04 instead of the one 
provided for by Resolution 195/02.  
In compliance with regard to above, the vendors have started negotiations with their own suppliers 
with the aim of obtaining the adaptation of the economic conditions of supply to them practiced in 
the period January 2005 – September 2006.  
 
The proposals of the suppliers have not been such as to fully absorb the differential that originated 
between the prices calculated ex decree 195/02 and those calculated on the basis of Resolution 
248/04 also considering the incentive discussed in Art. 3 of Resolution 134/06. 
 
On 13th November 2006, the Plenary Assembly of the Council of State published the purviews of 
judgements n.1 and n.2 relating to two lawsuits concerning Resolution 248/04 (“Anigas” lawsuit 
and “Gas della Concordia” lawsuit), in relation to which the above mentioned Resolution was 
annulled. 
 
On 11th Jan 2007, the grounds for the above mentioned judgements were published, in which was 
recognized, among others, the effect erga omnes of the Council of State’s judgement on the 
annulment of Resolution 248/04. 
 
With such a prospect in view,, the Authority for Electrical Energy and Gas shall, naturally, have to 
observe the annulment of their own Resolution, having the value of a general Act, bearing 
inseparably prearranged measures to bear on a range of subjects, with the consequence that this 
Resolution – which has now permanently expired – will no longer be able to be applied to the afore 
mentioned subjects (even if they did not lodge an appeal or they lodged an appeal that was 
rejected), according to the uniform legal direction based on the erga omnes effect of the sentence 
annulling a general Act with inseparable content. (c.f. among others: Council of State, Section IV, 
7th December 2000, n.6512) 
On the other hand, it cannot be neglected considering that such cancellation descends from a 
pronouncement that is confined to merely procedural profiles of this lawsuit, and per se does not 
cast doubt upon the Authorities powers to intervene again, with reparative effects from the expiry of 
previous decisions adopted in tariff matters. It should be emphasized that the above cited ruling n. 
3352/06 of the Sixth Section, on the contrary, expressly recognised that it fully comes under the 
powers and the competences of the Authority to adopt provisions in tariff matters such as that 
pursued to the Court of First Instance. 
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Resolution 248/04 therefore seems to have failed once and for all, with general effect, but the 
AEEG’s legitimate claim to adopt similar measures on tariffs has been confirmed, and also to 
exercise the power to intervene again on the matter, even with reparative effects on the present 
repeal of resolution 248/04. 
 
Subsequent to the publication of the grounds for the above judgement, the AEEG intervened with 
resolution 12/07 announcing “having started proceedings to have measures adopted relating to 
criteria for the updating of economic conditions for the supply of natural gas, applicable from 
January 2005”. 
 
On 30th January the State Council disclosed that the “decisions of the Plenary Assembly number 1 
and 2 of 2007, previously published on 11th January” had been replaced because the previous text 
contained typing mistakes. All references to the validity and erga omnes effect of the annulment of 
resolution 248/04 had disappeared from both judgements  
 
The effect of this variation could be fairly moderate, as it refers to the removal of information that 
could be considered corollary, also because the erga omnes effect is correlated to current case law 
and it may be unnecessary to express it in the judgement. 
  
The most striking difference is thus the removal of the paragraphs relating to the powers of the 
Authority to intervene again, in other words, those paragraphs quoted by the Authority in the 
premise to resolution 12/07 with which it started the new procedure. The new version of the 
judgements, therefore, annulling the parts relating to reparative effects, cast doubts on the 
Authority’s recent measure on the matter.  
 
On 27th February 2007, the AEEG published consultation document n.11/07 entitled “Guidelines 
on economic conditions for natural gas supply governed by resolution n.248/04 from 1st January 
2005”. The relevant consultation finished on 20th March 2007. 
In the consultation document the AEEG, despite announcing that it considers Resolution 134/06 
and following to be effective, it puts forward two methods for resolving the ‘legal proceedings’ 
concerning the period January 2005 – July 2006. Basically, the proposals protect the application of 
tariffs as in 195/02 for the whole of 2005, however they leave unchanged the awkward situation 
created by resolution 298/05 concerning the first quarter of 2006 and by the subsequent resolutions 
for the second and third quarter of 2006.  
 
The outcome of the consultation are not known to date. 
 
With resolution 46/07 the AEEG deferred the terms of the so-called consistent renegotiation until 
30th April 2007, concerning the presentation of the shippers’ offers to the sales company, and until 
31st May 2007 for sending information connected with the AEEG. 
 
Update of the “storage fees” component of the sales tariff.  
 
In Resolution n.68/06 of 30th March 2006, the Authority provided for the updating, for the period 
from 1st April 2006 to 31st March 2007, of the storage component of tariffs for the economic 
conditions for natural gas supply, hence the resolution 138/03, in accordance with the publication of 
storage tariffs approved by the AEEG for the new thermal year 2006/2007.  
The resolution set out the recalculation of the value of the storage fees component concerning the 
period from 1st April 2005 to 31st March 2006, equivalent to 0.244866 €/GJ, as well as an update 
for the same component for the period  from 1st April 2006 to 31st March 2007, equivalent to 
0.253223 €/GJ. 
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Revision of the “Retail Sales Fees” of sales tariffs. 
 
With Resolution 297/06 of 19th December 2006, the Authority initiated proceedings to create 
measures to revise the provisions, of which in article 8 of  Resolution n.138/03, concerning the 
variable consideration of retail sales. 
The proceedings were initiated following the joint requests made to the Authority by some Trade 
Associations who drew attention to the following: 
(i) the failure to update the representative coefficient of the recognised costs of retail sales 
activity may not reflect the dynamics recorded in costs and in prices; 
(ii) the retail sales component of the economic conditions for supply, taken as a single unitary 
value (€/GJ) for all consumption brackets above 20GJ, thus determining differentiated 
considerations according to the user’s annual consumption and his location; 
(iii) the competition dynamics resulting from the liberalisation of the market have, for many 
sales companies, had significant effects solely on customers with higher annual consumption. 
 
Resolutions pertaining to transport activity 
 
With Resolution n.50/06 of 3rd March 2006 (“Criteria for determining tariffs for transport activity 
and modifications and integration into the AEEG’s decision 21st June 2005, n.119/05 and to the 
AEEG’s decision 29th July 2005, n.166/05”) the Authority for Electrical Energy and Gas approved 
the criteria with which to define tariffs for natural gas transport activity for the second regulatory 
period (1st April 2006 – 31st March 2010). The measure followed on from the outcome of the 
consultations that examined the documents of 14th December 2005 and 22nd February 2006. The 
major significant aspects of the measure are the creation of a single national tariff, with a 
standardisation for the recovery of revenues owed to single companies. A remuneration rate for the 
capital invested is anticipated, at 7.1% real before tax.  
Among other interventions, the resolution integrates the previous Resolution n.166/05, introducing 
a unitary exit consideration at the point of interconnecting with the storage. 
 
With Resolution n.125/06 the Authority approved the modification of the deadlines set out in 
Resolution 166/05, which postpones the following: the due date for the single regional 
consideration at a national level, the due date for the Measurement consideration, and finally, the 
due date for tariffs and capacity transfers at entry points on the national gas pipeline network - until 
the 2007 – 2008 thermal year. 
 
With Resolution n.168/06 of 31st July 2006, the Authority has integrated and modified Resolution 
n.166/05 establishing the commitments, financial guarantees and the penalties imposed on those 
persons requesting conferment of capacity and on transport companies. The Authority established 
detailed modalities for conferring transport capacity, on the national gas pipeline network, to those 
managers of new regasification terminals who already benefit from an exemption (Rovigo and 
Brindisi).  
 
With Resolution n.192/06 of 7th August 2006, the Authority integrated and modified Resolution 
n.166/05 defining the incentives for the interruptibility of natural gas supplies for customers and 
establishing the urgent temporary arrangements for withdrawal from natural gas supply contracts (in 
fulfilment of the Decree of the Minister for Economic Development published on 4th August 2006 
on the subject of measures to meet the demand for natural gas over the winter period 06/07). 
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Other decisions 
 
With Resolution n.47/06 of 1st March 2006, the Authority further extended the agreed deadlines for 
sending documentation to be submitted for verification as set out in the temporary regulations for 
newly used installations, following article 18 of the decision of 18th March 2004, n.40/04. 
 
With Resolution n.70/06 of 5th April 2006, the Authority initiated proceedings to define standard 
withdrawal profiles and usage categories for gas, of which art.7 of Resolution n.138/04, with the 
purpose of improving the assessment of withdrawals pertaining to the redelivery points on the 
distribution network in the case where letters having the frequencies currently demanded by billing 
and allocation processes are unavailable, as well as the temporal distribution of accrued data. 
Further to this measure, on 19th May 2006, the Authority issued a consultation document 
concerning new criteria and proposals pertaining to the proceedings initiated with Resolution 
n.70/06. . 
 
With Resolution n.87/06 of 27th April 2006, the Authority for Electrical Energy and Gas made 
provisions to update Regulation on verification activities for the safety of gas user installations, of 
which Resolution n.40/04, for the part pertaining to new installations. 
The resolution came following the activities completed by an interassociative working group set up 
under Resolution 32/2005 and the subsequent public consultation that took place in April 2006 on 
the Authority’s document containing proposals for modifications to resolution n.40/04. 
 
With Resolution n.108/06 of 6th June 2006, the Authority modified and integrated the provisions of 
decisions n.138/04 and n.168/04, establishing new rules for free access to local gas distribution 
networks and new criteria for the arrangement of distribution network codes. 
The network code, on the advice of the Authority, is an action of fundamental importance for the 
development of the gas market insofar as it is the contractual tool that regulates and clarifies 
relations between the installation management companies, the sales companies and the wholesalers 
who use these installations. With the adoption of this tool the distribution companies will offer their 
distribution service in a neutral and non-discriminatory way to sales companies and wholesalers. 
 
With Resolution n.164/06 of 26th July 2006, the Authority defined procedures for carrying out 
technical checks on gas quality (odorization levels, superior calorific value and relative pressure) 
for the period 1st October 2006 – 30th September 2007. 
 
With Resolution n.248/06 of 15th November 2006 the Authority initiated proceedings with the aim 
of issuing a resolution that would define procedures in public evidence for the identification of new 
suppliers of last resort, under art. 1 paragraph 46 of law n.239/04, as well as of subsequent 
directions issued by the Minister for Economic Development with the decree of 29th September 
2006. 
With Resolution n.294/06 of 18th December 2006 the Authority for Electrical Energy and Gas 
established the national binding communication standard, to be adopted in communications between 
companies operating in the gas sector.  
The measure aims to rationalise and standardise the flow of information between natural gas 
vendors and local distributors, with the purpose of achieving better care of the end customers, 
through the introduction of innovative, simple communication channels between gas operators.  
On the advice of the Authority, the national communication standard is an important factor in 
making the gas sector increasingly transparent. Indeed, the new standard encourages: 
• the respect of deadlines established by the Authority for the most commonly requested 
commercial services (such as hooking up to the network or activating gas supply);  
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• the entry of new competitor operators in the gas sales field;  
• switching between gas suppliers for the end customer;  
• the promotion of technological innovation in information exchanges.  
 
From 1st July 2007, information pertaining to requests for commercial services or to switching gas 
supplier must be exchanged – between distributors, wholesalers and gas vendors – through 
‘certified email’, thus reducing all other types of paper communication (letters, fax etc). Gas 
distributors will however have the right to use more highly evolved systems based on internet 
technology or of the ‘application to application’ variety; distributors should make such systems 
available, indiscriminately to all service users from 1st October 2008. 
The provisions concerning the national communication standard were established by the Authority 
following a long consultation period with all interested parties, carried out over due successive 
phases. 
 
Between the measures adopted in 2007, one Resolution deserves mention for its particular 
relevance, Resolution n. 11/07 of 18th January 2007, with which the Authority approved the 
integrated text of the provisions on the subject of administrative and accounting unbundling for 
companies operating in the gas and electricity sectors and the various obligations in terms of 
publication and communication. 
The text contains provisions to: 
(i) increase cost transparency; 
(ii) strengthen the neutrality of infrastructure management, essential for a complete 
liberalisation of energy markets (that could only be guaranteed through tertiary management); 
(iii) improve the information base for regulatory activities for the better care of the end customer. 
 
 
 
 
Preliminary proceedings and control activities 
 
Preliminary investigation into competition in the gas market  
 
Over 2005 the Authority for Electrical Energy and Gas conducted a survey to check the levels of 
competition on the Italian market for end customers. 
As shown by the report published by the Authority in February 2006, the elements gathered in the 
survey show an overall picture of the gas sales market to end customers, still characterised by the 
noteworthy critical state of competition. On one hand the domination of one operator is shown 
throughout every stage of the industry, particularly at the supply stage, on the other hand a supply 
structure is emerging, which, particularly for end customers is fragmented and essentially local.  
The Authority believes it necessary, however, to intervene both to guarantee structural conditions 
that are capable of maintaining competitiveness between vendors, through investments in import 
and storage infrastructures to enable a greater diversity of supply sources, and to encourage the 
separation of ownership of infrastructure from the sales activities, to guarantee non-discriminatory 
free access for all operators. 
Furthermore, again in the opinion of the Authority, it appears appropriate to keep up the present 
regulatory actions for the protection of small-scale consumers. Indeed, the current market structure 
is not yet capable of guaranteeing small-scale consumers real options when choosing the most 
convenient operator from the multitude of competitors. 
 
Check on compliance with safety regulations for new consumer gas installations according to 
Resolution n.40/04 40/04 
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In March 2006, the Authority completed the preliminary exploratory investigation, initiated in 
September 2005, to check on gas distributors and vendors’ compliance with the “Safety regulation 
for new consumer gas installations” introduced by Resolution 40/04 and subsequent modifications 
and integrations. 
The results of the preliminary investigation showed general compliance with the regulation. 
The preliminary investigation looked at 27 distributors and 31 vendors. Of those, 21 distributors, 
amongst which was Ascopiave S.p.A., and 14 vendors, amongst which was Ascotrade S.p.A., had 
correctly applied the Regulation, considering that the investigation found no cases of non-fulfilment 
among them.  
 
Preliminary exploratory investigation on operators’ commercial behaviour in the market of natural 
gas sales to end customers.  
 
In 2006 the Authority for Electrical Energy and Gas completed its preliminary exploratory 
investigation, initiated by Resolution n.225/05 of 28th October 2005, with the aim of identifying the 
commercial behaviour of natural gas sales operators to end customers (relative to the operations of 
acquiring new customers and winning back customers who had switched to other vendors) and the 
behaviour of natural gas distributors concerning access to distribution networks (relative to end 
customers switching to other vendors or succession of competing operators in the sales company 
linked to the distributor). 
The information gathered, according to the Authority, has allowed a check on the commercial 
strategies of sales companies, the quality of contractual supply and the type of obstacles hindering 
the development of competition that should favour end customers.  
The preliminary investigation was triggered by the numerous observations reaching the Authority 
from end customers and sector operators, complaining of both the behaviour of sales company that 
deviated from the principles established in the Code of Trading Conduct, and behaviour of 
distribution companies that were in contrast to the requirement to guarantee free access to 
distribution networks with the highest levels of impartiality and neutrality.  
The preliminary investigation concerned a sample of authorised sales companies that together 
provide around 14 million end customers connected to distribution networks (around 75% of the 
national total), which corresponds to 24.7 billion cubic metres of gas sold in 2005 (approximately 
68% of gas distributed through local networks). 
The final report, published following the closure of the preliminary investigation with Resolution 
235/06 of 3rd November 2006, showed the highly critical state of competition in the natural gas 
sales market. In particular, it was emphasized that: 
• the industry is highly segmented due to the presence of a large number of natural gas sales 
companies; 
• the growth strategy is focused almost exclusively on the acquisition of companies, which 
promotes a logic of integration with distribution activities; 
• the strategy for attracting new customers is primarily focused on the customer bracket with 
medium to high consumption levels; 
• contracts and discounts offered in the commercial sector are insufficiently transparent; 
• switching procedures are carried out over long time periods; 
• the shortage of information about the market and about the choices on offer limit a 
customer’s propensity to switch supplier.  
  
With the same provision, the Authority initiated proceedings to improve the regulation’s efficiency, 
for the benefit of consumers. 
 
Efficiency and energy saving obligations   
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The Letta Decree, in article 16, paragraph 4, establishes that distribution companies must pursue 
energy saving objectives and the development of renewable energy sources. 
The definition of the national quantitative objectives and the criteria for the assessment of the 
results obtained was requested from the Ministry for Industry, in agreement with the Ministry of the 
Environment and Land Protection, which led to the issue of the ministerial decree of 20th July 
2004. This decree states that natural gas distributors with more than 100,000 end customers on 31st 
December 2001 should, over the 5 year period 2005-2009, achieve certain primary energy saving 
objectives. The national quantitative objectives for energy savings are set out in yearly targets, in 
the same Decree, in millions of T.O.E. (or Tonnes of Oil Equivalent) and are designated annually 
by the Authority to each distributor based on the quantity of gas distributed over the previous year. 
The energy saving objectives set out by the Decree of 20th July 2004 are: 
(i) 0.10 Million T.O.E. for the year 2005 
(ii) 0.20 Million T.O.E. for the year 2006 
(iii) 0.40 Million T.O.E. for the year 2007 
(iv) 0.70 Million T.O.E. for the year 2008 
(v) 1.30 Million T.O.E. for the year 2009 
 
The fulfilment of energy saving is attested to by the distribution of energy efficiency certificates, 
the so-called ‘White Certificates’, each of which represents energy saving of 1 T.O.E... To comply 
with the obligations set out in the Decree of 20th July 2004 and to receive the White Certificates, 
distributors can (i) conduct direct interventions to improve the energy efficiency of the technology 
in place or of the modalities of usage, or (ii) purchase White Certificates directly from a third party, 
through bilateral agreements or through negotiations in a specially created market that is registered 
with the Electrical Market Administrator. 
There are three different types of White Certificates: Type 1 certificates pertain to electrical energy 
savings, Type 2 certificates to gas savings and Type 3 to savings of other fuels. 
Apart from the distribution companies, Energy Saving Companies (ESCOs) and companies 
accredited by the AEEG can participate in the White Certificates market, and while they may not 
have any obligation to pursue energy saving objectives, they can achieve savings in primary energy 
through their own investments, with the intention of obtaining energy efficiency certificates to sell 
on the market. 
Ascopiave S.p.A., as a natural gas distribution company that on 31st December 2001 had over 
100,000 customers, is subject to the obligations set out in the Decree of 20th July 2004 and, 
therefore, is bound by the energy saving objectives established annually by the Authority. As an 
active company in the gas distribution sector, Ascopiave must meet the yearly White Certificate 
objectives. At least half of its quota must be made up of Type 2 certificates. 
The AEEG has the task of checking that all distributors possess energy efficiency certificates 
corresponding to their designated annual objective. If a distributor does not meet the agreed 
objective, it could be subjected to an administrative fine imposed by the Authority, according to the 
provisions of the Decree of 20th July 2004. The AEEG, in its own communiqué of 29th December 
2004, explained that the level of the fine would be fixed according to the number of T.O.E.s that 
were not saved, compared to the agreed objective, estimated on the basis of the market price of 
energy efficiency certificates. 
 
During the first few years of the application of the Decree of 20th July 2004 it is likely that 
distributors will manage to meet their own objectives without major expense because they will be 
able to carry out those energy saving measures that are the cheapest and the simplest to do. Further 
down the line, however, the objectives will become increasingly difficult to meet as the remaining 
projects will be increasingly costly and demanding. As a result, it is likely that over time the price 
of White Certificates will rise dramatically. 
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Stock exchange quotation and progress of shares of Ascopiave S.p.A. 

 

On 20 November 2006, Ascopiave S.p.a. was admitted for listing on the Italian Sedex Market 
(MTA), STAR segment organized and run by Borsa Italiana S.p.A.. The Initial Public Offering 
(IPO) took place through a Public Subscription Offer (OPS) of new shares. Entry to the stock 
market took place 12 December 2006, the date on which negotiation of the stock began. The shares 
on the market consisted of n. 93,334,000 Shares, equal to 40% of the authorized capital, of which 
n.12,174,000 shares were Greenshoe, all of which through Mediobanca (Coordinator of the Offer, 
Responsible for Scheduling of the Public Subscription Offer, Sponsor and Specialist) on 19 
December 2006. 
 

 
“azioni scambiate”= volume of traded shares 
“prezzo medio”= average price 
 
On 12 December  2006 the shares were offered on the market at a price of Euro 1,80 per share, and 
the following graph shows the subsequent progress of the price. 
 
On 31 December 2006, the Ascopiave shares recorded a quotation of Euro 2.235 (from the web-site 
Borsa Italiana _ Italian Stock Exchange – referring to the quotation price as of 29 December 2006) 
with an increase of 24.17% compared to its initial public offer price; the relevant capitalization on 
the stock exchange was Euro 521.501.490 
 
We present the changes of the share capital following the quotation on the Stock Exchange: 
Changes in Ascopiave capital share  Euro Number of 

common shares 
Capital share value before listing          140,000,000              140,000,000 

Global offer shares (excluding greenshoe)            81,160,000               81,160,000 

Shares offered to Greenshoe             12,174,000               12,174,000 

Capital share value after listing           233,334,000              233,334,000 
Capitalization on the stock exchange (reference price as of 29 December 2006)          521,501,490  
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Currently, in addition to Ascopiave, there are eight actively quoted companies operating in the field 
of local public services (Acea, Acegas-Aps, Acsm Como, Aem Milano, Asm Brescia, Gas Plus, 
Hera, Iride). At the end of 2006, these companies had a combined capital of over 17 billion Euro. 
In 2004, quoted companies working in the field of public utilities, both in Italy and in Europe, 
demonstrated performances that were generally positive. However, in 2005, they suffered a 
standstill. With reference to the Italian market, in comparison with a very positive track record for 
the Mibtel index (+13.8%), the MHPU index, which represents the trend for the local utilities stock 
market, depreciated greatly (-11.4%).  
In the months following the end of 2005, the trend for the MHPU index demonstrated a tendency 
towards growth, with a positive change of 11.6% at the end of 2006. The growth of the Mibtel 
index was even more positive, which over the entire year of 2006 grew +19.1%. 
 
Ascopiave, by choosing to be listed in the STAR segment, chose to adhere to the International Best 
Investment Practice standards, choosing to respect extremely strict rules of transparency, liquidity, 
corporate governance and communication, trusting that in this way it would acquire greater 
visibility in the stock market and attract greater interest from investors. 
 
The STAR segment (Segment of Equities with High Requirements), represents the segment of the 
MTA (Telecommunication Shares Market) in which shares from companies with capitalization of 
no more than 1000 million Euro and no less than 40 million Euro are negotiated, that, on a 
voluntary basis, choose to respect requirements that are stricter in terms of information 
transparency, liquidity, and corporate governance. Created in 2001, today STAR includes more than 
70 companies that are leaders in their respective fields, and represents one of the groups of stocks 
with the greatest degree of success in Europe and in the world. 
Acceding to the STAR group requires the company to follow several extremely strict rules: 

(i) (i) to have a number of shares available for negotiation on the market equal to at least 

35% of the total number of actions possessed (while to remain in the group, the number of 

actions must not go below the threshold of 20%); 

(ii) (ii) have received a positive evaluation from the company that audited the last compiled 

balance sheet; 

(iii) (iii) have an Investor Liason who manages the relationship with investors; 

(iv) (iv) draft a trimonthly report respecting the timeframe defined on the public calendar of 

events; 

(v) (v) guarantee the presence of independent administrators on the Board of Directors; 

(vi) (vi) have present a committee for internal checks and an operative who is specialized and 

able to work to maintain the liquidity of the equity. 

 

The Italian stock exchange actively promotes the STAR groups and continually maintains 

communication directed to institutional investors throughout the year, organizing Road Shows in 

the principal international financial areas, from London to New York, and from Frankfurt to Paris. 
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Control of the Company 

 
On 31 December 2006 the Asco Holding S.p.A. owns 60% share capital of the Ascopiave S.p.a.  
The share composition of Ascopiave S.p.A., according to the number of shares held, is as follows 
(*): 

 
* As of 26 March 2007 source web site www.consob.it   

Shares held by directors and auditors 

Name Surname Number of shares 
bought in 2006 

No. of shares held as 
of 31 Dec. 2006 

ownership type 

Gildo Salton (*)                    113,600                    113,600 Ownership 
Gianantonio Bortolin                         3,600                       3,600 Ownership 
Roberto Gumirato (**)                    164,000                    164,000 Ownership 
Giovanni Favaro                         5,400                       5,400 Ownership 
Cristiano Belliato  7200                       7,200 Ownership 
Claudio Fabbi                       16,200                     16,200 Ownership 

    
Shares held indirectly by:   
 * Gildo Salton : Company Compagnia Mobiliare Valsana S.r.l. no.110,000, spouse n. 3,600 
 **Roberto Gumirato : Company Compagnia Mobiliare Valsana S.r.l. 
no.110,000 

 

 

Transactions with related parties 

 
The company has the following transactions with related parties with the following types of costs of 
ownership: 

� Financial expense due to an intercompany current account held with the parent company 

Asco Holding S.p.A.; 

� purchase of screen-based services from subsidiary ASCO Tlc S.p.A.; 

 

Shareholders’ Structure 

Asco Holding  
S.p.A. 
60.00% 

Fidelity  
International  

Limited 
2.06% 

Fassina  
Partecipazioni  

S.r.l. 
2.01% 

Market 
35.93% 
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� Purchase of materials for the production process and maintenance services from SEVEN 

CENTER S.r.l.; 

 
The company has the following transactions with related parties with the following types of 
revenues of ownership: 

� Leasing of real properties owed to subsidiary ASCO TLC S.p.A.; 

We highlight that these transactions are based on maximum transparency and on market conditions. 
Under the Consob Resolution No 15520 as of  27 July 2006, the remuneration and the emoluments 
in favour of Directors and Auditors of Ascopiave S.p.A. for their positions in the Parent company 
and in other entities of the Group included in the consolidation are the following: (in Euro) 
 

Directors’ and Statutory Auditors’ fees 

 
Board of Directors 
 
Individual Office Duration of office Annual 

remuneration 
from 

Ascopiave 
S.p.A (*) 

Annual 
Remuneration 

from 
subsidiary 

companies (*) 

TOTAL (*) 

Gildo Salton President of the Board of Directors 2005-2007          160,000           160,000 
Alfonso Beninatto  Director 2005-2007           20,000            20,000 
Gianantonio Bortolin Director 2005-2007           20,000            20,000 
Flavio Trinca  Independent Director 2006-2007             1,667              1,667 
Ferruccio Bresolin  Independent Director 2006-2007             1,667              1,667 

Total           203,333          203,333 
* Amounts in thousands Euro less VAT, if due ,and gross of taxes and contributions.    

 
Statutory Auditors 
 
Individual Office Duration of office Annual 

remuneration 
from 

Ascopiave 
S.p.A (*) 

Annual 
Remuneration 

from 
subsidiary 

companies (*) 

TOTAL (*) 

Lino De Luca Chairman of the Board of Statutory 
Auditors 

2005-2007           43,216  43,216 

Graziano Visentin  Statutory Auditor 2005-2007           29,284  29,284 
Fabio Sforza  Statutory Auditor 2005-2007           29,402  29,402 

Total            101,902                  -            101,902 
* Amounts in thousands Euro less VAT, if due ,and gross of taxes and contributions.    

 
 
Top management 
 

Appointment  First name and Surname 

Finance Director Roberto Gumirato  
Managing Director  Giovanni Favaro  
Director of Administration  Cristiano Belliato 
Management control director Giacomo Bignucolo  
Ascotrade CEO (Chief Executive 
Officer)   

Claudio Fabbi  

 
 
It is indicated that the total salary of the managers with strategic responsibilities net of fees and 
social security contributions is equal to 532,000 Euro. 
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Significant events during the 2006 accounting period 

 
  Company operations connected to the listing of Ascopiave S.p.A. 
 

    24 January 2006 Kick off meeting  for the  Ascopiave S.p.A. stock market listing. 
 
         5 July 2006 The Meeting  of Ascopiave S.p.A. shareholders deliberates the stock market 

listing. The Global Public Subscription Offer includes a maximum total of n. 

81.161.000 81,161,000 shares returning from the increase in capital with the 

exclusion of option rights, with respect to art. 2441, fifth paragraph, of the 

civil code deliberated in the course of the same Shareholders' Meeting. In 

addition, an option in favour of the Coordinator of the Offer (Greenshoe) was 

decided, for a value of no more than 15% of the shares included in the Global 

Public Offering. 

 
20 November 2006 Borsa Italiana S.p.A. arranges the admission to stock market quotation for the 

ordinary shares of Ascopiave S.p.A. for negotiation on the MTA. 
 
22 November 2006 CONSOB CREATES THE PERMISSION FOR PUBLICATION OF THE 

INFORMATIONAL PROSPECTUS.  
 
   6 Dec. 2006 The Global Public Subscription Offer is concluded successfully. 
 
12 Dec. 2006 Negotiations for Ascopiave S.p.A. shares on the Milano stock market, STAR 

segment, begin. The number of Ascopiave S.p.A. shares after the Global 
Public Subscription Offer is 221,160,000 shares. 

 
   Once quoting begins, the Ascopiave S.p.A. Board of Directors adds 

two Independent Councillors, (previously nominated during the Assembly of 
30 August 2006) namely Mr.Trinca, Mr. Flavio, Mr. Bresoling, and  
Ferruccio.  

 
19 Dec. 2006 The Greenshoe option is exercised by Mediobanca S.p.A. The share capital 

(registered at the Business Register on 2 January 2007) is Euro 
233,334,000.00.Participation of Asco Holding S.p.A., the issuing bank, drops 
to 60%. 

 
Global Energy S.r.l. 

 
On 4 July 2006, Ascopiave S.p.A. underwrote an increase in reserved company capital deliberated 
by Global Energy S.r.l, a company with their legal headquarters in Mirano and active mainly in the 
sale of natural gas and electric energy in the provinces of Padua and Venice. 
On the same date a new Board of Directors was nominated, following the resignation of that 
previously existent, as well as the Board of Auditors. 
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The increase of Ascopiave S.p.A.’s underwritten capital is nominally equal to Euro 117,500.00 
(corresponding to a fraction of 51.09% of the company’s capital) with the payment of a contributed 
surplus of Euro 582,000.00.  
Global Energy S.r.l. holds an interest quota equal to 80% of the authorized capital of Le Cime 
Servizi S.r.l., a company which is mainly interested in the implementation and management of 
district heating systems. 
 
Ital Gas Storage S.r.l. 
 

On 15 May 2006, Ascopiave S.p.A. acquired an interest quota of 15% of Ital Gas Storage S.r.l., a 
company that is active in the development of a gas housing site in Cornegliano, in the province of 
Lodi. 
 
On 25 July 2006, an extraordinary assembly of Ital Gas Storage S.r.l. deliberated the increase of 
authorized capital from Euro 10,000 to Euro 1,000,000. On the same date, a Board of Director and 
Board of Auditors were nominated. 
 
On 20 September 2006, Ascopiave underwrote the increase in capital for its interest quota, 
depositing 25% of the underwritten value. 
 
Company actions of Ascotrade S.p.A. 
 
  In the month of December of 2006, the subsidiary company of Ascotrade S.p.A. was conferred 

Bimetano Servizi S.p.A.’s gas sales activities. The conferral operation, whose effects were 

postponed to 1 January 2007, brought with it the modification of the company structure, giving the 

new members a quota of authorized capital equal to 11%.  

In the agreement between the parties, it was agreed that Ascotrade S.p.A. would not distribute 

dividends to shareholders in the allocation of the results of 2006. 

Through the framework of this operation, the Company had proceeded, with an extraordinary 

meeting on 13 December 2006, to reduce the authorized capital from 21,600 thousand Euro to 890 

thousand Euro, restituting 16,750 thousand Euro and incorporating an extraordinary reserve of 

3,960 thousand Euro. 

 

The area of the company conferred to Ascotrade S.p.A. serves 29,000 users with sold volumes of 

approximately 89 million mc of gas, and turnover of approximately 27 million Euro (information 

from 2005). 

 

The underwritten agreements also included the signing of an agreement between Ascopiave and 

Bimetano Servizi of a shareholder’s agreement relative to Ascotrade, which required the 

nomination of a Board of Directors and a Deputy Auditor for Ascotrade at the suggestion of 

Bimetano Servizi S.r.l.  
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Two new Board Members were chosen, namely Mr. Pier Luigi Svaluto Ferro and Angelo Zaccari. 

 

The activities of the Ascopiave Group  
 

Sales of natural gas and electrical energy 

 

Sales of natural gas 

 

In 2006, in the light of the market situation and the necessity of not creating shares not sustained by 

the basic requirements that would guarantee continuous services at competitive prices, the activities 

of Ascotrade S.p.A. were concentrated above all on the consolidation of the organizational structure 

and the promotion of customer loyalty. 

 
Customers and volume sold 
 

As if 31 December 2006, Ascotrade S.p.A. managed 313,355 end clients, with an increase of 2.8% 

with respect to 31 December 2005.  

The volume of gas sold over the course of 2006 reached 790.2 million cubic meters, with a 
reduction of 6.0% with respect to the previous fiscal year. This reduction had to do with the 
consumption of private customers, mainly due to the winter temperatures of the last quarter of 2006, 
which were extraordinarily high with respect to the temperatures of past years. During the period 
from October-December 2006, the median temperature was 2.5 degrees over the norm in the same 
period of the previous year, with the consequence of a large decrease in consumption for the heating 
of buildings. 
 

Competitive context 

 

In 2006, the competitive context was influenced by great uncertainty in the area of price structures, 

and more generally, regulations.  

 

The first and most important uncertainty had to do with the price of sale of gas to end clients in the 

protected market, due to the lack of a resolution to the contentiousness that came from the 

emanation of Resolution n. 248/04 and its successive Resolutions. With these price interventions, 

the Authority proposes to reduce the margins, held to be excessive, of the wholesale operator, in a 

growth phase for international energy prices.   

Regarding the details of the legal matter of Resolution n. 248/04 the parts dedicated to norms and 

comments on the results of balance sheets we will ignore for now. Here we simply want to 



Ascopiave Group   
 

Ascopiave Group - Consolidated and individual financial statements as of 31 December 2006 41

emphasize the prolonged uncertainty with regard to the results that this contentiousness created in 

2006, as the selling companies had to program their commercial actions without knowing the final 

price of gas destined for the protected market, creating unacceptable risk levels for these activities. 

Other uncertainties came from the way in which the competition presented offers for energy 

supplies in order to acquire new clients, which violated minimum service standards. The Authority 

has clearly defined the criteria that must be respected when contacting end clients with regard to the 

presentation of offers and the values of the minimum standards for management of the service. 

Nonetheless, Ascotrade, along with other companies in the area, have noted that very often, many 

selling companies ignore the established business principles. Reporting and accusations presented 

by the various selling companies with regard to the most excessive offences have, for the moment, 

had limited success:  the Authority has sanctioned some distortions in the market, but has still not 

demonstrated that it takes a firm position with regard to those who do not respect the rules that the 

same Authority has created.  

 
In light of the abovementioned facts, the companies with deep roots in the area, like Ascotrade, with 
a good reputation with respect to end clients, especially in guaranteeing transparency and honesty in 
billing, have behaved with extreme prudence, in the hope that in a short time prices of gas in the 
protected market will be cleared up, and that respect for the rules in approaching clients will be re-
established. 
 
In consideration of what has already been stated, in 2006, Ascotrade chose to emphasize, more than 
under normal circumstances, the following activities. 

a) a) Bettering its relationship with the Authority, through direct dialogue and constant 

participation in the category association commissions, in order to inform it in a timely 

matter of problems specific to the company and general sector problems; 

b) b) Significant interventions to informational systems, which have witnessed great 

participation of the resources responsible for the various services, in order to optimize all of 

the activities that function in the organization; 

c) c) Great attention to the training of personnel, especially those who work with 

customers, in that it is held that the quality of the service offered, and hence that of the 

competence of the contact personnel is becoming an extremely important strategic factor. In 

this initial phase of liberalization, certain selling companies, to acquire new clients, have on 

occasion advertised commercial propositions with a presentation that indicates they are 

extremely well-priced with respect to their competition, even if in reality this is not the case. 

The possibility of offering varied and more competitive prices with respect to the 

competition is in truth extremely difficult, due to the scarcity of gas present in the market, 

and the necessity of covering the fixed costs of client management, which have a very large 
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effect. Therefore, we have found that customers, based on their direct experience, and also 

through the information provided by more responsible selling companies who have created 

an information channel to explain how to correctly evaluate the value of offers on the 

market, have begun to realize the impossibility of obtaining significant savings in the short 

to medium term in the purchase of energy, and hence are more inclined to sign contacts that, 

in addition to offering advantageous economic terms, are also backed by quality of service. 

d) Start up of structured purchases of gas outside of Italy, taking advantage of special 

favourable conditions that exist on the international market due to the position taken 

(excessively long or short) of some traders;   

e) Development of a project to create a strong position in the electric energy sales market. This 

has to do with a market that is offering great opportunities for growth, in particular in the 

sector of clients with the partita IVA. The electrical market is more organized than the gas 

market, perhaps because almost all of the transportation and distribution network is 

managed in great part by a single company, and because the measurement, favoured by 

telereading technology, offers timely and trustworthy data. For this facility of access, it is 

important to pay great attention to management, because the competition is so large that is 

has greatly reduced margins, and enormous financial flows.  

 

Procurement of gas   

 

Procurement of gas represents an activity, that inside the company, occupies a fundamental strategic 

relevance, in that it represents a point of strength in the process of acquiring new end clients. 

 

In order to satisfy our customers need for gas, in the thermal years 2006-2006 and 2006-2007, 
Ascotrade signed supply contracts with the two main operators active in the Italian market, ENI and 
Edison. 
Over the course of 2006, the gas acquired from Eni and Edison guaranteed Ascotrade coverage of 
98.5% of their customers gas requirements (of which 84.7% from Eni and 13.8% from Edison). The 
remaining portion, equal to 1.5% of the need, was covered through contracts, starting in October 
2006, with the Econgas company (for 0.8% of the requirements) and through the acquisition of gas 
in small bundles in the so-called  “cash” market (for 0.7% of the requirements). 
 
In order to guarantee the security of our procurement, also in the coming years, in which it is 

predicted that the market will remain significantly short, Ascotrade has signed a contract with 

Edison with regards to the procurement of a total quantity of gas equal to 7.9 billion SMC, to be 

provided in the thermal years between 2005-2006 and 2025-2026, at conditions determined on the 

basis of individual contracts that will be stipulated in each thermal year. 
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Sales of electric energy 

 

In 2006, the sale of electric energy had a very significant development. 
31 December 2006, the Group managed a highly-selective portfolio of 209 customers, comprised of 

businesses and local bodies, which had more or less doubled with respect to the preceding year.  

In 2006, sales exceeded 101 million kilowatt hours, (in contrast to the 36 million kilowatt hours in 

2005), demonstrating a rate of growth of 168.5%.  

 

Vertical integration of the gas supply chain 

 

With a view to increasing our operations in the phase of the supply chain’s failing, Ascopiave aims 
to strengthen their own managerial skills in order to be able to autonomously manage the areas of 
national transport and warehousing, to acquire capacity in external methanol pipelines and directly 
sign procurement contracts with external producers. 
The Group is working very hard in this area and expects to see significant results in terms of 
increases in profitability and value creation.  
Ascopiave also believes that its course of supply chain vertical integration can increase its chances 
as an aggregate company, allowing it to bring specific competencies to the negotiating table, along 
with concrete opportunities in industrial synergy.  
 
In 2006 the Group obtained some results, which we will analyze: 
- - Acquisition of transport capacity on the international TAG methane pipeline; 
- - Acquisition of transport capacity on the international TTTPC methane pipeline; 
- - Supply agreement with the Algerian company Sonatrach. 
 
Acquisition of transport capacity on the international TAG gas pipeline; 
 
In November 2005, the TAG company, (ENI Group) initiated a non-discrimination procedure for 

the allocation of capacity on a twenty-year basis, beginning on 1 October 2008, for a quantity 

corresponding to approximately 3.5 billion cubic meters per year.  

A very high number of operators participated in this procedure. At the end, the results included 149 

selling companies. At the end of the adjudication, a significant secondary market developed. The 

lots assigned to the individual companies are equal to 2,600 mc/h for twenty years, (approximately 

22.8 million cubic meters per year) starting from October 2008. 

 
With an eye to taking advantage of all the opportunities offered by the liberalization of the natural 
gas market and reinforcement in the upstream procurement sector, Ascotrade participated in the 
international competition, ensuring itself a lot of said capacity.   To the lot assigned through the 
competition, followed two other purchased on the market. As of 31 December 2006, the Group has 
available a capacity on the TAG of approximately 70 million cubic meters per year, for twenty 
years. 
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In order to allow the gas coming from the TAG to be introduced in the Italian network, Ascotrade 
has begun the procedures necessary to obtain, beginning in 2008, the necessary capacity for 
transportation on the Italian network, working with SNAM Rete Gas S.p.A. In addition, Ascotrade 
has contacts in the works with other Italian selling companies, which have for their part acquired 
the capacity for transportation on the TAG, finalized with the link purchase, through the 
Baumgartner hub, of blocks of gas to place in the gas pipelines and transport to Italy. 
 

TAG is a gas pipeline that runs for approximately 308 kilometres through all of Austria, connecting 
Baumgartner an der March, a city located near the border between Slovakia and Austria, to 
Arnoldstein, a city located on the border with Italy. TAG transports natural gas coming from Russia 
destined for the Austrian and Italian markets. 
 
Acquisition of transport capacity on the international TTPC gas pipeline 
 
On 25 September 2006, Ascopiave participated in a competition for the purchase of transportation 
capacity on the gas pipeline called Trans Tunisian Pipeline Company (TTPC), which starting in 
Algeria, crosses Tunisia, transporting natural gas to the city of Cap Bon, on the Canal of Sicily, 
where it connects with the Transmediterranean Pipeline Company Limited (Tmpc) gas pipeline, 
which, in turn, connects the Tunisian coast to the Italian network.  
Ascopiave was admitted to the negotiation phase for conditions of purchase of transport capacity on 

the TTCP (equal to 8,970 mc/h, corresponding to approximately 80 million SMC per year, during 

the period from 1 October 2008 and 30 September 2019).  The contract was stipulated on the 

completion, by 11 January 2007, of several conditions, among which:  (i) approval, on the part of 

the Tunisian Government, of the contract for transport on the TTPC; (ii) obtaining of authorization 

for the importation of gas from non-UE countries from the Ministry of Economic Development, in 

accordance with D.Lgs. 164/2000; (iii) completion of an agreement with the Transmed company 

(equally controlled by ENI and Sonatrach) with regard to the purchase of transport capacity on the 

Tmpc; and (iv) benefits of the surety bonds necessary for the formalization of the contracts above 

cited.  

 
In February 2007, the Trans Tunisian Pipeline Company communicated to Ascopiave the automatic 
resolution of the transportation contract, the evidence of a procurement contract not having been 
presented during the deadline, which was a condition necessary for the obtainment of authorization 
for importation.   
 
Supply agreement with Sonatrach 

 

On 15 November 2006, Ascopiave signed a preliminary contract with the Algerian company 

Societe Nationale pour la Recherce, la Production, la Transformation e la Commericalisation des 

Hydrocarbures (Sonatrach), having as its subject matter the purchase by Ascopiave of natural gas 

that would in future be transported in Italy through the GALSI gas pipeline that will connect 

Algeria to Tuscany through Sardinia. The agreement foresees the purchase by Ascopiave of 500 
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million cubic meters of gas annually, beginning when the GALSI pipeline begins operation, which 

based on the information available today, is scheduled for 2010, for a payment which is variable 

based on the performance of preset parameters linked to the cost of the raw material. The GALSI 

gas pipeline will be completed by Sonatrach together with other international and Italian 

companies. Through the GALSI, Sonatrach will sell gas to various Italian operators, who similarly 

to what has occurred with Ascopiave, have stipulated preliminary agreements for procurement with 

the Algerian company. 

Similar contracts with a duration of fifteen years have been stimulated with the other principal 

national and international operators, including Edison (2 billion cubic meters), Enel (2 billion cubic 

meters), Hera (1 billion cubic meters), and Worldenergy (500 million cubic meters). 

The operation demonstrates the trust in the Group in the international market and represents an 

important step in the area of the vertical integration strategy of the Group, intended to create 

autonomy in the procurement of raw material. 

20 December 2006, the extraordinary assembly of the company for the project that would 

implement GALSI discussed an increase in capital of 30 million Euro, approving a modification to 

the memorandum of association that would provide for the transformation of GALSI from a 

research company to a development, implementation and management company. The decision 

represented an important sign with regard to the determination of the members to proceed in this 

initiative. The final decision on the operative start-up of the gas pipeline should be made within a 

maximum of 18-24 months. 

  

 

Initiative in storing  

 

Overview of storage systems in Italy 

 

Storage plays a crucial rule in the flexibility of the gas system. In addition to the cyclical seasonal 

flexibility, which is also modified due to the increasing importance of the use of gas in the 

production of electrical energy, the supplies compete to provide an instrument of flexibility 

necessary to create a true market, and not only nationally.  

There are 10 reserve concessions currently operative in Italy, eight of which are Stogit, and two are 

Edison Stoccaggio. The total creates a sum of 12.8 billion cubic meters. 

The current existing reserve capacity is able to (with difficulty in critical years) satisfy only 

seasonal needs. The reserve regulations in Italy call for the express subtraction from the reserves of 
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the liberalized activities, confirming the reserve regime (20 years), according to that established in 

Law n. 170/74 (as modified in  Decree Letta). 

The Ministry of Economic Development has found that the new ideal number for concessions is 

seven.  However, one was not awarded for environmental reasons. The six remaining concessions 

create a total reserve capacity of approximately 10.3 billion cubic meters, of which about 10% are 

in the Cornegliano site. 

If completed, these could, but only starting in 2010, provide the special services that a liberalized 

market needs. Partial increases in reserves should be possible beginning in 2008.   

 

Ital Gas Storage  

 

On 15 May 2006, Ascopiave acquired a share equal to 15% of Ital Gas Storage S.r.l. The company 
was created in 2005, following the dissolution of ATI, Associazione Temporanea di Imprese, 
constituted by Ascopiave and another eleven companies active in the gas supply chain, which 
presented a request to the Ministry of Economic Development to obtain a reserve concession at the 
site of Cornegliano, in the province of Lodi. On the date this balance sheet was concluded, the 
procedure was in course and Ascopiave believes, based on the information made available from the 
management of the company, that the concession could occur by the end of April 2007. The total 
reserve capacity of the site is between 590 and 1,010 million Smc.1 
 
Ital Gas Storage has as participants, in addition to Ascopiave S.p.A., Gestione Partecipazioni S.p.A., 
which holds the absolute majority of the capital, along with AIM Vendite S.r.l., Azienda Energetica 
Trading S.p.A., Confservizi International S.c.r.l., Petren S.r.l., and Speia S.p.A.. 
 
The reserve storage consists in the conservation of quantities of natural gas deposits, or profound 
geological units, and is an activity performed on the base of concessions given by the Ministry of 
Economic Development of a duration not greater than 20 years.  
Through its participation in the Ital Gas Storage S.r.L. company, Ascopiave counts on having the 

availability of a significant amount of storage capacity on the developed site. 

In addition to the obvious ability to modulate consumption during peak phases, this operation 

allows Ascopiave to import non-UE gas, having the reserve capacity required under the law.  

In fact, according to the current norms, an importer must provide a provable declaration the 

effective guarantee that it has available the requested strategic reserve capacity, equal to 10% of the 

quantity of natural gas imported each year, and with a daily peak availability at the end of the peak 

season, equal to at least 50% of the medium daily importation predicted in the same peak period.  

 

Distribution of natural gas 

 

                                                 
1 Source: Annual report on services and activities carried out by the Autorità per l’Energia Elettrica e il Gas 
(Electric Enery and Gas Authority) as of 6 July 2006. 
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The management of natural gas distribution is articulated in a number of elementary activities: 

� the protection of and use of the distribution system; 

� ordinary and scheduled maintenance; 

� extraordinary maintenance and replacement of the system; 

� the expansion of and strengthening of the network; 

� emergency repairs, as defined in Deliberation AEEG n. 47/00, n. 236/00,n. 168/04, n. 158/05, n. 

243/05 and  n. 108/06;  

� the acquisition and management of the concessions. 

 

Following the obligatory separation of the selling activities from the distribution activities, the 

administrative onuses have greatly increased for the distribution company, linked to the necessity of 

guaranteeing impartial management of the service in the face of selling companies that request 

access to the network.  

These new onuses bring with them the necessity to invest considerable sums in information 

technology. 

The distributor’s role is very important in guaranteeing an appropriate process of opening the 

market to competition, and in the experience of Ascopiave S.p.A., proper functioning of the system 

can only be guaranteed by companies that are technically qualified, capable in sufficiency for their 

dimensions, to face both in organizational and investment terms the complex administrative rules 

imposed for the transparent liberalization. 

 

Among other things, distribution companies must be able to face switching requests (contractor 

change) from the selling companies in a quick and timely manner, they must guarantee a 

trustworthy billing service, and additionally, must provide for the correct allocation of the monthly 

costs between the numerous selling companies that use the network for the supply of gas to their 

personal end clients. Improper management of these processes contributes to making the system 

more complicated and the activities of the selling companies more risky, with the inevitable 

consequence of discouraging new entries into the market. 

 

Expansion and maintenance of the distribution network 

 

Ascopiave S.p.A. manages gas distribution activities throughout a territory consisting of 155 cities, 

with a total of over 980,000 inhabitants.2 

                                                 
2 Data as of 31 December 2005; data source ISTAT 
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Network development activities are planned and coordinated by the main headquarters.  

Activities of planning, prevention and employee management for the implementation of new 

distribution systems are carried out centrally on the request of private customers or by the public 

administration. The central technical structure has a cartography and calculation system, which, 

through the creation of a fluid-dynamic model of the network’s functional parameters, calibrated on 

seasonal consumption progress, allows the constant prediction of the effects produced to the 

network of sudden thermal changes, anomalies, or the insertion of new delivery points. 

The telecontrol system is centralized, based on the constant control of the peripheral systems by the 

central system. The first stage gas pressure reduction stations are all telecontrolled. 

 

Ascopiave S.p.A. performs maintenance activities on the distribution systems in order to maintain 

adequate safety levels, ensure quality and continuity of service, in part through the work of internal 

personnel, and in part using third-party services. 

Proper odorization of the gas is periodically monitored, and some first stage gas pressure reduction 

stations use automatic injection systems that allow timely dosage of the odorization contents.  

On the first stage decompression systems, and on the GRF and GRM stations, preventive and 

corrective maintenance required under the norms in effect are performed for the most part by 

personnel employed by Ascopiave S.p.A. 

 
In 2006, vast amounts were invested in the enlargement, expansion and maintenance of the 

distribution network. 

 

Over the course of the year, over 70 kilometres of distribution network were placed, with work 

performed in over 100 cities.  

 

With the aim of adjusting the systems to the increase in hourly consumption registered, and at the 

request coming from connections to the network, maintenance services were performed on first 

stage reduction and measurement systems, providing for extraordinary maintenance on three 

systems, expansion of another three systems, and the reconstruction of one system. 

In addition, 21 new final reduction groups were installed, and the extraordinary maintenance of 53 

already existing final reduction groups was performed (substitution of out-of-date tools, adjustment 

to current norms, increase in delivery power following enlargement of the network, etc.). 

Another 83 groups of reduction and measurement for industrial and commercial use were installed, 

66 of which constructed by employees of Ascopiave S.p.A. 
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Finally, another 56 mounted columns and underground connections were worked on, 20 

interceptions of medium pressure lines, 20 intake cuts, 71 various procedures on underground parts 

of use derivation and 776 procedures on aerial parts (of which 604 on zinc of mounted/connections 

already existing, 35 procedures of use reduction group substations, and 138 various procedures). 

The safety indicators (loss research and odorization level) and of continuity (service interruptions), 

required in Resolution AEEG n. 168/2004 were effectively kept under control, in full respect of the 

service obligations required.  

Over the course of 2005-2006, inspection of approximately 40% of the distribution network was 

carried out, with the aim of reducing risks coming from the uncontrolled loss of gas due to 

deterioration of or damage to the systems. The inspection program carried out is superior to the 

minimum standards required under AEEG and demonstrates the attention paid by Ascopiave S.p.A. 

to the safety of its services.  

In 2005-2006, through a dedicated toll-free number, active every day of the year, 24 hours a day, 

2,957 emergency company repairs were received. In 98% of cases, arrival time to the location of the 

call was less than 60 minutes. 

 

Connections and activity on measurers 

 

The process of prevention and carrying out of new connections is carried out on a peripherical level 

in the territorial areas, which, in this field, enjoy organizational autonomy. 

 

In 2006, 5,384 estimates were created, 4,066 procedures were carried out on accepted estimates, 

and 12,126 measurers (or meters) were installed. 

 
In 2006, the average time for the creation of a simple estimate was 10.3 workdays (in comparison to 
a standard of 15 days), with a percentage of estimate created outside of the standard times of 3.6%. 
 
The average time for the performance of simple jobs was 6.6 workdays (in comparison to a standard 

of 10 days), showing an improvement of 1.8 days with respect to 2005. The percentage of simple 

jobs performed outside of the standard times was 7.1%. 

 

Part of the improvement effected and solidified over the last few years can be attributed to constant 

dialogue with the bidding companies, in the framework of the rules defined in the bidding processes 

for the awarding of jobs. The bidding companies obtain incentive payments when they conclude 

projects in a time inferior to that pre-established in the contract, while on the other hand, they are 

penalized when they complete projects in violation of the contract standards.  
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This system stimulates the companies to reinforce their teams even in the presence of negative 

contingent factors, aggravated by the notable largeness of the territory in question and the 

dispersion of the main inhabited areas served. 

 

Activities of maintenance on meters, such as activations, replacements, suspensions and 

reactivations of default, were performed in a regular manner, in conformance and harmony with the 

required standards. 

 
The average time for procedures on meters was found to be 4.0 work days and the percentage of 
operations outside the standards was reduced by 50%, from 0.4% to 0.2%. 
The average time for the activation of a new supply was 6.8 workdays (in comparison with a 

standard of 10 days), highlighting an increase of 92% with respect to 2005, exclusively following 

the reception of the activity of documented proof on the gas use systems relative to new activations 

(Resolution n. 40/04). 2005 was only partially affected by the introduction of the documented proof 

activity, given that this began in the month of July 2005. 

 

Heat Management 

 

Ascopiave, with a view to diversification in its field of operations, created the heating division to 

provide to its clients, principally local administrative organizations, a service that is able to: 

(i) (i) Manage the conduction of thermal heating and air conditioning systems; 

(ii) (ii) Guarantee that these systems meet norms and maintain that respect of norms as they 

change from time to time; 

(iii) (iii) Pursue, for the client, the objectives of saving energy and reducing atmospheric 

pollution.  

 

To be precise, the service of heating management performed by Ascopiave consists in the following 

activities: 

(i) (i) Management of the heating systems in buildings, included fuel supplies; 

(ii) (ii) Checks, ordinary and extraordinary system maintenance, with the assumption of the 

“third- 

(iii) (iii) Implementation and/or management, including adaptation to norms when necessary 

and the ordinary and extraordinary maintenance of winter and summer heating and air conditioning 

of buildings; 

(iv) (iv) Planning and installation of telecontrol and telemanagement systems for the systems; 
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(v) (v) Remote telecommunication monitoring of the systems; 

(vi) (vi) Procedures to normalize and restructure thermal heating and air conditioning 

systems. 

 

31 December 2006, the Group managed 397 thermal systems, of which 92 as a third-party 

responsible, prevalently on the basis of agreements stipulated with local administrative 

organizations. 

 

Efficiency and energy saving 

 

To comply with the obligations for energy savings under Decree 20 July 2004 of the Ministry for 

Productive Activities, Ascopiave, over the course of 2006, took actions to implement two projects: 

(i) (i) The installation of thermoregulation and telemanagement tools in public buildings; 

(ii) (ii) Distribution of florescent light bulbs for electrical energy savings and a kit including 

a low-flow shower head and a low-flow tap for saving hot water too all of its domestic clients. 

 

Following the implementation of said projects, Ascopiave expects to obtain in five years a quantity 

of 29,628 White Certificates (of which 21,852 Type I, 6,834 Type II, and 942 Type III) with which 

it will cover part of (approximately 48%) of its energy savings objectives.3 As a consequence, 

Ascopiave will have to purchase a number of White Certificates on the market in a quantity to reach 

its requirements. 

 

With Resolution n. 293/06 of 18 December 2006 (“Determination of specific objectives for 2007 

for the savings of primary energy for the distributors of natural gas and electrical energy subject to 

the obligations under Ministry decree 20 July 2004”) the Authority for Electrical Energy and Gas 

defined the “2007 objectives” for energy savings for electrical energy and natural gas distributors, 

carrying out Ministry Decree 20 July 2004, which introduced the mechanism of “energy efficiency 

equities” (or white certificates), to promote the diffusion of more efficient technologies for energy 

use.  

For 2007 the Authority established for large distribution companies a total objective of over 

                                                 
3 With resolutions no. 213/04 of 13 December 2004, no 07/06 of 17 January 2006 and no. 293/06 of 18 
December 2006, the Authority had determined the specific objectives of primary energy saving for the year 
2005, 2006 and 2007 for the single suppliers of natural gas subject to the obligations under Ministry decree 
of 
20 July 2004. In relation to Ascopiave the objectives have been set to 2.266 T.E.P. for 2005, to 4.729 T.E.P. 
for 2006and to 9.054 T.E.P. for 2007 
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630,000 equivalent oil tons (tep):  61% of said savings (equal to approximately 385,000 tep) must 

be obtained by electrical energy distributors; the remaining 39% (248,000 tep) by natural gas 

distributors.  

2007 will be the third year that the white certificate mechanism is in effect, to support the rational 

and intelligent use of energy. Part of the 2007 objectives can be already be met by the distributors 

thanks to the energy savings that continue to be generated thanks to the interventions implemented 

in order to meet the objectives given to them by the Authority in the preceding two years. The 

remaining part must be met through the implementation of new energy saving projects through end 

users. 

 

As pertains to 2005, Ascopiave met its objective for energy savings, obtaining through its own 

projects, 2,266 White Certificates, as requested for their 2005 objective. In addition, it obtained 

3,419 Type II White Certificates to partially cover its requirements in the years to follow. Relative 

to 2005, the Authority for Electrical Energy and Gas provided Ascopiave with a contribution of 100 

Euro for each Type I and II certificate delivered. 
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Objectives and policies of the Group 

 
Sales market of natural gas 

 
As the market conditions progressively change, for the most part due to the decreasing protection of tariffs in the face of 

a growing number of customers, Ascotrade is developing a policy of retention and acquisition of new clients as of 2007, 

concentrating its commercial strengths on small/medium commercial and industrial companies, characterized by median 

annual consumption of less than 200,000 cubic meters.  This client group allows higher sales margins, both with respect 

to large industrial clients, where the commercial competition is notably high, and to residential customers, who have 

contact and management costs that are very high, and for which the Authority for Electrical Energy and Gas’s tariff 

regulations have imposed selling prices that are not appropriate to be applied to the destination for which the gas would 

have.   

Due to this viewpoint, Ascotrade is reinforcing its structure for the procurement of gas, in order to take advantage of all 

the opportunities that the market offers, in addition to spot supplies, and intensifying its selling strength, especially 

through increased training of its employees who have direct client with customers.  It is also working to better its 

activities connected to the support of information services-CRM in its company, and the back-office personnel 

specialized in the management of supply contacts for the segment of customers with intermediate levels of 

consumption. 

 

In consideration of the preset development objectives, especially in the segment held to be the most profitable at the 

moment for commercial and industrial customers, and in order to respect the regulatory norms of the Authority for 

Electrical Energy and Gas, it is necessary to intervene in a significant way in the management of the service to ensure 

its quality. 

The natural evolution of the market following liberalization, and the obligation to respect the norms and the necessity to 

increase sales, impose  a requirement for professional growth of the staff complement, through training programs 

created for each individual area, in order to obtain growth in specific knowledge on the part of all the company’s 

resources.   

One parameter that indicates the quality of the service supplied is the low level of switches seen in the first four years of 

liberalization: the number is near 1%, a very low level in comparison to that seen in other areas with similar 

dimensions. 

 

A fundamental element for obtaining excellent results is an appropriate development of information systems: all 

processes must be automated to the maximum possible, and vast investments must be made in CRM, in order to offer 

all of the information resources necessary to be able to carry out the individual functions in the best way possible.  In 

this sector, Ascotrade, along with the information systems division of Ascopiave, is already working intensely.  Many 

internal resources have already been collaborating for several months with the company Blu-Crm in order to complete a 

highly personalized information system capable of satisfying the needs of all the management areas: much has already 

been completed, but to meet the set objectives it will be necessary to continue the work for more than a year.   

 

In addition to the general projects planned, Ascotrade will begin two projects in the next few months for the 

development of activities regarding electrical energy sales and for the procurement of gas. 
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In addition to improving internal processes, it seems fundamental for the Group that it reinforce its capabilities in 

business activities having to do with the procurement of gas. 

This reinforcement will come about through the acquisition of human resources with a high skill level, and with a deep 

knowledge of the international market and the technical aspects of logistical stage management.  Ascotrade’s structure 

must be capable of autonomously carrying out, through the use of sophisticated information systems, the operations of 

prediction and nomination of the capacity and volumes of gas through the entire supply chain: hub (international 

exchange points) – international gas pipelines – PSV (national exchange point) – national transport – city gate – local 

distribution. 

 

A commercial campaign was planned in the first months of 2007, aimed at the acquisition of the 
industrial market outside of the distribution systems managed by Ascopiave, and corresponding to a 
significant volume of gas. 
 
Sales market of electric energy 

 
The possibilities for growth in electrical energy sales activities for 2007 are extremely good.  As of 1 July 2007, the 

market for electrical energy sales will be completely liberalized.  Conscious of the importance of this change, Ascotrade 

is improving its commercial organization, in order to manage this phase in which the electrical market opens as an 

opportunity for growth in new markets, and to better consolidate its customer base. 

In order to manage the notable increase in business activities, a vast reorganization of company 
processes and activities is necessary, involving procurement, quality, marketing, back-office/billing, 
credit management, call centre, management control, administration, and information systems. 

Human resources 

As of 31 December 2006, Ascopiave Group had 300 employees, divided between the various companies of the Group 

(Ascopiave S.p.A, Ascotrade S.p.a.  and Global Energy S.r.l.) as outlined below: 

 

Company 31/12/2006 31/12/2005 Change 

Ascopiave S.p.A. 253 237 16 
Ascotrade S.p.A. 42 48 (6) 
Global Energy S.r.l. 5 0 5 

Total 300 285 15 

 

 

 

With respect to 31 December 2005, the staffing level of the Group had increased by 15, following: 

(i) An increase of 16 employees for Ascopiave S.p.A., by virtue of 25 hirings, 18 terminations and 9 internal 

transfers (tellers) from Ascotrade S.p.A.; the strengthening of the staffing level was necessary to confront the 

requirements created by the new obligations imposed by the Authority to the distributors (activities of Resolution n. 

40/04, network codes predispositions, implementation of new metering office functions, etc) and to strengthen the 

administrative area in view of the quoting process; 

(ii) A decrease of 6 employees for Ascotrade S.p.A., by virtue of 9 hirings, 6 terminations, and 9 internal transfers 

(tellers) to Ascopiave S.p.A.; 

(iii) An increase of 5 employees due to the entrance of Global Energy S.r.l. in the consolidation perimeter. 
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The following table illustrates the division of the staff complement by skill level/grade: 

Type 31/12/2006 31/12/2005 Change 

Executives 9 9 0 
Supervisors 15 16 (1) 
Office workers 181 167 14 
Blue-collar  workers 95 93 2 

Total 300 285 15 

 

 

Research and development activities 

Information systems 

 
In 2006, the information systems service of the Group was focused on the following projects: 
� Completion of restructuring of the industrial printing office for billing, with the adoption of an 

evolved system that also included scanning stations; 

� Adaptation of the industrial park for personal computers and printers; 

� Completion of SAP system updating for the accounting software, going from version R/3 to 

ECC 5.0 

� Implementation of the document information system for the management of the so-called data 

room for archiving and computerized consultation of the company documentation of stock 

market results 

� The necessary computerized support for all of the research and reports requested by the 

company being quoted on the stock market 

� Development of a procedure for allocation and balancing of the energy from the systems 

� Completion of an integrated module in GeutWeb to manage technical documentation related to 

connection cases (Ascopiave) and contracts (Ascotrade) 

� The implementation of a software module for budget management 

� The implementation of a software module for monitoring call centre selling activities 

� The implementation of a vertical software module for the management of “passive billing”, with 

the automation of recovery processes, registrations inserted in the SAP accounting systems of 

passive documents having to do with: 

� Gas purchases; 

� Electrical energy purchases; 

� Fuel supply for motorized vehicles 

� Motorized vehicle maintenance 

 
In 2006 the legacy management system Geut continually underwent maintenance relative to the 
normative changes and requests for various operative services for distribution and sales. 
This was followed by the implementation of the new management system GEUTWEB. 
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For all of 2006, supplying of information services and bill printing for various cities and aqueduct 
consortiums continued. 
 

Quality 

 
Quality system and certification UNI EN ISO 9001:2000 

 
The Ascopiave Group places management of the quality system among its primary strategic objectives for its company, 

in order to ensure continuous customer satisfaction while simultaneously guaranteeing constant quality levels in the 

services it offers. 

 

In 2001, Ascopiave obtained quality certification for its integrated services of distribution and sales 
of gas.  Following the division of the company in conformance with Legislative Decree 164/2000 
and the recent new norms in the sector, Ascopiave and Ascotrade each developed a personalized 
Quality Management System, obtaining as of 30 April 2004, UNI EN ISO 9001:2000 certification. 
 
With regards to Heat Management, in March 1996, Ascopiave obtained UNI EN ISO 9001 
certification, which was then adapted to the associated norms in May, 2004. 
 
The service for distribution of gas is subject to regulation by the Authority for Electrical Energy and Gas, with which its 

regulations defines the tariffs, quality levels, and the technical-commercial modalities to be used for the disbursement of 

the service. 

In accordance with the Integrated Text “disposition for quality of service, measurement and sales of gas,” in Resolution 

n. 168/04 and the associated modifications and integrations (Resolution n. No. of employees 2005 243/05 and n. 

108/06), the Ascopiave Group adopted specific reference standards through the List of Services, which was updated 

starting from 1 January 2006.   

The List of Services, while it is not a mandatory document, represents, in any case, an instrument 
for improving the service supplementary to certification for the corporate structure. 
 
Customer satisfaction 

 
The Ascopiave Group’s customer service process was created in conformance with the 2003 UNI 
11098 norms, which provide “guidelines for the measurement of customer satisfaction and for the 
measurement of indicators of the relative process.”   
 
The customer service process, with reference to the distribution service is performed daily and 
includes the involvement of all of both the front and back office resources and the personnel of the 
territorial unit, found throughout the areas served by Ascopiave, trained in both appraisal of 
estimates for the implementation of the networks and systems. 
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General operational performance - The economic Group results  

(in thousands of Euro) Financial Year 
2006 

% on 
revenues 

Financial Year 
2005 

% on 
revenues 

 

      

Revenues           318,105 100%             279,307 100% ( B) 

Operating costs: (277,700) -87% (223,112) -80%  

Amortization and depreciation (11,255) -4% (11,057) -4% ( H) 

OPERATING RESULT              29,150 9%               45,138 16%  

Net financial expenses (1,864) -1% (3,433) -1% ( I) 

Income before taxes              27,286 9%               41,705 15%  

Taxation for the year (11,047) -3% (16,607) -6% ( L) 

Net income before discontinued operations              16,239 5%               25,098 9%  

Net income from discontinued operations                        - 0% (576) 0%  

NET RESULT               16,239               0               24,522              0  

Net income for the others                   143 0%                          - 0%  

Net income              16,382               0               24,522              0  

Basic earnings per share              0,11                 0,18   

Diluted earnings per share              0,12                 0,18   
In accordance with the Consob Communication n. DEM/6064293 of 28 July 2006 we indicate here that the alternative Performance indicators are 

defined on page 5 of the present document. 

 
Over the 2006 fiscal year the Group’s revenues showed an increase of 13.9% with respect to the 
corresponding period in 2005, going from 279,307 thousand Euro to 318,105 thousand Euro.  This 
increase is due to an increase in gas revenues, which increased by 30,994 thousand Euro, an 
increase of 12.2%, which can be explained by the increase in the tariff component of the sale price, 
linked to the cost of the raw material being mitigated by the decreased consumption seen in the last 
quarter of 2006, caused by the unfavourable weather and the increase in electrical energy revenues, 
which increased by 8,163 thousand Euro, an increase of 217%, explained by an increase in 
customers who use electrical energy. 
 
The tables below set forth net sales by product line: 
(in thousands of Euro) Dividend   SALES   other   

 Financial 
Year 2006 

Financial 
Year 
2005 

Change Financial 
Year 
2006 

Financial 
Year 
2005 

Change Financial 
Year 
2006 

Financial 
Year 
2005 

Change 

          
Net revenues from third parties            16,157      14,439      1,718    287,178    257,451    29,727      14,769        7,417      7,352 
Infra-group revenues among business 
sectors 

           45,354      51,812 -    6,458        2,228        1,804         424             65             41           24 

Revenues from business sector            61,511     66,251 -    4,740    289,407    259,255    30,151      14,833        7,458      7,376 
          

Operation results before amortization             38,803      44,179 -    5,376           367      10,975 -  10,609        1,235        1,040         195 
Amortization and depreciation            11,133     10,969         164            30             10           20             91             77           14 
Operating result            27,669      33,210 -    5,540           336      10,965  -  10,629        1,144          963         181 
Income before taxes            24,327      29,029 -    4,702       1,810      11,713 -    9,904        1,150          963         187 

          
Assets           434,469    322,515   111,955     114,476    118,910 -    4,434        3,697       4,380 -      683  
Liabilities  -         73,432  -  159,167     85,734 -  106,875  -    89,626  -  17,248 -      3,434 -      2,426 -    1,008 

          
Equity investments:          
Property, plant and equipment.            14,158      14,203 -        45            100             30           70        1,009               4      1,005 
Intangible fixed assets             1,377           323      1,054               2               -            2               4              -            4 

 
 

Revenues relating to Gas sales increased by 11.5% with respect to 2005 going from Euro 257,451 thousand for the year 

2005 to Euro 287,178 thousand with an increase of Euro 29,727 thousand due to the increase of a selling price 

component such as the cost of gas as raw material.  In fact, in the face of a reduction of cubic meters of gas sold, 
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decreasing from 840.8 million cubic meters in 2005 to 790.2 million cubic meters in 2006, a decrease of 50.6 million 

cubic meters or 6%, there was still an increase in revenues as stated above. 

 

This corresponds with an increase in operating costs linked to the acquisition of raw gas materials which went from 

190,200 thousand Euro in 2005 to 232,709 thousand Euro in 2006, an increase of 42,509 thousand Euro, or 22%, due to 

an increase in price, somewhat compensated for by decreased acquisition of cubic meters, which went from 840.8 

million cubic meters in 2005 to 790.2 million cubic meters in 2006, a decrease of 50.6 million, or 6%. 

 

In terms of difference between revenues and cost of Gas for the year 2006, an deterioration of Euro 11.515 thousand in 

absolute value was recorded compared with the corresponding period of the previous year, in fact the gas margin 

decreased by 17.8% passing  from Euro 64,577 of 2005 to Euro 53,062 of 2006   

 
In fact the operation results decreased from 45,138 thousand Euro to 29,150 thousand Euro.  This 
worsening can also be blamed on the unfavourable weather in the last quarter of 2006, which 
brought with it 50.6 million cubic meters fewer of gas sold.   
 
The amortization went from Euro 11,057 in 2005 to Euro 11,255 in 2006, an increase of 198 
thousand, equal to 1.8%, and is substantially stabilized. 
 
In terms of results before fees, a decrease from 41,705 thousand Euro in 2005 to 27,286 thousand 
Euro in 2006 was seen, equal to 34.5%. 
 
The net results showed a decrease of 33.2%, going from 24,522 thousand Euro in 2005 to 16,381 
thousand Euro in 2006 with an increase in the tax rate from 39.8% in 2005 to 40.5% in 2006. 
 
General operational performance – Financial situation 
 
Following are some figures relative to the financial changes of the group 
(in thousands of Euro) 2006 2005 

   

Net income for the Group                 16,381                 24,522 
Net cash provided by operating activities 36,954 18,869 
Net cash used in investing activities (16,593) (15,826) 
Net cash flows used in financing activities 78,021 (7,749) 
Period monetary flow 98,383 (4,706) 

Cash and cash equivalents at beginning of the year 2,208 6,914 

Cash and cash equivalents at end of the year 100,591 2,208 

 
 
The Group has available liquid resources at the end of the fiscal year equal to 100,591 thousand 
Euro, at the beginning of the fiscal year they were equal to 2,208 thousand Euro, showing a cash-
flow of 98,383 thousand Euro during the fiscal year. 
Specifically the operating assets generated increases of 36,954 thousand Euro, while the investment 
assets, on the other hand, absorbed flows equal to 16,593 thousand Euro.  The financial assets 
showed a flow generated in cash of 78,021 thousand Euro linked to the entry on the stock market 
which occurred in December which permitted the re-entry of bank exposure which decreased from 
81,812 thousand Euro in 2005 to 3,587 thousand Euro in 2006 as indicated by the successive net 
financial position. 
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The details of the financial movements are indicated in the cash flow statement. 
 
(in thousands of Euro) 31/12/2006 31/12/2005 

   
Cash and cash equivalents         (100,591)            (2,208) 
Current financial assets (Financial receivables)                     -               (564) 
Short-term borrowings              3,587            81,812 
Payables due to the City Council of Castelfranco              2,393  
Financial amounts due to parent company                 129                  15 
Net short-term  financial position         (94,482)           79,055 
Medium/Long-term loans              6,941              8,540 
Payables due to the City Council of Castelfranco               2,393 
Net Medium/Long-term  financial position              6,941            10,933 

   
Net financial position         (87,541)           89,988 

 
 
General operational performance - Investments  

 

The company’s investments, for the most part effected by the group’s principal company, 

Ascopiave S.p.A., were equal to 16,732 thousand Euro, mainly spent on the expansion and 

maintenance of the gas distribution network, for the purchase of remote management systems 

through its interest in Le Cime Servizi S.r.l., and for costs sustained through the reaching of energy 

saving objectives, represented both by costs for internal projects that allow the granting of Energy 

Efficiency Equities (so-called White Certificates) also for successive financial years, and for the 

purchase on the electrical market of said equities, as indicated in the following table. 

(in thousands of Euro) Financial Year 
2006 

 

Goodwill   
Goodwill for Global Energy S.r.l.                       227 (1) 

Intangible fixed assets  (2) 

Industrial patents and intellectual property rights                         63  

Concessions, licences, trademarks and similar rights                         27  

Other intangible fixed assets                       847  

Construction in progress and advance payments                       219  

Property, plant and equipment.   

Land and buildings                    1,219 (3) 

Plant and machinery                  12,475 (4) 

Industrial and commercial equipment                         93  

Other  assets                       766 (5) 

Construction in progress and advance payments                       796  

Total investments                  16,732  
 

The division of the investments amounts are as follows – 1,383 thousand Euro of investment for 

intangible fixed assets and 15,349 thousand Euro for tangible assets; the most important areas in the 

increase are the following: 

1.  Start-ups:  The increase is caused by the expansion in the area of consolidation; 

2. Other intangible fixed assets: the increase derives from the costs sustained for the white 

certificates, represented by the costs for internal projects carried out in order to acquire said 
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certificates and the direct purchase of the certificate on the electrical market, the values indicated 

are net for their use of reaching the energy savings objectives assigned to the Company by the 

Authority for Electrical Energy and Gas for the 2006 fiscal year;   

3. An increase of 209 thousand Euro is due to various areas of consolidation, 965 thousand 

Euro for investments in the company offices in Pieve di Soligo, and the rest for the purchase of land 

and modernization of the methane reduction cabin factories. 

4. A portion consists of 7,589 thousand Euro for new connections, 749 thousand Euro for the 

placement of new meters, 2,736 thousand Euro for the extension of the new network, 539 Euro for 

the construction/modernization of reduction plants, and 745 thousand Euro for the enlargement of 

the consolidation area. 

5. This portion is mainly due to 115 thousand Euro spent for the purchase of hardware and 

software, 381 thousand Euro for the purchase of furniture and 221 Euro for the purchase of new 

motorized vehicles. 

 

Statement linking shareholders' equity and net profit of Ascopiave  S.p.A. and related 

consolidated values as of 31 December 2006 

The following is the statement linking shareholders' equity and net profit of Ascopiave S.p.A. and 

the corresponding consolidated values at 30 June 2006, as requested by the Consob communication 

No. DEM /6064293 of 28 July 2006 

(€ thousand) Net 
shareholder
s’ equity as 
of 31 Dec. 
2006 

Net 
income as 
of 31 Dec. 
2006 

   
Net income and results for the period as 
recorded in the statutory financial 
statements of the parent company. 

      365,999       15,327 

   
Elimination of the book value of the consolidated equity investments: 
- difference between book value and 
shareholders' equity 

          1,457  

 - results obtained by subsidiary companies           1,055        1,055 
   

Minority interests             391          (143) 
   
   

Net shareholders' equity and result for 
the period as recorded in the 
consolidated financial statement. 

      368,902       16,239 
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Tax Moratorium  

 

Ascopiave is not interested in the relief offered by the Tax Agency, regarding the recuperation of 
the fiscal benefits of the joint-stock company existing under the senses of Law n. 142 of 8 June 
1990. 
The legislation has confirmed the applicability of the norms only for joint-stock companies with 
majority public participation existing under the senses of Law n. 142/1990 operating in the field of 
local public services that took advantage of the fiscal moratorium during 1995 and 1999. 
In this period, Ascopiave was not yet a joint-stock company, still being a special consortium 
company and did not fulfil the requirements for said relief. 
 

Reclassification of CGD component of distribution Income Constraint 

 
On 29 July 2005 Ascopiave proposed a motion to TAR Lombardia to protest the note of the Tariff Direction of the 

Authority for Electrical Energy and Gas in which the Authority for Electrical Energy and Gas rejected Ascopiave’s 

request for re-determination of the value of the CGD component (costs of management related to distribution activities) 

of the VRD with reference to the intended total tariff region. 

TAR Lombardia with Sentence n. 613 of 14 March 2006 accepted Ascopiave’s motion, declaring 
the company had a right to determine the value of the CGD component for the thermal year of 
2003-2004 with reference to the total intended region. 
Through its Sentence n. 613 of 28 February 2006, the Authority for Electrical Energy and Gas, on 
14 April 2006, appealed to the State Council with the request for suspension, which was not 
accepted by the Court.   
There are reasons to believe that the State Council, whose definitive sentence is predicted for April 
2007, will confirm the decision of TAR Lombardia, including the following: 

(i) The consolidated and constant favourable orientation of case law of the first instance, also 

confirmed by the State Council in previous analogical cases; 

(ii) Negation of the right claimed by Ascopiave would bring with it an unjust disparity in 

treatment in comparison with other operators; 

(iii) The lack of foundation for the contrary reasons adopted by the AEEG. 

 
In the case that Ascopiave wins the motion, the company will have to redefine its proposed tariffs 
for the thermal year of 2003-2004 and ask its users to pay additional sums.  The difference between 
the Restrictions for Distribution Revenues deliberated at the time to define the tariff approved by 
the AEEG and the new Restrictions resulting from the calculation of the CGD component for the 
entire intended area is estimated at 2.0 million Euro. 
Given that the CGD for the 2003-2004 thermal year represents a parameter for the calculation of the 
tariff for the second regulatory period, as indicated in Resolution n. 170/04, the possible redefinition 
of such component would also bring with it a redefinition of the tariff for the thermal years of 
2004/2005, 2005/2006, 2206/2007, and 2007/2008. 
To be clear, in order to be prudent, the 2006 results do not take into account an increase in tariff linked to the possibility 

of calculating the CGD component tied to the distribution revenues at the hoped for level.   

 

Restriction of the layer of protected market 

 



Ascopiave Group   
 

Ascopiave Group - Consolidated and individual financial statements as of 31 December 2006 62

Notwithstanding the complete liberalization of the gas sales market as of 1 January 2003, the Authority for Electrical 

Energy and Gas retained certain powers in tariff matters, defining the maximum economic conditions that must be 

offered to ex-captive customers. 

This situation evidently represents an anomaly, justified by the necessity to provide protection for 
the small consumer market, and in any case is seen as temporary, in order to guarantee an organized 
transfer to the complete liberalization of prices. 
Taking note of such situation with Resolution n. 134/04 the Authority decided to restrict the 
protected sector of the market, limiting it to only domestic users.  For Ascotrade, this created the 
possibility to apply to non-domestic users economic conditions for provision which are not bound 
to the standards defined by the Authority. 
 
Sector reporting 

 
 The sector information is provided in reference to the business sectors in which the Group operates.  
Business sectors are identified as primary segments of activities.  The criteria used for identifying 
the activity segments were, among other things, inspired by the methods whereby management runs 
the Group and assigns managerial responsibilities. In particular, such criteria are based on group 
activities by sector defined in function of their legal headquarters in companies belonging to the 
Group.   
 Information for geographic sectors is not provided, since the Group does not have any business 
activity outside of the national territory. 
 
Own shares 

 
In accordance with Articles 2428 of C.C., paragraph II, it is noted that as of 31 December 2006, the 
society did not possess any of its shares 
 

List of companies' registered offices 

 
In accordance with Article 2429 of C.C., the secondary offices of the company, divided between 
owned offices and leased offices, are listed: 
 
 
Owned offices 
 
Owner Location Intended use 
Ascopiave S.p.A. Villorba - Via Felissent n° 20/C building hosting company offices and 

customer service centre 
Ascopiave S.p.A. Pieve di Soligo - Via Verizzo 1030 building hosting company offices and 

customer service centre 
Ascopiave S.p.A. Pieve di Soligo - Via Verizzo 940 building hosting warehouse and workshop  
Ascopiave S.p.A. Pieve di Soligo - Via Verizzo 1030 Building to park and store company vehicles 
Ascopiave S.p.A. San Vendemiano - Complesso "Quaternario" building hosting company offices and 

customer service centre 
Ascopiave S.p.A. Sandrigo - Via G.Galilei n° 25 building hosting company offices and 

customer service centre 
Ascopiave S.p.A. Sandrigo - Via G.Galilei n° 27 building hosting warehouse and workshop 
Ascopiave S.p.A. Castelsangiovanni - Via Borgonovo building hosting company offices and 

customer service centre 
Ascopiave S.p.A. Castelsangiovanni - Via Borgonovo building hosting warehouse and workshop 
Ascopiave S.p.A. Asolo - Via dei Tartari Building (garages) hosting warehouse 
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Leased offices   
Managing 
company 

Location Destination of result Annual fee 
(thousands of 

Euro) 
Ascopiave S.p.A. Lentate sul Seveso - Via Padova n° 35  Building hosting company offices                       

14,000 
Ascopiave S.p.A. Castelfranco - Piazza Serenissima n° 

40 
Building hosting company offices                       

38,000 
Ascopiave S.p.A. Castelfranco - Piazza Serenissima n° 

60 
Building hosting company garages                         

3,070 
Ascopiave S.p.A. Castelfranco - Via della Cooperazione 

n° 8 
Building hosting company warehouse                       

21,961 
Ascopiave S.p.A. Novedrate (Co) - Via Papa Giovanni 

XXIII 
Building hosting company offices                       

17,128 
Ascopiave S.p.A. Portogruaro - Via Giotto Building hosting company offices                       

36,309 
Ascopiave S.p.A. Marchirolo - Via Cavalier Busetti n° 7/h  Building hosting company offices                       

20,585 
Ascopiave S.p.A. Ormelle - Via Roma n° 42 Building hosting company offices                         

3,132 
Ascopiave S.p.A. Casteggio - Via Risorgimento n° 29 Building hosting company offices                       

11,127 
Ascopiave S.p.A. Porto Viro - Via dell'Artigianato n°9/A Building hosting company offices      

22,238 

 
Safety and protection of personal data. 

 
Declaration in accordance with Legislative Decree 196 of 30 June 2003   

 
The President, as the person responsible for the treatment of the personal data of the Company, 
declares the Programme Document on security of Legislative Decree 30 June 1996 has been 
prepared.   
 
Relevant facts which took place after the financial year closure 

 
Increase in authorized capital for Ascopiave S.p.A. following the IPO (initial public offering)  
 
The increase in capital seen by the main company through the operation of entering on the stock market was given to 

the Register of Companies on 2 January 2007, and for this reason it is not represented on the list of the Statement of 

Assets and Liabilities on 31 December 2006.   The new value of authorized capital following the entry on the stock 

market is 233,334 thousand Euro.  

Transfer of Ascostrade S.p.a. branch from Bimetano Servizi S.r.l.  
 
With the resolution of the extraordinary meeting of the subsidiary Ascotrade S.p.A. of 28 December 2006, Ascopiave 

S.p.A. and Bim Gestione Servizi Pubblici S.p.A. (company held by 67 cities in Veneto) reached an agreement which 

provides for the conferral of the branch of Bimetano Servizi S.r.l (subsidiary company of Bim Gestione Servizi Pubblici 

S.p.A.) having to do with gas sales in the province of Belluno to Ascotrade S.p.A.  The operation provides that with the 

conferral, Ascotrade will increase the capital (with an effective date of 1 January 2007) reserved for Bimetano Servizi 

S.r.l., which will be given an interest equal to 11%.  Due to this transfer, Ascotrade S.p.A. acquires about 29,000 of 

users in the area of the Province of Belluno. 

 

Establishment of Coge Calore S.r.l. 
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On 7 March 2007, the company Coge Calore S.r.l. was established, with its headquarters in Castelleone (CR) and 

authorized capital of 50,000 Euro.   

The society is controlled by Global Energy S.r.l., with a quota of 55%. COGE Calore S.r.l. will be mainly concerned 

with the implementation and management of co-generative plants, with a territorial focus on the market in Lombardy. 

. 
 

Call for share capital of Ital Gas Storage S.r.l. 

 

On 1 March 2007, an additional quota of 25% of the authorized capital of Ital Gas Storage, already underwritten by 

Ascopiave was paid, to cover the expense budget for 2007.  Ascopiave S.p.A.’s interest in Ital Gas Storage is equal to 

15%. 

 
Outlook for operations 

 
In the months of January-February 2007, the volumes of distributed gas decreased by 20.7% with respect to the same 

period in the previous year, due to the particularly warm climactic conditions. 

This reduction was particularly linked to customers with annual consumption of less than 200,000 cubic meters.     

The volume sold in the first two months of 2007 was equal to 231 million cubic meters, a decrease of 13.7% with 

respect to the same two months in 2006.  This change, entirely due to climate factors, was partially compensated for by 

consumptions linked to consolidation with Bimetano Servizi (equal to 22 million cubic meters).   

 

On the basis of the results of the initial months of 2007, and hypothesizing on normal climate conditions for the 

remainder of the year, it is foreseen that in 2007 the volumes of distributed gas could reach 805 million cubic meters, 

equalling the results of 2006, while the volume of gas sold, also thanks to new clients from the province of Belluno, 

could exceed 880 million cubic meters.   

 

On 31 December 2006, profits were approximately 313,355, showing an increase of 8,785 units with respect to the 

preceding year (+2.8%) in accordance with growth levels over the last five years.  It is foreseen that over the course of 

2007, including the clients received through Bimetano Servizi, growth will be in line with historical figures. 

 

For 2007, investments for expansion of the network will be predictably in line with those seen in 
preceding years. 
 
Company's objectives and policies and description of    risks 

 
With reference to new n. 6 bis of paragraph 2 of article 2428 cc, we would like to note that the 
principal financial instruments in use by our group are represented by commercial debt and credits, 
by liquidity, bank debt and other forms of financing. 
 
It is held that the company is not exposed to credit risks greater than the product sector average, 
considering the numerous customers and the low physical risk in the service of gas delivery. 
 
To control for residual risks that are possible with credit, there is in any case a fund for the 
devaluation of credit equal to approximately 3% of the total gross credit of third parties. 
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The company’s current market of reference does not include development in areas that would 
necessitate management of risky countries.  Commercial operations take place in their totality 
within Italy.  For the same reasons, there is no exposure to exchange rate risks. 
 
Relative to the company’s financial management, the administrators value the generation of 
liquidity deriving from management of a sum insufficient to cover its needs.   In particular credit 
granted is used at 2.7%.  The main payment responsibilities open as of 31 December 2006 are 
associated with contracts for the supply of natural gas. 
 
For the description of price risks in the product sector of gas, turn to the capital on Responsibilities 
and Risks. 
 

Allocation of net income for the year 

 
Considering that for the 2006 fiscal year the Ascopiave S.p.A. company ends with profits equal to 
15,326,842.67 thousand Euro, the board of directors proposes to the meeting of members: 
- - Create a legal reserve of 5% of the 2006 fiscal year results, equal to 766,342.14 Euro; 
- Distribute as dividends a sum equal to 19,833,390.00 Euro, corresponding to .085 Euro per share, 
using the resulting residual available of 14,560,500.53 and adding to the available reserves 
5,272,889.47. 
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CONSOLIDATED FINANCIAL STATEMENTS AS OF 31 
DECEMBER 2006 
 

Consolidated balance sheet as of  31 December 2006 and 31 December 2005 

(in thousands of Euro) 31/12/2006 31/12/2005  

ASSETS    

Non-current assets    

Goodwill 22,112 21,885 (1) 

Other intangible assets 1,412 483 (2) 

Property, plant and equipment. 273,772 269,533 (3) 

Investments 39 1 (4) 

Other non-current assets 2,865 2,897 (5) 

Deferred tax assets 12,636 8,720 (6) 

Total non-current assets 312,836 303,519  

    

Current assets    

Inventories 2,768 2,438 (7) 

Trade receivables  101,673 98,622 (8) 

Other currents assets 1,382 448 (9) 

Current financial assets 0 564 (10) 

Tax receivables 3,009 4,246 (11) 

Cash and cash equivalents 100,591 2,208 (12) 

Total current assets 209,423 108,527  

 TOTAL ASSETS                    522,260                    412,046  

    

NET LIABILITIES AND EQUITY   

Net Shareholders' equity    

Share capital    140,000 140,000  

Reserves 212,129 30,064  

NET RESULT 16,381 24,522  

Net Shareholders' equity  368,511 194,586 (13) 

Minority interests in capital and reserves 534 0  

Income (losses) attributable to minority shareholders (143) 0  

Total shareholders' equity of others 391 0 (14) 

Total shareholders' equity 368,902 194,586  

    

Non-current liabilities    

Provisions for risks and changes 4,441 281 (15) 

Severance indemnity 1,538 2,795 (16) 

Medium/Long-term loans 6,941 8,540 (17) 

Other non-current liabilities 2,145 4,665 (18) 

Deferred tax liabilities 17,807 18,195 (19) 

Total non-current liabilities 32,872 34,477  

    

Current liabilities    

Amounts due to banks and  current portion of  medium / long-term loans 3,587 81,812 (20) 

Accounts Payable 86,864 70,372 (21) 

Tax liabilities 6,255 3,947 (22) 

Other current liabilities 23,780 26,854 (23) 

Total current liabilities 120,486 182,984  

TOTAL LIABILITIES 153,358 217,460  

Total shareholders' equity and liabilities 522,260 412,046  
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Consolidated income statement of the financial years closed on the 31st December 2006 and 

on the 31st December 2005 

 
 
(in thousands of Euro) Financial Year 2006 Financial Year 2005 

    

Revenues 318,105 279,307 (24) 

    

Operating costs 288,955 234,169  

Cost for gas purchases;  232,709 190,199 (25) 

Cost of other materials and consumables 13,227 5,529 (26) 

Costs for services 10,115 9,233 (27) 

Personnel costs 10,878 9,995 (28) 

Other operating expenses 10,898 8,336 (29) 

Other operating income (127) (180) (30) 

Amortization and depreciation 11,255 11,057 (31) 

Operating result 29,150 45,137  

Net financial expenses 1,864 3,433 (32) 

Income before taxes 27,286 41,705  

Taxation for the year 11,047 16,607 (32) 

Net income before discontinued operations 16,239 25,098  

Net income from discontinued operations 0 (576)  

NET RESULT  16,239 24,522  

Net income for the others 143 0  

Net income for the Group 16,381 24,522  

Earnings per share 0,12 0,18  

Diluted earnings per share 0,12 0,18  
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Consolidated cash flow statement of the financial years closed on the 31st December 2006 and 

on the 31st December 2005 

(in thousands of Euro) 2006 2005 
Net income for the Group                 16,381                 24,522 
Adjustments to reconcile net income with   
cash provided by operating activities:   
Net income of the other (143) 0 
Amortization and depreciation 11,255 11,057 
Provision for doubtful accounts  705 1,609 
Loss from unconsolidated subsidiaries 0 78 
Net change in deferred tax assets and liabilities (4,304) (758) 
Provision for termination indemnities  (1,257) 275 
Net change in other provisions 4,160 183 
Changes in operating assets and liabilities   
Inventories (330) 353 
Trade receivables (3,756) (28,974) 
Other currents assets (934) 523 
Currents financial assets 564 (546) 
Tax receivables and payables 3,546 (11,234) 
Accounts Payable 16,836 24,141 
Other current liabilities (6,693) 658 
Other non-current assets 32 (1,409) 
Other non-current liabilities 891 (1,609) 
Total adjustments 20,573 (5,653) 

   
Net cash provided by operating activities 36,954 18,869 

   
CASH FLOW FROM INVESTING ACTIVITIES   
Additions to intangible assets (1,383) (323) 
Disposals of intangible assets 0 138 
Additions to property, plant and equipment (15,351) (14,237) 
Disposals of property, plant and equipment 84 128 
Change in investment (37) 0 
Acquisition of subsidiary, net of acquired cash 94 0 
Payment of non-current debt used to purchase property, plant and equipment 0 (1,532) 

   
Net cash used in investing activities (16,593) (15,826) 
Cash flow from financing activities   

   
Cash used in the quotation operation 161,481 0 
Net changes in borrowings due to parent companies 114 0 
Net changes in short-term bank-borrowings (78,036) (3,534) 
Medium/Long-term debt repayments (1,789) (4,215) 
Dividends paid (3,750) 0 

   
Net cash-flows used in financing activities 78,021 (7,749) 

   
Changes in cash and cash equivalents 98,383 (4,706) 

   
Cash and cash equivalents at beginning of the year 2,208 6,914 
   
Cash and cash equivalents at end of the year 100,591 2,208 

   

Additional information 2006 2005 
Interest paid 1,721 2,274 
Tax paid 4,379 14,660 
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Statement of changes in the shareholders’ equity items of the financial years closed on the 31st 

December 2005 and 31 December 2006.  

(€ thousand) Share 
capital 

Legal 
reserve  

Other 
reserves 

Net 
income/(Loss) 
for the period  

Group 
shareholders’ 
equity 

Minority 
profit/ 
(loss) 

Cap. 
and 
minority  
funds 

Total 
shareholders' 
equity 

Balance as of 31 Dec. 2004            10                 (3)                 7                    7 
         

Transfer as of 1 January 2005   139,990  28,000        2,067        170,057       1,768        171,825 
         

Allocation of the result for the period                (3)                3                  -                     - 
         

Share transfer of consolidated 
companies 

                     -    (1,768)           (1,768) 

         
Result for the year 2005           24,522         24,522            24,522 

         
Balance as of 31 Dec. 2005   140,000  28,000        2,064        24,522       194,586               -             -        194,586 

         
Dividends paid           (3,750)          (3,750)             (3,750) 

         
Allocation of the result for the period     1,171      19,601       (20,772)                  -                     - 

         
Acquisition of the "Global Energy 
Group" 

          (17)               (17)          534               516 

         
Listing of Ascopiave S.p.A. in the 
stock exchange 

     167,279        167,279          167,279 

         
Costs of listing       (5,968)           (5,968)             (5,968) 

         
Result for the year 2006           16,381         16,381             

(143) 
          16,239 

         
Balance as of 31 Dec. 2006   140,000  29,171    182,958        16,381       368,511        (143)         534        368,902 
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IAS/IFRS ACCOUNTING STANDARDS ADOPTED TO PREPARE 
THE CONSOLIDATED FINANCIAL STATEMENTS AS OF 31 
DECEMBER 2006. 
 
Basis of presentation 
 
The present consolidated balance sheet for the Ascopiave Group refers to the fiscal year ending 31 December 2006.    

The consolidated balance sheet was prepared on the basis of the historic cost principle.   

The consolidated financial statements are expressed in thousand of Euro, rounded off to the thousands unless otherwise 

stated. 

 

Accordance with IFRS 

 

  The 31 December 2006 consolidate balance sheet was prepared respecting the IFRS adopted by the European Union.   

 

Change of accounting standards 

The accounting standards are consistent with those of the past year.  The IFRS were not adopted in the fiscal year 

shown, nor in the revised version of preceding IFRS shown, in as much as it was not held that the modifications created 

were applicable to the present balance sheet.   We also indicate here that new IFRS were not adopted in advance of the 

revisions emitted in the course of the fiscal year. 

 

We list in the following the accounting standards adopted by Ascopiave S.p.A. and by its subsidiary companies: 

 

- Area and criteria for consolidation: The consolidated balance sheet includes the balance sheet for 

Ascopiave S.p.A. (Ascopiave), completely controlled by Ascotrade S.p.A. (Ascotrade), which is occupied with the 

commercialization of the Group’s natural gas, using for the most part the network owned by Ascopiave, and 

with the sale of electrical energy, by the subsidiary company (with a percentage of 51%) Global Energy S.r.l. , 

which is occupied with the commercialization of natural gas and electrical energy though the use of third-party 

networks and the subsidiary company Le Cime Servizi S.r.l. (with a percentage of 80% controlled by Global 

Energy S.r.l.), which conducts remote management activities on heating systems.  The criteria adopted for 

consolidation include the elimination of account participation in the face of the assumption of assets and liabilities by 

the participants according to the method of global integration, and the elimination of all infra-group operations, and 

hence of debits, credits, sales, purchases, and of gains and losses not resulting from third-parties.  

  The subsidiary companies are integrally consolidated from the date of acquisition or the date that the group acquires 

control, and they cease to be consolidated on the date in which control is transferred outside of the group.   

Minority interests represent part of the profits or losses and of the net assets not held by the group, and are indicated in a 

separate list on the income statement, and in the authorized patrimony among the net patrimony components, separate 

from the net group patrimony. 

 

- Companies mergers and Goodwill: Companies mergers are recorded at acquisition cost.  This requires 

posting at equal value the identifiable assets (including intangible assets previously not recognised) and identifiable 
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liabilities (including potential liabilities and excluding future restructuring) of the acquired company  

The goodwill acquired through company merger is initially calculated at the cost represented by the merger cost surplus 

with respect to the share attributable to the Group of the net  fair value of assets, liabilities and potential liabilities (of 

the acquired company). In order to analysis of appropriateness, goodwill acquired in a merger is allocated, as of the date 

of acquisition, to the Group individual flow generating units or to group of flow generating units, which would benefit 

from the synergies of the merger, regardless of the fact that other Group assets or liabilities are allocated to such units or 

group of units.  Each unit or group of units to which the goodwill is allocated: 

· ● Represents the lowest level, within the Group, to which the goodwill is monitored for internal management 

purposes 

· ● is not larger than the business segments identified on the basis of the primary or secondary schedule of 

presentation of the group information to the industry, determined on the basis of the indications by IAS 14 “Industry 

Information”. 

When the goodwill represents part of a flow generating unit (group of flow generating units) and part of that unit 

internal asset is transferred, the goodwill associated with the transferred asset is included in the asset book value in 

order to calculate profit or loss generated by the transfer. Goodwill transferred in such cases is calculated on the basis of 

the values relative to the asset transferred and portion of the unit maintained in existence. 

When the transfer concerns a subsidiary company, the difference between transfer price and net equity plus the 

differences of accumulated conversions and non-amortised goodwill is posted in the income statement, the consolidated 

balance sheet includes Ascopiave S.p.A.’s balance sheet. 

 

 If the acquisition value of the participation is superior to the per-quota value of the net value of the participants, the 

positive difference is attributed, where possible, to the profit elements (for example brought to increase the 

immobilization, in any case within equitable values, and amortized on the basis of residual profit life) and the residual is 

indicated under “goodwill”.  Goodwill value is not depreciated but at least when based upon the year, it is subject to 

assessment for value loss and to adjustment when events or changes of situation indicate that the book value cannot be 

realized. The goodwill is assigned to the net costs of loss of value.  

 

 If the acquisition value of the participation is inferior to the equitable value of the assets and liabilities classifiable to 

the participants, the negative difference is accredited on the income statement. 

 

- Goodwill: the goodwill obtained from the acquisition of business branches operating in the supply and sale of 

gas is initially booked at cost and represents the excess of the purchase price compared to the  portion pertaining to the 

purchaser for the net fair value referred to values identifying the current and potential assets and liabilities. After the 

initial booking, goodwill can no longer be amortized and is reduced by any losses of value. 

 

Goodwill is subjected to an annual recoverability analysis, or a more frequent one if events or changes in circumstances 

occur which can lead to the emergence of possible losses of value.   

 

With the intent of analyzing said recoverability, the goodwill acquired through groups of company is allocated, as of the 

acquisition date, to each of the units (or groups of units) that generate financial flows with the Group that it is held 

would benefit from the synergy effects of the acquisition, without regard to the allocation of other assets or liabilities of 
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said units (or groups of units.)   

Said units which generate financial flows:   

 (i) represent the lowest level, within the Group, to which the goodwill is monitored for internal management 

purposes  

(ii) are not greater in a sector, as defined in the primary or secondary indication scheme of the Group in accordance 

with Ias 14 “Product sector information.”   

  

Loss of value is determined by defining the recoverable value of a unit which generates flows (or groups of units) to 

which the goodwill is allocated.  When the recoverable value of a unit which generates flows (or group of units) is 

inferior to the book value, a loss of value is indicated.  In cases in which the goodwill is attributed to a unit which 

generates financial flows (or group of units) which is activated through partial abandonment the goodwill associated 

with the transferred  profit is considered in order to determine the positive or negative change derived from the 

operation.  Goodwill transferred in such cases is calculated on the basis of the values relative to the asset transferred 

with respect to the asset  still held with reference to the same unit.  

 

 - Other intangible fixed assets: intangible assets are recorded at cost, determined by the same basis indicated 

for tangible assets. 

 

As they have a defined useful life, intangible assets are booked net of the accumulated relevant amortization operations 

and net of any losses in  value, determined with the same basis indicated below for tangible assets. 

Useful life is re-examined annually and any changes which may be necessary are made perspectively.  

Intangible assets with a defined life are verified in order to find any losses in their value when events or changes of 

situation indicate that the book value cannot be realized. 

The profits or losses deriving from the transfer of an intangible asset, are determined as the difference between the 

disposal value and the book value of the asset and are entered in the income statement at time of transfer. 

 

- Tangible assets: tangible assets are booked at their historic cost, including accessory costs directly ascribable 

to the putting into operation of the asset for the use for which it was acquired. 

 

Lands - both free of constructions, and annexed to civil and industrial buildings - were generally accounted for 

separately and are not depreciated since they are elements with an unlimited useful life. 

 

The maintenance and repair expenses, which are not subject to valuing and/or prolonging the residual life of the assets, 

are paid for in the year in which they were incurred, otherwise, they are capitalized. 

 

Tangible assets are presented net of the relevant accumulated depreciation, and any losses of value determined 

according to the basis described below. Depreciation is calculated with the straight-line method according to the 

estimated useful life of the asset for the company. The life is reviewed annually and any changes, if necessary, are 

introduced perspectively. 

 

The main economic-technical rates used are as follows: 
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Category Depreciation rates 
Buildings 2% 
Reduction appliances 4% - 5% 
Networks and connections 2,2% - 4% 
Meters 5%  
Equipment  8,5% - 8,3%  
Furniture and furnishings 8,8% 
Electronic machines 16,2% 
Basic hardware and software 20% 
Motorcars, motor vehicles and 
similar  

20% 

 

The accounting value of tangible assets is verified to find any losses in value, if events and changed situations indicate 

that book value cannot be recovered. If an indication of this type exists, and if the book value exceeds the presumed 

realization value, the assets are written down until  they reflect their realization value. The realization value of the 

tangible assets is either the net sale price or the use value, whichever is higher. 

 

Losses of value are booked in the income statement among the depreciation and write-downs costs . These losses of 

value are restored if the motives that generated them no longer exist. 

 

When the asset is sold or if there are no future economic benefits expected from the use of the asset, it is eliminated 

from the financial statements and any loss or profit (calculated as the difference between the sale value and the book 

value) is entered in the income statement of the year of the above mentioned elimination.  

 

- Equity investments: Equity investments are carried at cost Equity investments are carried at cost; the book 

value is determined on the basis of the purchase or subscription prices, possibly adjusted for any losses in value. If in 

future fiscal years the presupposition about devaluation is not held to be true, the original value is reset. 

 

- Inventories: inventories are booked at whichever of the following is lower: purchase and/or manufacturing 

cost, determined in accordance with the weighted average cost basis, or the estimated realizable net value. The net 

realization value is determined according to the estimated sale price under normal market conditions, net of direct sale 

costs. 

Obsolete and/or slow to move inventories are written down in relation to their presumed future use or  realization 

possibility. Write-down is eliminated in subsequent years if the motives for write-down no longer exist. 

 

- Trade receivables: trade receivables, whose expiry is within normal trading terms, are not discounted 

back and are booked at cost (identified by their par value) net of the relevant value losses.   This last part reflects 

objective evidence that the Group will not be able to deposit the credit for the original value and is determined on the 

basis of the current value of the cash-flows expected in the future.  The allocations to provisions for bad debts are 

accounted for in the income statement.  

 

- Cash and cash equivalents: include the ready cash values, i.e. values with the following requirements: 



Ascopiave Group   
 

Ascopiave Group - Consolidated and individual financial statements as of 31 December 2006 74

availability at sight or in a very short term, good outcome, and no collection expenses. 

 

- Benefits for employees: benefits guaranteed to employees, paid when or after employment ceases, by 

means of programs with defined benefits (Employees' leaving indemnities) or with other long-term benefits 

(retirement indemnity) are recognized in the period when the right accrues. 

The liabilities relative to the program of defined benefits, net of eventual assets of the service plan, is determined on the 

basis of actuarial assumptions and indicated for fees coherently for the work that is necessarily performed in order to 

obtain the benefits.  Therefore, the amount reflects not only the debts accrued at the financial statements closing date, 

but also future salary rises and the related statistical dynamics.  

 The liability was determined by independent actuaries using the projected unit credit method. The profits and losses 

deriving from the actuarial calculation are booked to the income statement as a cost or revenue, irrespective of their 

value, without however using the so called 'corridor method'. 

 

- Reserves for risks and charges: The reserves for risks and charges concern costs and charges of a given 

type, and of certain or probable existence, which on the closing date of the reference period are undetermined in 

terms of amount or due date. The allocations are booked when there is a current obligation (legal or implicit) deriving 

from a past event, if an outlay of resources to satisfy the obligation is probable, and a reliable estimate of the amount of 

the obligation can be made. 

On the other hand, when it is not possible to create a reliable estimate for the bond, or if it is held that the expenditure of 

financial resources is merely possible and not probable, the relative potential liabilities are not included on the balance 

sheet, but adequate information regarding it is noted in the comments.  

The allocations are booked at the value of the best estimate of the amount which the company  would pay to discharge 

the obligation or to transfer it to third parties at the period closing date. If the effect of discounting is significant, the 

allocations are determined by discounting back the expected future financial flows at a pre-tax rate  which reflects the 

market's current valuation in relation to time. When the discounting back is carried out , the increase of the provision 

due to the passage of time is recorded as financial expense. 

  

- Loans: loans are initially booked at fair value, net of any transaction costs and, subsequently, are valued at 

amortization cost, calculated by applying the effective interest rate. 

 

- Trade payables and other liabilities: trade receivables, whose expiry is within normal trading terms, are 

not discounted back and are booked at cost (identified by their par value). 

Payables in a currency differing from the account currency, are booked at the exchange rate of the day of the operation 

and, subsequently, are converted at the exchange rate as of the date of financial statements. The profit or loss obtained 

from the conversion is booked to the income statement. 

The other liabilities are booked at their cost (identified by the par value). 

 

- Current financial liabilities: current financial li abilities are booked at their par value. 

 

- Revenues: the revenues are entered net of all discounts, rebates and premiums, as well as the fees directly 

connected with the sale of the commodities and service performance.   
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The revenues for gas sales are recognized at the moment of disbursement and also depend on the type of customer.  In 

particular, the product sector norms hold that, in relation to customers that have not chosen to utilize the right to directly 

negotiate the conditions for supplies with the company that sells the gas, mainly consisting of domestic users, the tariffs 

for natural gas sales are regulated and updated quarterly on the basis of deliberations made by the Authority for 

Electrical Energy and Gas (AEEEG).   

The revenues for service performance are recognized on the basis of the service having occurred and in accordance with 

the relative contract.  The revenues relative to works performed on the basis of orders are recognized in proportion to 

the stage of work of the relative project.   

 

- Interests: income and costs are booked by competence according to the interest accrued on the net value of the 

relevant financial assets and liabilities, using the effective interest rate. 

- Taxes on income: the allocations for taxes referable to a financial year are determined according to the 

charges specified by the application of the current tax laws. The allocation of current income taxes is indicated in 

the balance sheet net of paid advances and incurred withholdings. Deferred taxes or taxes paid in advance are also 

determined, concerning the temporary difference between equity values booked in the financial statements and the 

corresponding values recognized for tax purposes, with the exception of goodwill. In particular, the fees anticipated are 

indicated if there is the probability of future recoverability, while deferred fees are not indicated only in the case in 

which the protestation of the relative debt is unlikely.  Fiscal assets and liabilities deferred are determined by the fiscal 

rates which it is foreseen will be applied to the fiscal year in which the temporary differences will be realized or 

discharged.  

 

- Earnings per share: the basic earning per share is calculated by dividing the net income for the period 

attributable to the shareholders holding ordinary shares of the Parent Company by the weighted average number of 

ordinary shares in circulation during the period. Diluted profits for shares result as equal to those for shares in that 

ordinary shares that could have a dilutive effect do not exist and no shares or warrants exist that could have the same 

effect. 

 

- Use of estimates: to draft the financial statements and the relevant notes in the application of the IFRSs, 

management must: make estimates and assumptions which influence the values of the assets and liabilities of the 

consolidated financial statements and the information regarding potential assets and liabilities at the date of the financial 

statements. The final results could differ from such estimates. The estimates are used to determine the allocation for 

risks on receivables, for obsolete inventories, amortization/depreciation, write-downs of assets, benefits to employees, 

current and deferred taxes, and other  provisions for risks, costs and the value of goodwill. The estimates and 

assumptions are reviewed periodically, and the variations are immediately reflected in the income statement. 
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COMMENTS ON THE MAIN BALANCE SHEET ITEMS 
CONSOLIDATED AS OF 31 DECEMBER 2006 
 

Non-current assets 

 

1. Goodwill   

 

Goodwill, equal to € 22,112,000 on 31 December 2006, refers in part to the surplus value created by the contribution of 

the gas distribution networks by member local authorities in the period between 1996 and 1999, and in part to the 

surplus value paid during the acquisition of some branches of the company related to the distribution and sale of natural 

gas. 

In particular, during the 2006 financial year, following the acquisition of holdings in Global Energy S.rl, a goodwill 

value of €227,000 was recorded.  

 

Goodwill, as it is understood by International Accounting Standard 36, is not subject to amortization, but to 

depreciation audits at a rate of at least once a year. The aim of this is to define the principles that the company applies to 

guarantee that its assets are not recorded at a higher value than that which is recoverable. 

For the purposes of the depreciation audit, the goodwill acquired from a business aggregation must be allocated to each 

of the buyer’s financial flow-generating units which are expected to benefit from the synergies of the aggregation. Such 

units should be the lowest level monitored for the purposes of the company’s internal management audit. However, this 

should not be greater than a sector, based on the company’s primary or secondary presentation schedule, as defined by 

the provisions in the IAS 14 Sector Report. 

 

Goodwill has been allocated to the following financial cash flow-generating units: 

 

(in thousands of Euro)   31/12/2006 
Goodwill attributed to the gas supply activity             20,433 
Goodwill attributed to the gas supply activity                1,679 

Total goodwill as of 31 December 2006               22,112 

 

The depreciation audit on goodwill has been carried out by checking the depreciation in the activities of natural gas 

distribution and natural gas sales, comparing the recoverable value of the relevant assets with their accounting value, 

including the goodwill allocated to them. 

As no reliable criteria exist to evaluate the sales value between the aware and available parties in the activities of the 

sales and distribution of gas, other than the criteria put forward in literature to evaluate the branches of a company, the 

recoverable value of the audited activity is defined by its use value.  

 

The value recoverable from the financial flow-generating units in the sales and distribution of natural gas has been 

estimated using the Discounted Cash Flow methodology, discounting back the operating financial flows generated by 

the activity itself at a discount rate representative of the cost of capital.  
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The financial flows used to calculate value recoverable are those of the Multi-annual Plan for the financial flow-

generating gas distribution and sales units, which cover the forecasts formulated by management for the period 

2006/2008. 

Referring to the activity of gas distribution, considering that according to the current law in this field most concessions 

and credit worthiness will expire on 31/12/2010, it has been suggested that in 2009/2010 management generate financial 

flow in line with that generated in the two year period 1007/2008. Furthermore, considering the uncertainty that bears 

on the renewal of concessions, it has been decided to estimate the final value of the financial flow-generating gas 

distribution unit by supposing two alternative scenarios, id est that (i) In 2010 Ascopiave ends the activity of gas 

distribution and (ii) the company obtains in 2010 the renewal of all the concessions and credits in effect on 31/12/2006. 

 

The growth factor used for the purpose of calculating final value, estimated at 1% for both the financial flow-generating 

units, gas distribution and sales, takes into account inflation, growth of the client base and increased efficiency. 

 

The cost of capital per financial flow-generating distribution unit was calculated assuming: 

a) that coefficient b (beta levered) was defined based on the beta unlevered compared to a sample of comparable 

companies (local utilities quotation) and considering the specific target financial structure of the business. 

B) The market risk taken from the average over a long period for an international sample group of countries. 

C) The assumed Risk Free Rate equal to the average yield of 15 year BTPs. 

d) A specific risk premium for the gas sales activity. 

 

Based on these considered hypotheses, the recoverable value of financial flow-generating units for gas sales and 

distribution is significantly higher than the accounting values and therefore the conditions are not met to proceed to 

devaluing the goodwill for depreciation. 

 

 

2. Other intangible assets 

 

 The changes in the historical cost and accumulated amortization of intangible assets at the end period under 

examination are shown in the following table: 

 31/12/2006   31/12/2005    

(in thousands of Euro) Historic cost Accumulated 
depreciation 

Net balance Historic cost Accumulated 
depreciation 

Net balance  

Industrial patents and 
intellectual property rights 

                  
2,250 

                 
(2,032) 

                     
218 

                  
2,146 

                 
(1,876) 

                     
270 

 

Concessions, licences, 
trademarks and similar rights 

                     
903 

    
(786) 

                     
118 

                  
1,216 

                 
(1,050) 

                     
166 

 

Other intangible fixed assets                 1,811                  (964)                   847                        0                        0                        0  
Construction in progress and 
advance payments 

                     
229 

                         
- 

                     
229 

                      
47 

                         
- 

                      
47 

 

Total other intangible fixed 
assets 

5,193 (3,782) 1,412 3,409 (2,926) 483  

 
 

The changes in other  inventory allowance for obsolescence and slow moving related to each period are shown in the 

following table: 
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 31/12/2005  Changes for the year 2006   31/12/2006 

(in thousands of 
Euro) 

Net balance Investments 
. 

Disposals Writedowns Depreciation 
. 

Accumulated 
depreciation 

Reclass. from 
intang. assets 
in progress 

Net 
balance 

Industrial patents 
and intellectual 
property rights 

             270             63                  
- 
                 -             152                 -                38              218 

Concessions, 
licences, trademarks 
and similar rights 

             166             27                  
- 
                 -               76                 -                  -               118 

Other intangible 
assets 

               0           847                  
- 
                 -                 1                 -                  -               847 

Construction in 
progress and 
advance payments 

               47           219                  
- 
                 -                 (38)              229 

Total other 
intangible fixed 
assets 

483  1,156 0 0 228 0 0  1,412 

 

The amortization charged on other intangible assets is classified in the “Depreciation and amortization” caption of the 

income statement. 

  

Industrial patents and intellectual property rights 

The main reference is to the costs of purchasing and updating software. The increases recorded over the 2006 financial 

year relate to the purchase of new software licenses. 

 

Concessions, licences, trademarks and similar rights  

These mainly refer to the surplus values credited during the acquisition of some branches of the company relating to 

natural gas distribution, under the consequent concession rights. 

The residual amounts represent costs for the purchase of user licenses and property rights connected to the gas 

distribution network. 

 

Other intangible assets 

To comply with the obligations for energy savings under Decree 20 July 2004 of the Ministry for Productive Activities, 

Ascopiave, over the course of 2006, took actions to implement two projects: 

• The installation of thermoregulation and telemanagement tools in public buildings; 

• Distribution of florescent light bulbs for electrical energy savings and a kit including a low-flow shower head 

and a low-flow tap for saving hot water too all of its domestic clients. 

For such measures the Company has been awarded with energy efficiency certificates (so-called ‘blank certificates’) 

that attest to achievements in energy saving, and can be traded on the electricity market. The projects carried out over 

the financial year will lead to the Company receiving further blank certificates in coming financial years. 

The blank certificates obtained through internal projects, added to those acquired over the financial year on the 

electricity market, have enabled the Company to reach the energy saving objectives given to the Company by the 

Authority for Electrical Energy and Gas (AEEG) for the financial year 2006. The blank certificates exceeding the 

number needed to meet the energy saving objectives for 2006 can be used to meet the energy saving objectives set by 

the AEEG in coming financial years. Therefore, the relevant costs represented by the expenses incurred carrying out 

internal projects or by the cost of purchasing certificates on the electricity market, were entered under other intangible 

fixed assets and are not subject to amortization. 
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Construction in progress and advance payments 

These refer mainly to the cost of a project to update the invoicing software.  

 

3. Property, plant and equipment. 

 

The changes in the historical cost, accumulated depreciation and net book value of property, plant and equipment in the 

years under examination are shown in the following table:  

materials t the end of each related period: 

 31/12/2006   31/12/2005   

(in thousands of 
Euro) 

Historic 
cost 

Accumulate
d 

depreciatio
n 

Net balance Historic 
cost 

Accumulate
d 

depreciatio
n 

Net balance 

Land and buildings                 
15,915  

                 
(2,996) 

                
12,918  

                
14,685  

                 
(2,515) 

                
12,169  

Plant and machinery                
376,144  

              
(120,275) 

               
255,869  

               
362,630  

              
(110,481) 

               
252,149  

Industrial and 
commercial equipment 

                  
2,165  

                    
(525) 

                  
1,639  

                  
2,071  

                    
(277) 

                  
1,794  

Other  assets                   
8,098  

                 
(5,719) 

                  
2,379  

                  
7,548  

                 
(5,457) 

                  
2,091  

Construction in 
progress and advance 
payments 

                     
967  

                   
967  

                  
1,329  

                   
1,329  

Total Tangible fixed 
assets 

              
403,288  

             
(129,516) 

              
273,772  

              
388,263  

             
(118,730) 

              
269,532  

 

The changes in the inventory allowance for obsolescence and slow moving are shown in the following table: 

 

 31/12/2005  Changes for the year 2006    31/12/2006 

(in thousands of 
Euro) 

Net balance Investments 
. 

Transfers 
and 

radiations  

Reclass. to 
other 

activities 

Depreciation 
. 

Accumulated 
depreciation 

Reclass. from 
tangible 
assets. In 
progress 

Net 
balance 

Land and 
buildings 

        12,169              1,219                  5                   -               471                  0                  6          12,918 

Plant and 
machinery 

      252,577            12,475               129                   -            9,829                 69               705         255,869 

Industrial and 
commercial 
equipment 

          1,794                  93                  0                   -               248                  0                   -            1,639 

Other  assets           2,091                 766               236                   -               477               233                  1            2,379 
Construction in 
progress and 
advance payments 

             901                796                 16                   -                    -             (712)               967 

Total other 
tangible fixed 
assets 

269,532  15,349 386 0 11,025 302 1  273,772 

 

 

Land and buildings 

This heading refers mainly to buildings in the possession of the company used as company headquarters and peripheral 

offices and warehouses, as well as building works relating to transformer rooms. The increases recorded over the 

financial period mostly refer to the completion of extension and renovation works at the offices in Pieve di Soligo.  
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Plant and machinery 

Under this heading can be included the costs relating to the distribution network and distribution systems, such as the 

transformer room systems, connections, reduction groups and meters. The increase recorded over the financial period 

2006, including the reclassification of constructions in progress, refers mainly to exceptional maintenance costs and the 

extension of the gas distribution systems and network.  

 

 

Industrial and commercial equipment 

This heading includes costs for the purchase of equipment for the maintenance service (pipe detectors and leak 

detectors) and for measurement activity. 

 

Other tangible fixed assets 

 The increase recorded under the heading ‘Other tangible fixed assets’ is primarily due to the acquisition of hardware, 

furniture and motor vehicles. 

 

Assets under construction and advances 

This heading primarily covers costs relating to work to extend the network and the construction of distribution plants, 

carried out partially with savings.  

 

4. Investments  

 

Over the course of the 2006 financial year shares in other companies increased by €37,000 due to the purchase of a 15% 

share in the company’s capital of Ital Gas Storage S.r.l.. The remaining value corresponds to the shares held in the 

Banca di Credito Cooperativo delle Prealpi. 

 

5. Other non-current assets 

 

The captions comprising other non-current assets are analyzed in the following table: 
 
(in thousands of Euro) 31/12/2006 31/12/2005 

Deposits and guarantees                      296                       168  

Receivables for contributions                      114                       229  

Other receivables                   2,454                    2,500  

Other non-current assets                   2,865                    2,897  

 
 
The heading ‘Deposits and Securities’ refers primarily to caution money paid for rent and caution 
money paid in fees for the distribution network crossing public territory. 
Receivables for contributions include credit to the Veneto Region for recognised contributions into an interest account 

against funding contracted by the Company to carry out works to supply methane to the region. The gradual crediting of 

such items on the profit and loss account is carried out using deferred income and occurs through uniform annual 

instalments.  

Under the heading ‘Other accounts receivable’ is a receivable from the local authority of Creazzo, to the value of 

€2,141,000 unchanged since 31 December 2005, corresponding to the net book value of the distribution plants awarded 
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in June 2005 to the above-mentioned local authority following the natural expiry, on 31st December 2004, of the 

concession awarded by the above-mentioned local authority. 

The value of the receivable corresponds to the amount requested to be remitted to the local authority of Creazzo, 

according to the ‘Letta’ law, article 15, indent 5, as indemnification of the industrial value of the network, in line with 

the estimations outlined in a suitable appraisal. It is to be noted that legal procedures are in progress with the above-

mentioned local authority, with the aim of establishing the value of the indemnity of the awarded distribution plants. 

The Group, based on the views of their own legal advisors, are of the opinion that the outcome of the legal proceedings 

will be favourable. 

Another entry is recorded under this heading, a receivable for €313,000, also unchanged since 31st December 2005, to 

the Authority for Electrical Energy and Gas against an overpayment dating from 2000 and requested to be repaid. 

 
6. Deferred tax assets 

 

The provision for deferred taxation at the end of each period is analyzed in the following table: 
 

 31/12/2006   31/12/2005   

Description Temporary 
differences 

Tax rate Total effect Temporary 
differences 

Tax rate Total effect 

Allocation for writedown of receivables                2,400 33.00%                  792               2,273 33.00%                  750 
Allocation for inventory writedown                   413 37.25%                  154                  350 37.25%                  130 
Allocation for provision of gas revenues               5,805 37.25%               2,162               2,280 37.25%                  849 
amortization surpluses               3,606 37.25%               1,343               2,150 37.25%                  801 
contribution towards apportionments                4,824 37.25%               1,797               5,072 37.25%               1,889 
Listing expenses               7,608 37.25%               2,834                      - 37.25%                      - 
other                  454 37.25%                  169                  495 33.00%                  164 
Tax benefit from the difference between book value and tax value of fixed 
assets 

                  
3,384 

                    
4,137 

Amounts due for advance taxes paid                12,636                 8,720 

 
 
The company has recognized all the deferred tax assets deriving from temporary differences 
between the taxable income and statutory results of Group companies, since future taxable income 
is expected to be sufficient to absorb all such temporary differences (including consolidation 
adjustments) when they reverse. The calculation of deferred tax assets made reference to the IRES 
rate and, where applicable, to the IRAP tax rate applicable at the time when the temporary 
differences are expected to be revered. The rates used are 33% for IRES (company earnings’ tax) 
and 4.25% for IRAP (regional business tax) 
 

Current assets 

 
7. Inventories  

 

The value of inventories at the end of each period is analyzed in the following table: 

 31/12/2006   31/12/2005   

(in thousands of Euro) Gross 
balance 

Allowance for 
doubtful 
receivables 

Net balance  
as of 31 Dec. 

2006 

Gross balance Allowance for 
doubtful 
receivables 

Net balance  
as of 31 Dec. 

2005 

Fuels and warehouse materials              3,102                (413)               2,689               2,747               (350)               2,397 
Contract work in progress                  79                    79                   41                    41 

Total inventories 3,182 (413) 2,768 2,788 (350) 2,438 
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 The inventories generally consist of material used for maintenance work or the creation of distribution plants.  In the 

latter case the material is reclassified as Tangible Fixed Assets once construction work is completed.   

Ordered Works in Progress refers  to the construction of heating supply plants which are intended to be sold off. 

Inventories are entered on the balance sheet under the Net Devaluation of Inventory fund in order to adapt their value to 

the opportunities for their clearance or use. 

 

 

8. Trade receivables 

 

The following table indicates the amount of trade receivables, all accorded to Italian clients, and the relevant adjustment 

funds at the end of every financial year. 

(in thousands of Euro) 31/12/2006 31/12/2005 

Trade receivables  31,895 28,802 

Receivables for invoices to be issued 74,306 74,908 

Trade receivables from associated companies 39 0 

) Trade receivables from parent companies 36 31 

(allowance for doubtful receivables) (3,097) (2,839) 

(Provision of gas revenues) (1,505) (2,280) 

Trade receivables 101,673 98,622 

 

The changes in the provision for doubtful accounts for each related period are analyzed below: 

(in thousands of Euro) 2006 2005 

Opening allowance for doubtful receivables 2,839 1,657 

Provisions 705 1,609 

Utilisations (446) (427) 

Closing allowance for doubtful receivables 3,097 2,839 

 

The changes in the provision for gas revenues for each related period are analyzed below: 

(in thousands of Euro) 2006 2005 

Opening provision of gas revenues 2,280                   1,912  

Provisions 1,505                   2,280  

Utilisations (2,280) (1,912) 

Closing provision of gas revenues 1,505                   2,280  

 

 

Client receivables, consisting of receivables from Italian clients, are entered under net billing down-payments received 

by clients and are all receivable within the following 12 months.  It is to be noted that the balance of client receivables, 

of €101,673,000 includes €74,306,000 receivables relating to invoices to be issued by the end of the financial year.  The 

nominal value has been adjusted to the presumed realisable value by means of an allowance for doubtful accounts.  

On the 31st December 2006 the value of receivables decreased, including in the gas proceeds fund made up of the 

appropriated surplus occurring due to the tariffs system introduced by resolution no. 237/00 by the Authority for 

Electrical Energy and Gas, starting from 1st July 2001, for gas distribution activities and supply to clients in the fixed 

market.  The above-mentioned tariffs system provides for a downwards trend in tariffs by increasing consumption 

brackets, applicable over the thermal year, which for 2006 runs for the period between 1st October 2006 and 30th 

September 2007. During the preparation of the consolidated balance sheet for 31st December 2006 it was deemed 

necessary to earmark €1,500 000 of the gas proceeds fund in order to standardize the profit margin from gas distribution 
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over administrative financial periods including over the thermal year.  The lower appropriated surplus achieved in the 

previous financial year was due to a lower consumption of gas in the last quarter of 2006 compared to the same quarter 

of the previous financial year. 

 

9. Other currents assets 

 

The value of other current assets at the end of each related period are analyzed below: 

(in thousands of Euro) 31/12/2006 31/12/2005 

Receivables due from Cassa Conguaglio Settore Elettrico                      700                           -  

Annual prepaid expenses                      140                       267  

Advances to suppliers                       437                       102  

Annual accrued income                       22                          7  

Other receivables                       84                        73  

Other currents assets                   1,382                       449  

 

Other current assets refers primarily to advances to service suppliers and credits claimed on the Electrical Sector 

Adjustment Fund, relating to the energy saving initiatives put in place. 

 

10. Current financial assets 

Such credits are entered as the nominal value corresponding to their presumed resale value. 

 31/12/2006 31/12/2005 

(in thousands of Euro) Net balance Net balance 

Receivables   

Giro current account of Asco TLC S.p.A. (associated company)                        -                            8  

Giro current account of Asco Holding S.p.A. (parent company)                       556  

Total financial current assets                        -                         564  

 

On 31st December 2006 the current account reports show balances in debit and therefore they are entered under 

liabilities.  

 

11. Tax receivables 

 

The value of tax receivables at the end of each related period is analysed below: 

(in thousands of Euro) 31/12/2006 31/12/2005 

- VAT credits                   1,994                    2,107  
- Credits to UTF and Regional/Provincial Additional Tax                        -                           -    
- Amounts due for Irap advances (regional business tax)                       423                         -    
- Other receivables                      592                    2,139  

Tax receivables                   3,009                    4,246  

 

Tax receivables include credits to UTF for excise duty and from regions / provinces for additional taxes on gas 

consumption and other receivables.  The depreciation of VAT loans and of credits to UTF and of additional taxes on gas 

consumption on 31st December 2006 compared to 31st December 2005 can be explained by the different timing of bills 

for users’ gas consumption, which must be set against the monthly payments made by the sales company compared with 

the equivalent values for the previous financial year.   In cases in which billing takes place with a significantly different 

distribution to the payments made on account, the sales company can find itself in a position of credit with regards to 

Inland Revenue.  
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12. Cash and cash equivalents 

Cash and cash equivalents at the end of each related period are analyzed below: 

(in thousands of Euro) 31/12/2006 31/12/2005 

Bank and post office deposits                100,582                   2,202 

Cash and equivalents on hand                         9                         6 

Liquid funds                100,591                    2,208  

 

This refers primarily to the available liquid assets in mutual funds and banks.   

The bank deposits are at sight and accrue interest based on Euribor rates at 1 month, inclusive of spreads arranged with 

the above-mentioned institutions. 

 

Consolidated shareholders' equity  

13. Shareholders' equity 

 
The Ascopiace S.p.a.'s share capital as of 31 December 2006 is made up by 140,000,000 common shares, fully 

subscribed and paid, with a par value for Euro 1 each.  

  
Shareholders’ equity is analyzed in the following table: 
 
Structure of the shareholders’ equity (thousands of Euro) 31/12/2006 31/12/2005 

Share capital                140,000                140,000 
Legal reserve                 29,171                 28,000 
Retained earnings                     (828)                  (1,889) 
Share premium reserve                 67,977                          - 
Other reserves                115,810                   3,952 
Net income (loss for the year)                 16,381                 24,522 

Group shareholders’ equity                368,511                194,586 

Capital of minority interests                      534                          - 

Income of minority interests -                   143                          - 

Total net equity of minority interests                      391                          - 

Total net equity               368,902                194,586 

 
 
 It should be highlighted that on 12th December 2006 shares in Ascopiave S.p.a. were listed in the 
Star section of the Italian Stock Exchange (Borsa Italiana), following the resolution of the 
shareholders’ general meeting on 5th July 2006, when 93,334,000 newly-issued shares were 
earmarked for listing, with a nominal value of €1. The effective rise in value of these 93,334,000 
shares was recorded on the register of companies on 2nd January 2007. 
The share premium reserve was created following the listing process, and relates to the extra price 
paid for the shares after the charges for listing on the Stock Exchange, to the value of  €5,968,000 
(after the tax effect equalling €3,542,000).  These charges mainly refer to commissions recognized 
to the placing banks, to the financial advisor, to communication expenses, to legal and tax 
consultancy, and to the services of the auditing firm.  
Deferred tax is not budgeted against profit reserves from subsidiary companies, because the 
Group’s companies comply with the national tax consolidated annuities, which allows the non-
taxation, right down to the receiver, of dividends received from subsidiaries.    
 
 
14. Total shareholders' equity of others 
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This is made up of the net assets and operating result of the Global Energy Group which are not attributable to the 

group. 

 

Non-current liabilities 

15. Reserves for risks and charges 

The provisions for risk and charges for each related period 2006 are shown in the following table: 

(in thousands of Euro) 31/12/2006 31/12/2005 

Provisions fro pensions and similar commitments                       47                       66 

Other reserves for risks and charges                   4,394                      215 

Reserves for risks and charges                   4,441                      281 

 

Provisions fro pensions and similar commitments  

Pension fund and similar commitments refers to the additional allocations provided for in the trade union agreement of 

27th June 1996 signed to establish the movement of employees from the Local Services Management Company S.r.l 

(now Ascotrade) to Ascopiave at the moment when the Piave Cooperative Company was set up.  Over the course of 

1999 further application-oriented agreements took effect, which defined the terms of use of the fund, subdividing the 

overall amount into individual shares, as well as the pay to be reserved for those employees who call a halt to employer- 

employee relations.  Decreases depend on the amounts cleared during the financial year, while increases are dependent 

on the allowance for the financial year. 

 

The changes in the provision for the related period are analyzed in the following table: 

(in thousands of Euro)   

Provisions for pensions as of 31 December 2005                       66 

Allocation of provisions fro pensions                        48 

Utilization of provisions fro pensions  (67) 

Provisions for pensions as of 31 December 2006                       47 

 

 

Other reserves for risks and charges 

The heading ‘reserves risks and charges’ includes primarily budgeted amounts for liabilities considered probable that 

could emerge from the judicial proceedings in progress.  The allocation was estimated with the support of legal 

advisors. 

The increase of €4,300,000 relates to the amount budgeted to cover the impact produced by the application of resolution 

n  248/04 of the Authority for Electrical Energy and Gas over the period 1st January 2005 / 30th September 2006 

carried out by the subsidiary Ascotrade S.p.a. as is described to follow in more depth. 

The reduction  of other risks and charges funds is due to the use of the budgeted amount of 
€110,000  relating to the prudential / precautionary appreciation of the tied distribution to be 
recognised in some local authorities by 2005, according to the readiness that the latter display to 
extend the one-year concession (and depending on the context, to establish firmly, from now on, the 
residual redemption value of the distribution network when the relevant concession expires and 
when the budgeted amount is used on legal fees for the surplus).  
 
The changes in the provision for the related period 2006 are analyzed in the following table: 
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(in thousands of Euro)   

Other reserves for future risks and charges as of 31 December 2005                      215 

Allocations to other reserves for risks and charges                   4,300 

Utilization other reserves for risks and charges  (121) 

Other reserves for future risks and charges as of 31 December 2006                   4,394 

 

Legal proceedings 248/2004 

 

Resolution 248/04 therefore seems to have failed once and for all, with general effect, but the AEEG’s legitimate claim 

to adopt similar measures on tariffs has been confirmed, and also to exercise the power to intervene again on the matter, 

even with reparative effects on the present repeal of resolution 248/04. Ascotrade, together with other operators of the 

gas sales sector, has contested this resolution before the Lombardy Regional Administrative Court, which, in Order No. 

182/05 dated 25th January 2005, suspended the effect of AEEG Resolution 248/2004 and later on, with sentence 

3708/05 dated 6 October 2005, admitted the appeal lodged by Ascotrade. 

The AEEG has thus brought an appeal, with request for suspension, to the State Council to obtain the cancellation of the 

sentence handed down by Lombardy Regional Administrative Court.  

 

While waiting for the affair to be resolved, the Ascopiave Group, like other operators in the sector, applied over 2005 

the price-updating methodology set out in the previous law, Resolution 195/2002.  

 

Concerning the first quarter of financial year 2006, the AEEG, with Resolution 298/05 ordered that the price revision  

would take place according to the terms established by Resolution 248/04. The Regional Administrative Court of 

Lombardy, within the proceedings against Resolution 298/05 promoted by Federutility, with Order no. 262 dated 31st 

January 2006, had initially suspended the effect of the same. Based on this order, Ascotrade applied, to the bills issued 

for the first quarter 2006, the tariff updating modalities set out in the previous law in effect, Resolution 195/2002. 

Consequently, the Lombardy Regional Administrative Court rejected a further request for the suspension of Resolution 

298/05, which in this way came back into effect while awaiting a definitive judgement by the Lombardy Regional 

Administrative Courts on the matter.  

 

Further to the unsuccessful confirmation of the suspension of Resolution 298/2005 on 11th April 2006 by the Lombardy 

Regional Administrative Courts and in compliance with the law as set out by Resolution 63/2006, Ascotrade applied, 

from the second quarter of 2006 onwards, the tariff updating modalities compliant with the criteria of Resolution 

248/2004 while from 1st July 2006, Ascotrade applied the new updating modalities recently introduced by Resolution 

134/06. The latter, in particular, provides for some modifications to the mechanism for updating the economic 

conditions for supplying ‘raw materials’  as set out in Resolution 248/04, also considering the international trend in the 

energy market, which tends to favour sales companies.  

 

In the meantime, Resolution 65/06 has also provided for a mechanism of partial restitution by selling company to the 

end customer as partial settlement for amounts not payable in 2005. The amount had been calculated at about 0.25 E 

cent/bcm to be applied to the volumes consumed in the second quarter of 2006. 

Successively the same provision was confirmed by Resolution 134/06 for the third quarter of 2006 and by the 205/06 

for the last quarter of 2006. 

Ascotrade has applied the measures relating to the previous AEEG resolutions. 
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The Resolution  248/2004 has also provided that the wholesale sellers of gas must offer to their own customers new 

economic conditions formulated according to the outcomes of the first update of the raw material component, carried 

out under the same Resolution. The so-called “consistent renegotiation” between retailers and wholesalers proved to 

concern the purveyance in course of execution at the time of issuing the same Resolution 248/04.    

 

The successive Resolution 134 dated 28 June 2006, the AEEG has “extended” the obligation of “consistent 

renegotiation” in the supply contracts stipulated following the date that Resolution 248/04 took effect and up to the date 

of publication of Resolution 65/06. 

  

The offer of new economic conditions by the shippers, under Resolution 134/06, should consider the supply contracts 

stipulated for the thermal years 2004/2005 and 2005/2006 with reference, thus, to the period from 1st January 2005 

(date on which Resolution 248/04 took effect) to 30th September 2006 (end date of thermal year 2005/2006). 

 

Under Art. 3 of Resolution 134/06, the wholesalers ended up being bound to present the bids mentioned above before 

the deadline of 30th November 2006. Before the 31st December 2006, the sales company and shipper would have had 

to communicate to AEEG the outcome of the renegotiation.  

 

The AEEG has also provided, for the companies that fulfil the obligation to renegotiate the supply contracts established 

by the same Authority, to encourage such renegotiations through according to sales companies 50% of the import 

deriving from the difference due to the application, in the course of 2005, of the gas price revision mechanism 

established by Resolution 248/04 instead of the one provided for by Resolution 195/02.  

 

In compliance with regard to above, Ascotrade has started negotiations with their own suppliers with the aim of 

obtaining the adaptation of the economic conditions of supply to them practiced in the period January 2005 – September 

2006.  

 

The proposals of the suppliers have not been such as to fully absorb the differential that originated between the prices 

calculated ex decree 195/02 and those calculated on the basis of Resolution 248/04 also considering the incentive 

discussed in Art. 3 of Resolution 134/06. 

 

On 13th November 2006, the Plenary Assembly of the Council of State published the purviews of judgements n.1 and 

n.2 relating to two lawsuits concerning Resolution 248/04 (“Anigas” lawsuit and “Gas della Concordia” lawsuit), in 

relation to which the above mentioned Resolution was annulled. 

 

On 11th Jan 2007, the grounds for the above mentioned judgements were published, in which was recognized, among 

others, the effect erga omnes of the Council of State’s judgement on the annulment of Resolution 248/04. 

 

With such a prospect in view,, the Authority for Electrical Energy and Gas shall, naturally, have to observe the 

annulment of their own Resolution, having the value of a general Act, bearing inseparably prearranged measures to 

bear on a range of subjects, with the consequence that this Resolution – which has now permanently expired – will no 
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longer be able to be applied to the afore mentioned subjects (even if they did not lodge an appeal or they lodged an 

appeal that was rejected), according to the uniform legal direction based on the erga omnes effect of the sentence 

annulling a general Act with inseparable content. (c.f. among others: Council of State, Section IV, 7th December 2000, 

n.6512)  

On the other hand, it cannot be neglected considering that such cancellation descends from a pronouncement that is 

confined to merely procedural profiles of this lawsuit, and per se does not cast doubt upon the Authorities powers to 

intervene again, with reparative effects from the expiry of previous decisions adopted in tariff matters. It should be 

emphasized that the above cited ruling n. 3352/06 of the Sixth Section, on the contrary, expressly recognised that it fully 

comes under the powers and the competences of the Authority to adopt provisions in tariff matters such as that pursued 

to the Court of First Instance.  

Resolution 248/04 therefore seems to have failed once and for all, with general effect, but the AEEG’s legitimate claim 

to adopt similar measures on tariffs has been confirmed, and also to exercise the power to intervene again on the matter, 

even with reparative effects on the present repeal of resolution 248/04. 

 

Subsequent to the publication of the grounds for the above judgement, the AEEG intervened with resolution 12/07 

announcing “having started proceedings to have measures adopted relating to criteria for the updating of economic 

conditions for the supply of natural gas, applicable from January 2005”. 

 

On 30th January the State Council disclosed that the “decisions of the Plenary Assembly number 1 and 2 of 2007, 

previously published on 11th January” had been replaced because the previous text contained typing mistakes.  All 

references to the validity and erga omnes effect of the annulment of resolution 248/04 had disappeared from both 

judgements  

 

The effect of this variation could be fairly moderate, as it refers to the removal of information that could be considered 

corollary, also because the erga omnes effect is correlated to current case law and it may be unnecessary to express it in 

the judgement. 

  

The most striking difference is thus the removal of the paragraphs relating to the powers of the Authority to intervene 

again, in other words, those paragraphs quoted by the Authority in the premise to resolution 12/07 with which it started 

the new procedure. The new version of the judgements, therefore, annulling the parts relating to reparative effects, cast 

doubts on the Authority’s recent measure on the matter.  

 

While it awaits the final outcome of the pending legal proceedings, the Ascopiave Group has planned for a special 

allocation in the consolidated balance sheet to the value of €4,300,000.  

This allocation reflects the better estimation of the overall net charge for the Ascopiave Group resulting from the 

application of the gas price updating mechanism established by Resolution 248/04 instead of that set out by Resolution 

195/02 with regards the period 1st January 2005 – 30th September 2006, based on the negotiations with shippers on and 

the current reference normative framework.  

 

This estimate could undergo modifications in future, subject to normative changes and changes in the renegotiation 

process that could arise as a result of Resolution 12/07 also referring to the extension of the deadline, of which art.3 of 
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Resolution 134/06. 

 

However it should be specified that, based on the press release issued by the AEEG on 25th January 2007 and subject to 

discussions with the various operators in the sector, the Direction does not believe that the Group will be further 

burdened with any significant additional charges to those currently reflected in the balance sheet. 

 

16. Termination indemnities 

 

The changes in severance indemnity  for IFRS purposes of the Group are analyzed in the following table:  

(in thousands of Euro)   

Severance indemnity as of 31 December 2005                    2,795 

Payments                   (1,725) 

Cost of current services and work                      619 

Change of scope of consolidation                          4 

Previous actuarial losses/(Profits)                        (128) 

Actuarial loss/(Profit) for the year 2006                       (26) 

Severance indemnity as of 31 December 2006                    1,538 

 

The value of severance pay has been correctly established using actuarial methods. The liability was determined by 

independent actuaries using the projected unit credit method based on the following assumptions.  

• mortality rate: this information was determined by the actuary with reference to recent life-expectancy studies 

carried out by ANIA, which resulted in the creation of a new demographic benchmark known as IPS 55. These 

studies were based on a projection by ISTAT of mortality in the Italian population in the period 2001-2051, 

adopting an age-shifting approach to simplify the handling of the tables by generation;   

• invalidity rate: the annual probability of ceasing work due to invalidity was determined with reference to the 

benchmark published by INPS in 2000;  

• annual probability of ceasing work for other reasons: this was assumed to be 3%, based on the historical 

experience of the company in this regard;  

• annual probability of requesting an advanced severance indemnity: this was assumed to be 2%, based on the 

historical experience of the company in this regard; 

• discounting rates: this was assumed to be 4%, based on the forecast rate curve for the time period considered; 

• - annual rate of effective increase in remuneration: this rate was assumed to be 3%, based on management’s 

estimates of the pay increases to be granted to employees;  

• annual rate of inflation: this was estimated to be 1.5% over the time period considered. 

 

The use of actuarial techniques to establish severance pay to IFRS standards on 31st December 2006 led to the 

recording of revenues worth € 26,000. 

 

Starting January 1 2007, the Financial Law and relative implementing decrees have introduced important  changes  in 

the Severance Indemnity  discipline, among which the choice by the employees regarding allocation of their own 

maturing Severance Indemnity. In particular, the new Severance Indemnity allocations can be earmarked by the 

employee in chosen forms of retirement plans or kept  in the company (in the latter case the company has to pay the 

Severance Indemnity  contributions  in a treasury account held by the INPS). Currently the state of interpretative 
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uncertainty about the above cited recently issued law, the potential different interpretation of the qualification according 

to  IAS 19  regarding the maturing  Severance Indemnity and consequent modifications on the actuarial calculations 

regarding the matured Severance Indemnity, as well as the impossibility of estimating the choices attributed to  the 

employees on the allocation of the maturing Severance Indemnity  (for which  each individual employee has time until 

next  June 30th) make premature any assumption of modification of the actuarial calculation of the Severance 

Indemnity matured as of December 31 2006. 

 

17. Medium/Long-term loans 

 

Medium/Long-term loans at the end of each related period are analyzed in the following table: 

(in thousands of Euro) 31/12/2006 31/12/2005 

Loans from Cassa Depositi e Prestiti repayable between 2006 and 2016 at a fixed 
interest rate periodically renegotiated.  

                  8,478                     10,433 

Loans from Cassa Depositi e Prestiti repayable within 2009 at a fixed interest rate of 
6%.. 

                      65                           85 

Loans from I.N.P.D.A.P. repayable within 2006 at a fixed interest rate of 9.75%                          -                           78 
Loans from Banca Regionale Europea repayable within 2011 at a euribor interest 
rate  of 3/6 months plus 2 percentage points (Le Cime Servizi) 

                     212                              - 

Loans from Unicredit Banca d'Impresa repayable within 2011 at a euribor interest 
rate  of 3/6 months plus 1,5 percentage points (Le Cime Servizi) 

                     127                              - 

Total Medium/Long-term debt                   8,881                     10,596 

Less: current portion of  medium / long-term loans                  (1,941)                      (2,056) 

Non current portion of  medium / long-term loans                   6,941                       8,540 

 

Medium/Long-term maturity loans for the period are analyzed in the following table:  

Long-term Bank Loans received by Ascopiave S.p.A. 

(in thousands of Euro) 31/12/2006 

Financial Year 2007             1,867 
Financial Year 2008             1,733 
Financial Year 2009             1,058 
Financial Year 2010                852 
Financial Year 2011                666 
Beyond financial year 2011             2,364 

Total Medium/Long-term debt             8,540 

 

Long-term Ba nk Loans received by Le Cime Servizi S.r.l. 

(in thousands of Euro) 31/12/2006 

Financial Year 2007                  74 
Financial Year 2008                  77 
Financial Year 2009                  80 
Financial Year 2010                  83 
Financial Year 2011                  26 

Total Medium/Long-term debt                340 

 

 

Medium/Long-term loans refer to: 

- residual liabilities to the Cassa Depositi e Prestiti S.p.a. equalling €8,540,000, of which €6,673,000 non-current 

share, against investments in extension works to the gas distribution networks.  This overall payable is made up of 

various payables positions towards the above mentioned institution, with due dates falling between 2006 and 2016 

and with fixed rates between 6% and 7.5%, 

- residual liabilities to the I.N.P.D.A.P. were completely settled over 2006. 
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- Funding from the European Regional Bank equalling €259,000, of which €212,000 is a non-current share, taken 

out by subsidiary Le Cime Servizi S.r.l, due in 2011 with euribor 3/6 month rate + 2 percentage points; 

- Funding from the European Regional Bank equalling €153,000, of which €127,000 is a non-current share, taken 

out by subsidiary Le Cime Servizi S.r.l, due in 2011 with euribor 3/6 month rate + 1.5 percentage points; 

 

The reductions in funding result in the regular payment of instalments for the financial year.  

18. Other non-current liabilities 

 

The value of this heading at the end of each related period is analysed below:  

(in thousands of Euro) 31/12/2006 31/12/2005 

Payables due to the City Council of Castelfranco                          -                   2,393 

Long-term deferred income                       31                      121 

Other payables                   2,113                   2,151 

Total other non current liabilities                   2,145                   4,665 

 

 

The variation of the heading ‘other non-current liabilities’ is due to the reclassification of the accounts payable to the 

Castelfranco Veneto local authority under the heading ‘other current liabilities’ as the remaining repayment period is 

less than one year. 

‘Other payables’ include primarily caution money paid by users according to their gas supply contracts.   

 

19. Deferred tax liabilities 

 

The provision for deferred taxation at the end of each related period is analysed below: : 

(in thousands of Euro) 31/12/2006   31/12/2005   

Description Temporary 
differences 

IRES Effect  Total effect Temporary 
differences 

Tax rate Total effect 

- amortization surpluses              41,066  37.25%             15,297              43,105 37.25%              16,057 
-Severance indemnities                   300 33.00%                     99                   274 33.00%                     90 
- goodwill deductibility for tax 
purposes  

               6,473 37.25%                2,411                5,499 37.25%                2,048 

Deferred tax liabilities                 17,807                 18,195 

 

 

The heading ‘deferred tax liabilities’ contains primarily the deferred tax liabilities allocated to 
temporary differences in the tax base between tax laws and balance sheet values, relative to the 
amortization surpluses of tangible fixed assets and of the goodwill for tax purposes.  

 

Current liabilities 

20. Amounts due to banks and  current portion of  medium / long-term loans 

 

Amounts due to banks and  current portion of  medium / long-term loans for each related period are analyzed in the 

following table: 
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(in thousands of Euro) 31/12/2006 31/12/2005 

AMOUNTS DUE TO BANKS 1,647 47,756 
Bank advances 0 32,000 
Current portion of  medium / long-term loans 1,941 2,056 

Total amounts due to banks and  current portion of  medium / 
long-term loans 

                                              3,587                 81,812 

 

The heading “Bank advances” and “Amounts due to banks” refer to Ascopiave. 

The decrease of the debt to the bank by €77,547,000 from 2005 was obtained mainly due to the proceeds of the 

company’s listing on the Stock Exchange, as shown by the financial statement. 

Refer back to the table on loan liabilities reported in the paragraph relating to medium / long term loans for more details 

on the short-term repayments on these loans. 

The residual short-term amount payable to banks of €3,587 is made up of debtor accounting balances towards loan 

institutions and of short-term repayments of loans. 

The following table shows the breakdown of Ascopiave S.p.A.’s used and available credit lines and the relevant rates 

applied from 31st December 2006: 

Lender Type of line of credit Max credit 
(*) 

Inter. rate 
as of 31 
Dec. 2006 

Utilization as of 

    31 Dec. 2006 
(*) 

Banca Popolare di Vicenza Bank credit            50,000 4.30%  
Veneto Banca SpA Bank credit            30,000 4.16%  
Banca di Credit Cooperativo delle Prealpi Bank credit              5,000 4.30%  
Unicredit Banca d’Impresa Bank credit            40,000 4.35%                  3,587 
Banca Popolare Friuladria Bank credit            10,000 4.29%  

Total            135,000                  3,587 
* (Thousands of Euro) 

 

21. Trade payables 

 

The balance of Trade payables of 31st December 2006 includes payables to ENI S.p.A and Edison S.p.a. for gas 

supplies, respectively for €8,642 and €924, for which the due dates have expired.  These missed payments, agreed on 

with the suppliers, relate to the regulation of trade relations in gas supply following the normative uncertainty deriving 

from measures on tariffs taken by the Authority for Electrical Energy and Gas. 

  

 

22. Tax liabilities 

 

The value of this heading at the end of each related period is analysed below: 

(in thousands of Euro) 31/12/2006 31/12/2005 

IRAP payables                         4                   2,009 

IVA payables                      682                          - 

Payables to UTF and Regional/Provincial Additional Tax                   4,675                   1,540 

Other tax payables:                      894                      398 

Total payables to tax authorities                   6,255                   3,947 

 

Tax liabilities include regional business tax payable, VAT payable and payables to UTF for consumption taxes and to 

the regions / provinces on gas consumption, the increase of which compared to 31st December 2005 is due to the 

different user billing schedule, as explained in the paragraph “tax receivables”, which should be referred to for further 

detail.  
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Other tax liabilities relate to payables for deductions for freelance work.   

 

23. Other current liabilities 

 

The value of other current liabilities at the end of each related period is analysed below: 

(in thousands of Euro) 31/12/2006 31/12/2005 

Customer advances 7,365 7,447 

- Amounts due to parent company for tax consolidation system 9,863 15,295 

- Financial amounts due to parent companies 129 15 

Due to social security institutions 547 458 

Due to employees 1,744 1,385 

Annual deferred income 186 125 

Payables amount payable to the local authority of Castelfranco Veneto 2,393 0 

Annual accrued expenses 1,054 1,328 

Other payables 499 800 

Total other current liabilities                 23,780                 26,853 

 

 

Customer advances 

Customer advances represent amounts paid by users as a contribution to apportionment and connection works in 

progress at the time of the balance sheet. 

 

- Amounts due to parent company for tax consolidation system 

This heading includes the amount due to IRES accrued through taxation during the financial year 2006 in regards to the 

controlling company Asco Holding in the context of the national tax consolidation contract.  The decrease of 

€5,432,000 in this section on 31st December 2006 compared to 31st December 2005 can be explained by the lower 

taxable base accrued over this financial year compared to the previous year. 

 

- Financial amounts due to parent company 

This heading includes loan liabilities held by the controlling company Asco Holding against cash advances carried out 

from the corresponding  current account. 

 

Due to social security institutions 

The amount due to social security institutions mainly relates to charges for the year that were paid at the start of the 

following year.  

 

Due to employees 

The amounts due to employees for untaken vacation, deferred remuneration and bonuses earned relate to the vacation 

accumulated by 31 December 2006  but not yet taken at the reference date. The increase in value on 31st December 

2006 compared to that on 31st December 2005 can be explained by the increase in staffing levels and by the extension 

of the consolidation area that now includes Global Energy with a further 5 employees. 

 

Accrued expenses and deferred income 

Accrued expenses refer mainly to matured rent on state-owned property.  
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Amount payable to the local authority of Castelfranco Veneto 

The amount payable to the member local authority of Castelfranco Veneto was reclassified as a current liability as the 

due date is in 2007. This loan was taken out on tangible fixed assets in the then Piave Special Cooperative Company in 

addition to the net shares in property allocated to them as members.  This loan is financial in nature, it is repaid in 

uniform instalments and bears interest at the Euribor 6 month rate unless there is a spread of 0.5%. 

 

Other payables 

Other payables include primarily payables to social security institutions for contributions on staff 
accruals, as estimated on 31st December 2006 and payables for family allowance contributions.  
 

Net financial position "Net financial position" 

The table below shows the composition of the net financial position as requested in Consob 
communication No. DEM /6064293 of 28 July 2006: 
 
(in thousands of Euro) 31/12/2006 31/12/2005 

   
Cash and cash equivalents         (100,591)            (2,208) 
Current financial assets (Financial receivables)                     -               (564) 
Short-term borrowings              3,587            81,812 
Payables due to the City Council of Castelfranco              2,393  
Financial amounts due to parent company                 129                  15 
Net short-term  financial position         (94,482)           79,055 
Medium/Long-term loans              6,941              8,540 
Payables due to the City Council of Castelfranco               2,393 
Net Medium/Long-term  financial position              6,941            10,933 

   
NET FINANCIAL POSITION         (87,541)           89,988 

 
 
 
The Group’s available funds on 31 December 2006 is €87,541 due mainly to the proceeds of the listing and the results 

of the 2006 financial year. 

It is shown that in short and long-term bank loans no covenants or negative pledges are anticipated. 

 

 

 

 

 

 

 

 



Ascopiave Group   
 

Ascopiave Group - Consolidated and individual financial statements as of 31 December 2006 95

COMMENTS ON THE MAIN CONSOLIDATED INCOME 
STATEMENT ITEMS OF THE FINANCIAL YEAR 2006  
Revenues 

 

24. Revenues 

 

The following table shows the breakdown of revenues by activity sector over the relevant period. 

(in thousands of Euro) Financial Year 2006 Financial Year 
2005 

Revenues from gas sales 285,771 254,777 

Revenues from connection services 8,697 9,288 

Revenues from electric energy sales 11,928 3,765 

Revenues from heat supply service 3,570 3,283 

Other revenues 8,138 8,194 

Total Revenues 318,105 279,307 

 

The sales and services revenues amount to Euro 318,105 thousand, with an increase of Euro 38,798 thousand equal to 

13.9% as against the previous period. The variation is caused primarily by the increase in gas revenues, of €30,994,000 

or 12%, explained mainly by the increase in one part of the sales price detected in the cost of the raw materials, partially 

compensated by the decrease in domestic users’ gas consumption, due to unfavourable thermal conditions. 

 

Revenues from the sale and distribution of gas are €285,771,000 compared to €254,777,000 for the previous financial 

year and reflect the group’s main activity.  

 

Gas users over the year have risen from 304,570 to 313,355 units, with an increase of 8,785 units, equivalent to 2.8%. 

Volumes of gas distributed over the 2006 financial year equalled 806.3 million cubic metres, a decrease of 54.5 million 

on the previous financial year (860.8 million cubic metres), equivalent to 6.3%  

 

The decrease in consumption of natural gas by domestic users in the fourth quarter of 2006 was caused mainly by the 

mild winter climate.  The unusual winter climate conditions produced a variation of 17% in domestic user consumption, 

which went from 282.6 million cubic metres to 234.5 million cubic metres. 

 

It should be noted that, in regards customers who did not make use of their right to negotiate supply conditions directly 

with the gas sales company and mainly made up of domestic customers, who represent around 80% of total gas sales 

revenues, the natural gas sales tariffs used to establish revenues for the first quarter of 2006 were set by applying the 

updating mechanisms for raw material costs as set out in AEEG Resolution 195/02.  Moreover, legal proceedings are in 

progress regarding the afore-mentioned price determination methods, which sees many gas supply companies opposed 

to the AEEG, analyzed in more detail in the paragraph “legal proceedings relating to Resolution 248/04”.  

On the contrary, in compliance with AEEG Resolution 63/06 on the quarter April to June 2006, the Group, in 

establishing the revenues for the second and third quarter of 2006 applied the price updating methods set out in AEEG 

Resolution 248/2004. 
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 Gas sales equalled 790.2 million cubic metres, with a decrease of 6% compared to the previous financial year (840.8 

million cubic metres). 

 

Revenues for electrical energy equalled €11,928,000 with an increase of 217% compared to the 
previous financial year.  The variation can be explained by the increase in user numbers and by the 
kWh sold, which went from 36.6 million in the 2005 financial year to 101.2 million in the 2006 
financial year. 
 
Revenues from heating supply have recorded am 8.7% increase, rising from €3,283,000 to 
€3,570,000; this increase is due to new managed plants, now numbering 393 compared to the 
previous 382. 
 
Revenues for connections to the gas distribution network suffered a dip of 6.4% over 2006, going 
from €9,288,000 in the previous financial year to €8,697,000 in 2006, due to a lower number of 
connections carried out. 
 
Other revenues, equalling €8,138,000 refer to measuring activities for third parties and minor billing 
activity for third party aqueduct services.   
 

Operating costs 

 

25. Cost of gas purchase  

 

The cost of the raw material of gas, equal to €232,709,000 increased by €42,509,000 with a percentage variation of 

22.3%, mainly due to the increase in the purchase price of natural gas. 

The volume of gas purchased over the year went from 840.8 million cubic metres to 790.2 million, equivalent to a 

percentage drop of 6% or 50.6 million in real terms. 

 

26. Cost of other materials and consumables 

 

The following table reports on costs relating to the purchase of other raw materials over the relevant financial periods: 

(in thousands of Euro) Financial Year 
2006 

Financial Year 2005 

Electrical energy purchases;                     11,715                            3,682 

Purchases of other materials                       1,511                            1,847 

Total cost of other raw materials                     13,226                            5,529 

 

Costs for purchase of electrical energy amount to €11,715,000 with an increase of €8,033,000, caused by an increase of 

64.6 million kWh sold over the year, primarily due to the increase in user numbers, which went from 102 units to 209 

units. 

Costs for materials and contracts, mainly spent on the extension of the gas distribution network, went from €1,847,000 

to €1,511,000.  The kilometres of network laid over the year equal 71.5. 

 

27. Costs for services 
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The cost of services received for the related period is analyzed in the following table: 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Costs of conveyance on secondary  networks                          783                             298 

Costs for meters reading                          687                             683 

Costs for mailing bills                          769                             795 

- Postage and telephone costs                       1,145                           1,199 

Maintenance and repairing                       1,218                           1,124 

Consulting services                          881                             887 

Commercial services and advertisements                          720                             520 

Sundry consumers                          509                             415 

Directors’ and Statutory Auditors’ fees                          477                             351 

Insurance                          205                             157 

Payroll and related costs                          522                             513 

Other managing  expenses                          682                             875 

Costs for use of third party assets                       1,516                           1,416 

Total services costs:                      10,115                          9,233 

 

Costs for services add up to €10,115, compared to €9,233 for the previous year, with an increase of 9.6%.  This 

increase, worth €883 ,000, is mainly due to an increase in costs for commercial services and publicity and due to the 

increase in carriage costs  to operators outside of the Group, respectively of €201,000 and €485,000.  

 In regards to external carriage costs, it is noted that these derive from the acquisition of customers connected to other 

distributors’ networks. 

 

The primary costs for services are costs for maintenance and repairs, technical, administrative and legal consultancy 

services, the expense of billing customers and the costs for the use of third party property, including mainly rent 

payments for the tenancy of warehouses and offices and costs incurred by crossing public land to carry out connection 

work and network laying. 

The carriage costs on secondary networks refer to the cost the Group has paid for the supply of natural gas through 

distribution networks not owned by the Group.  

Costs for commercial services and publicity include charges relating to market research activity and advertising 

campaigns. 

Staff costs include costs for the management of company cars, costs of the cafeteria service and for training and 

education. 

Other management costs include various everyday costs (business travel, cleaning, security etc). 

 

28. Personnel costs  

 

The cost of personnel for the related period is analyzed in the following table: 

(in thousands of Euro) Financial 
Year 2006 

Financial Year 
2005 

Wages and salaries 8,869 8,224 

Social security contributions 2,735 2,493 

Severance indemnities 619 583 

Pensions and similar commitments 48 66 

Other costs 25 25 

Payroll and related costs: 12,297 11,391 

Capitalised payroll and related costs: (1,418) (1,396) 

Net payroll and related costs: 10,878 9,995 
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Personnel costs equal €10,878,000, after costs capitalized against increases for internal jobs, increasing by €883,000 

compared to the same period over the previous year.  The change in this reserve comprises. From  the first consolidation 

of the Global Energy Group, from the increase due to the national collective contracts automatically being dragged in 

and through the residual of new hirings. 

 

The table below shows the average number of employees of the group by category over the relevant financial periods:  

Type Financial 
Year 2006 

Financial 
Year 2005 

Executives                      9                      9 

Office workers                  190                  174 

Blue-collar  workers                    94                    93 

Average number of 
employees 

                         
293 

                         
276 

 

After the process of listing the company on the Stock Exchange it is to be noted that there are no longer stock option 

plans available to employees or administrators in either the mother company or its subsidiaries. 

 

29. Other operating expenses 

 

Other operating expenses for the related period are analyzed in the following table: 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Provision for risks on credits                          705                           1,609 

Other provisions                       4,300                             215  

Membership fees and AEEG                       1,530                           1,723 

Capital losses                          354                             563  

out-of-period expense                           46                             137  

Other taxes                       1,097                           1,124 

Other costs                          934                             948  

Costs of  contracts                       1,933                           2,018 

Total other operating costs                     10,898                          8,336 

 

Other costs add up to €10,898,000, increased by €2,562,000 compared to the same period of the previous financial year.  

The variation is mainly due to the allocation of €4,300,000 against the potential economic effect of an unsuccessful 

updating of the price of gas sales compared to the purchase price of raw materials, according to the methods provided 

for in AEEG Resolution 248/04. 

The increase in other operating costs is in part mitigated by the small allocations that became necessary to cover the risk 

on loans that have gone from €1,609,000 to €705,000 with a variation of €904,000. 

The heading other taxation includes costs for indirect taxation, fees and various concessions.  

Other costs mainly include fuel, miscellaneous materials, consumables and stationery.  

 

 

30. Other operating income 

 

Other operating expenses are analyzed in the following table: 

 

 



Ascopiave Group   
 

Ascopiave Group - Consolidated and individual financial statements as of 31 December 2006 99

(in thousands of Euro) Financial 
Year 2006 

Financial 
Year 2005 

Out-of-period income               99                 153 

Other income               27                   27 

Total other operating income             127                 180 

 

31. Amortization and depreciation 

 

Depreciation and amortization for the related period are analyzed in the following table: 

(in thousands of Euro) Financial Year 
2006 

Financial Year 
2005 

Intangible fixed assets                      228                           316 

Property, plant and equipment.                11,026                       10,741 

Total depreciation and amortization                 11,255                       11,057 

 

Amortizations of intangible fixed assets refer primarily to the amortization of software licenses. 

Amortizations of tangible fixed assets comprise primarily amortizations on methane gas distribution plants.  

 

FINANCIAL INCOME AND EXPENSE 

32. Net financial expenses 

 

Net financial expense for the related period is analyzed in the following table: 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Interest income on bank and post office accounts 214 65 

Other financial income 113 273 

Financial income                          327                            338 

Interest expense on banks 977 1,294 

Interest expense on mortgage loans 752 980 

Other financial expense 462 1,497 

Financial charges                       2,191                          3,771 

Total net financial expenses                       1,864                         3,433 

 

Financial fees mainly comprise of interest to loan institutions and to the holding company Asco Holding S.p.A and 

equal €1,864,000 compared to €3,433,000 over the 2005 financial year, with a drop of 45.7%, considering the decrease 

in the Group’s average level of indebtedness to the banking system. 

Other financial fees include the passive interest on payables to the local authority of Castelfranco Veneto describes in 

the paragraph “Other current liabilities”.  

 

Taxes and levies 

 

33. TAXATION FOR THE YEAR 

 

The income tax charge for the related period is analyzed in the following table, distinguishing the current element from 

the provisions for deferred tax assets and liabilities: 
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(in thousands of Euro) Financial Year 2006 Financial Year 2005 

IRES current taxation: 10,719 15,501 

Current taxes – IRAP (regional business tax) 1,891 2,624 

(Advance) / deferred taxes (1,563) (1,518) 

Total Income Taxes 11,048 16,607 

 

 

The incidence of income taxes on income before taxes for the two related periods is shown in the following table: 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Income before taxes                     27,286                     41,705 

Income taxes                     11,048                     16,607 

Percentage of income before taxes 40.5% 39.8% 

 

The tax rate went from 39.8% in the 2005 financial year to 40.5% in the 2006 financial year. 

The increase in the tax rate can primarily be explained by the consolidation of the losses of Global Energy. 

 

The reconciliation of the theoretical tax charges and the actual charges is offered to a certain extent by IRES ,  whose 

structure bears the typical characteristics of a corporation tax , considering the tax rate applicable to the Company.  For 

the regional business tax, no reconciliation between the theoretical tax charges and the actual charges was arranged, in 

light of the different basis used to calculate the tax. 

Data stated in thousands of Euro Financial Year 
2006 

 Financial Year 
2005 

 

     

Ordinary tax rate applicable 33%  33%  

PRE-TAX RESULTS 27,286  41,705  

Theoretical tax charges 9,004 33.0% 13,763 33.0% 

Non-deductible costs 152 0.6% 220 0.5% 

Effective tax charges IRES 9,156 33.6% 13,983 33.5% 

IRAP (current and deferred) 1,891 6.9% 2,624 6.3% 

Total effective tax charges  11,048 40.5% 16,607 39.8% 

     

Effective rate 40.5%  39.8%  

 

 

 

The actual tax rate, equalling 40.5% of results before tax, is higher than the theoretical tax rate of 
33%, primarily further to the incidence of the regional business tax (6.9% of the consolidated result 
before tax). 
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OTHER COMMENTS ON THE CONSOLIDATED FINANCIAL 
STATEMENTS AS OF 31 DECEMBER 2006 
 

Groups of companies 

 

Acquisition of the Global Energy Group 

On 4th July 2006, the Group signed for and paid €700,000 for the increase in company’s capital of Global Energy S.r.l. 

In virtue of this increase, Ascopiave S.p.A acquired 51% of shares with voting rights.  It should also be noted that 

Global Energy holds 80% of shares with voting rights of the company Le Cime Servizi Srl These companies, both 

based in Mirano (Veneto) and both at the start-up phase, are specialised in methane gas and electrical energy sales and 

in cogeneration.  

The acquisition was entered in the books using the purchase method.  The consolidated balance sheet includes the 

consolidated results of the Global Energy Group comprised of the companies Global Energy S.r.l and Cime Servizi 

S.r.l. for the period from the acquisition date to the 31st December 2006. The fair value of the assets (including the 

above mentioned payment of €700,000) and identifiable liabilities of the Global Energy Group at the acquisition date 

was found as follows: 

 

(in thousands of Euro) Fair value recorded on acquisition Book value 

Property, plant and equipment. 946 946 
Other non-current assets 19 19 

Total non-current assets 965 965 

   
Trade receivables and other current assets: 358 358 
Liquid funds 794 794 

Total current assets 1,152 1,152 

Total assets 2,117 2,117 

   
Non-current liabilities 386 386 

   
Current liabilities 803 803 

Total liabilities 1,189 1,189 

   
Net balance 928 928 

   
Percentage of portion acquired 51% 51% 

   
Net value acquired 473 473 

   
Goodwill generated by the acquisition 227 227 

   
Total cost of the acquisition 700 700 

 

The above amount was paid in full and in cash. 

In order to provide correct details on the flows of liquid assets connected to the acquisition of the controlling share of 

Global Energy Group and its consolidation in the Ascopiave Group, we would observe that at the acquisition date of the 

controlling share, the liquid assets of the Global Energy Group equalled €94,000 before the payment of €700,000 

against the increase of capital. 

 

From the acquisition date, Global Energy Group has contributed €30,000 to the Group’s net profits.  If the aggregation 
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had taken place at the beginning of the year, the Group’s profits would have increased by €2000 and the ordinary 

management revenues would have increased by €305,000. 

The goodwill raised is allocated to the expected synergies and other benefits deriving from the integration of the 

property and assets of Global Energy Group with those of the Group. 

 

 

Sector reporting 

 

The tables below reported net sales, results, activity and liabilities related to some segment of the Group for the periods 

ended on 31 December 2005 and on 31 December 2006. 

(in thousands of Euro) Dividend SALES other Elimination
s 

Total 

Financial Year 2006      

      
Net revenues from third parties 16,157 287,178 14,769               -   318,105 
Infra-group revenues among business sectors 45,354 2,228 65 (47,647) 0 
Revenues from business sector 61,511 289,407 14,833 (47,647) 318,105 

      
Operation results before amortization 38,803 367 1,235               -   40,405 
Amortization and depreciation 11,133 30 91               -   11,255 
Operating result 27,669 336 1,144               -   29,150 
Income before taxes 24,327 1,810 1,150               -   27,286 

      
Assets  434,469 114,476 3,697 (30,383) 522,260 
Liabilities (73,432) (106,875) (3,434) 30,383 (153,358) 

      
Equity investments:      
Property, plant and equipment. 14,158 100 1,009               -   15,267 
Intangible fixed assets                    1,377                 2                 4               -             1,383 

 

(in thousands of Euro) Dividend SALES other Elimination
s 

Total 

Financial Year 2005      

      
Net revenues from third parties 14,439 257,451 7,417  279,307 
Infra-group revenues among business sectors 51,812 1,804 41 (53,657) 0 
Revenues from business sector 66,251 259,255 7,458 (53,657) 279,307 

      
Operation results before amortization 44,179 10,975 1,040  56,194 
Amortization and depreciation 10,969 10 77  11,057 
Operating result 33,210 10,965 963  45,137 
Income before taxes 29,029 11,713 963  41,705 

      
Assets  322,515 118,910 4,380 (33,759) 412,046 
Liabilities (159,167) (89,626) (2,426) 33,759 (217,460) 

      
Equity investments:      
Property, plant and equipment. 14,203 30 4  14,237 
Intangible fixed assets 323    323 

 

 

Earnings per share 

As required by the IAS 33 accounting standard, the following information is provided about the calculation of basic and 
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diluted earnings per share. 

 

The basic earning per share is calculated by dividing the net income for the period attributable to the shareholders 

holding ordinary shares of the Company by the weighted average number of ordinary shares in circulation during the 

period, net of any own shares.  

The numerator used for the calculation of basic earnings per share is the net income for the year after deducting the 

minority interest. 

There are no preference dividends, conversions of preferred shares or similar effects that would adjust the results 

attributable to the holders of ordinary shares in the Company.  

 

Diluted profits for shares result as equal to those for shares in that ordinary shares that could have a dilutive effect do 

not exist and no shares or warrants exist that could have the same effect.  

 

Further to this are displayed the results and the number of ordinary shares used for the purposes of calculating the profit 

per base share, established according to the methods set out in IAS standard 33: 

 Financial Year 2006 Financial Year 2005 

Weighted average number of ordinary shares for the year 2006              144,625,008              140,000,000 

Net result of the Group (Expressed in thousands of Euro)                     16,382                     24,522 

Net result for each share (Expressed in Euro)                         0,11                         0,18 

 

The registration in the Register of Companies of the increase in the company’s capital due to the listing took place on 

2nd January 2007.This led to the company’s capital increasing by €93,334,000, corresponding to n  93,334,000 new 

shares issued.  Further to this, profit per share dropped to €0.07 due to the effect of the dilution of the net assets as 

shown below. 

 Financial Year 2006 Financial Year 2005 

Number of shares              233,334,000              140,000,000 

Net result of the Group (Expressed in thousands of Euro)                     16,382                     24,522 

Net result for each share (Expressed in Euro)                         0,07                         0,18 

 

Dividends 

 

Dividends proposed and paid 

The dividends proposed by the approval of the Shareholders’ Annual General Meeting (not identified as liabilities on 

31st December 2006) equal €0.085 per share, for a total sum equalling €19,833,390. The anticipated date for the 

dividend warrants is 14th May 2007 and payment for 17th May 2007. 

 

Commitments and risks 

 

Legal proceedings 

At the current date, several claims are pending before an administrative judge, presented by Ascopiave S.p.a in regards 

to resolutions adopted by 5 local authorities relating to the duration of concessions.  The number of concessions that are 
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today the subject of legal proceedings (with the exception of the users from one local authority whose concession’s 

natural expiry date is prior to the end of the transition phase) represents 14,302 users in total, equivalent to 4.61% of all 

users. 

Since the described proceedings are still pending before the Judicial Authorities, or the deadlines have not yet been 

reached to be able to start up  formal execution of the judgements already given, Ascopiave deems itself unable to draw 

clear estimations on the expiry dates of the aforementioned concessions. 

 

Transactions with related parties  

The details on transactions with related parties over the financial year in question is summarised in the following tables: 

(in thousands 
of Euro) 

 31/12/2006    Financial Year 
2006 

    

Company  Trade 
receivables 

Other 
receivables 

Accounts 
Payable 

Other 
payables 

Expense   Revenues   

      Assets Services other Assets Services other 

Associated 
Companies 

           

Asco Tlc S.p.A.                 39               -            256                   -            35          532                1               -               189            11 
Seven Center 
S.r.l. 

 -               - 11 - 14 255 - - - 5 

Mirant Italia 
S.r.l. 

 -               - - - 31 - - - - - 

Subsidiary 
companies: 

           

Global Energy 
S.r.l. 

           

Le Cime Servizi 
S.r.l. 

           

Parent companies            
Asco Holding 
S.p.A. 

 -             36 - 9,992 - - 366 - 36 31 

 Total   39             36 267 9,992 80 787 367 - 225 47 

 

An agreement between the Group and the holdings company Asco Holding S.p.a. governs the regulation of cash-

pooling, with the aim of compensating the cash surpluses and shortages of the companies, with beneficial effects in 

terms of financial charges and which at the close of the financial year showed an indebted balance of €129,000, entered 

under Other payables and on which is recognised a rate equal to the greater of the cost of Asco Holding Fund, reported 

at the beginning of each semester, raised by 0.25 percentage points, and the Euribor 3 month rate +0.5%.  Overall 

financial charges met by the Group for the holding group over the course of 2006 equal €366,000 

Furthermore, for the 2006 financial year, Ascopiave S.p.A and Ascotrade S.p.A agreed to consolidating tax relations in 

the head of the group, Asco Holding S.p.A, entered among the other current liabilities.  

 

Costs for services towards the subsidiary Asco TLC S.p.a. refer to a rental fee for servers.  Revenues for the 

aforementioned subsidiary derive from the contract to supply gas and electrical energy and from service contracts 

drawn up between the parties. 

 

The costs for services for the subsidiary Seven Centre S.r.l refer mainly to maintenance services for the natural gas 

distribution network. 

Furthermore: 

- the economic relations between the companies of the Group and the subsidiary companies occur at market 
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prices and are eliminated in the process of consolidation; 

- the operations set up by the companies of the group with correlated parties are part of normal management 

activity  and are regulated at market prices. 

- referring to the provisions of art.150, indent 1 of Decree n.58 of 24th February 1998, no operations have been 

carried out that could potentially be conflicts of interest with companies of the Group, by members of the Board 

of Directors. 

 

SUBSEQUENT EVENTS 
 

On 29 July 2005 Ascopiave proposed a motion to TAR Lombardia to protest the note of the Tariff Direction of the 

Authority for Electrical Energy and Gas in which the Authority for Electrical Energy and Gas rejected Ascopiave’s 

request for re-determination of the value of the CGD component (costs of management related to distribution activities) 

of the VRD with reference to the intended total tariff region. 

The Lombardy Regional Administrative Court, with judgement n.613 of 28th February 2006, admitted Ascopiave’s 

appeal, making a provision that the definition of the MCD of the VRD for the thermal year 2003/2004 was established 

with consideration for the general tariffs context. 

Through its Sentence n. 613 of 28 February 2006, the Authority for Electrical Energy and Gas, on 14 April 2006, 

appealed to the State Council with the request for suspension, which was not accepted by the Court. In the case that 

Ascopiave wins the motion, the company will have to redefine its proposed tariffs for the thermal year of 2003-2004 

and ask its users to pay additional sums. The difference between the Restrictions for Distribution Revenues deliberated 

at the time to define the tariff approved by the AEEG and the new Restrictions resulting from the calculation of the 

CGD component for the entire intended area is estimated at 2 million Euro. 

Given that the CGD for the 2003-2004 thermal year represents a parameter for the calculation of the tariff for the 

second regulatory period, as indicated in Resolution n. 170/04, the possible redefinition of such component would also 

bring with it a redefinition of the tariff for the thermal years of 2004/2005, 2005/2006, 2206/2007, and 2007/2008.with 

resultant adjusted amounts to request of users, estimated at around €5 million. 

The final judgement from the State Council is expected before April 2007. 

The hearing is set for 17th April. 

Given the favourable case law precedents, Ascopiave expects that the judgement will confirm the ruling of the 

Lombardy Regional Administrative Court. 

 

Transfer of gas sales branch from Bimetano Servizi S.r.l. 

 

As per the resolution of the extraordinary shareholders’ meeting of the subsidiary Ascotrade S.p.A., on 28 December 

2006 the transfer from Bimetano Servizi S.r.l. of the natural gas sales branch was completed, being the transfer effects 

fully effective as from 1 January 2007. The new corporation structure of Ascotrade S.p.a. has acquired 29 thousand 

users in the area of the Province of Belluno. The operation was resolved by an increase in company’s capital of the 

subsidiary Ascotrade S.p.A that was entirely reserved to the contribution of Bimetano Servizi S.r.l.:  in particular, 

considering Ascopiave S.p.A.’s rejection of the right of option in the increase in capital, as expected the auditing 

company agreed on the suitability of the issue price of new shares. 
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 The values subject to this contribution were evaluated with reference to the assets situation of the branch of the 

company on 30th September 2006 and are summarised in the table below: 

 

Assets/Liabilities that have been transferred  
(in thousands of Euro)  values as of 

30 September 2006 

  
Goodwill 6.253 
Net circulating capital (operating receivables and 
payables) (53) 
Net transferred to current values 6.200 
including:  
Share capital increase for Ascotrade S.p.A. 110 
Share premium reserve for Ascotrade S.p.A. 6.090 

 
 

The company aggregation should be entered on the books in the 2007 financial year, as set out by the International 

Accounting Standard IFRS 3. In particular the company has entrusted an external expert with the task of evaluating the 

correct allocation of the greatest value recognised over the course of the operation in relation with that found in the 

accounts for that branch of the company, evaluating the opportunity that a part of the aforementioned greatest value be 

attributable to the value of contracts with customers and of customer relations established by these contracts.  At the 

present date not all the necessary information is available that would enable a definition of the allocation of the greater 

value and the overall company aggregation.  Indeed, the contributing Company has not yet proceeded to the approval of 

its own balance sheet for the financial year and many normative uncertainties remain regarding the tax payment   

attributable to the highest price paid in the company aggregation. 

 

Pieve di Soligo, TREVISO, Italy – 28 March 2007 

 
 

The Chairman of the Board of Directors 
                                                                                                                       Dott. Gildo Salton 
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FINANCIAL STATEMENTS AS OF 31 DECEMBER 2006  
 

Balance sheet as of  31 December 2006 and 31 December 2005 

 
(in thousands of Euro) 31/12/2006 31/12/2005  

ASSETS    

Non-current assets    

Goodwill 20,433 20,433 (1) 

Other intangible assets 1,407 481 (2) 

Property, plant and equipment. 272,680 269,476 (3) 

Investments 5,549 21,560 (4) 

Other non-current assets 2,827 2,869 (5) 

Deferred tax assets 10,224 7,962 (6) 

Total non-current assets 313,121 322,783  

    

Current assets    

Inventories 2,766 2,438 (7) 

Trade receivables  24,552 20,327 (8) 

Other currents assets 1,261 341 (9) 

Current financial assets 0 7,532 (10) 

Tax receivables 423 0 (11) 

Cash and cash equivalents 97,909 49 (12) 

Total current assets 126,910 30,687  

 TOTAL ASSETS                    440,031                    353,470  

    

NET LIABILITIES AND EQUITY    

Net Shareholders' equity    

Share capital    140,000 140,000  

reserves 210,672 28,383  

NET RESULT 15,327 24,729  

Net Shareholders' equity  365,999 193,111 (13) 

    

Non-current liabilities    

Provisions for risks and changes 137 269 (14) 

Severance indemnity 1,463 2,726 (15) 

Medium/Long-term loans 6,675 8,540 (16) 

Other non-current liabilities 29 2,505 (17) 

Deferred tax liabilities 17,660 18,187 (18) 

Total non-current liabilities 25,965 32,227  

    

Current liabilities    

Amounts due to banks and  current portion of  medium / long-term loans 3,513 81,060 (19) 

Accounts Payable 10,181 6,556 (20) 

Tax liabilities 1,437 3,580 (21) 

Other current liabilities 21,130 22,176 (22) 

Current financial liabilities 11,806 14,759 (23) 

Total current liabilities 48,067 128,131  

TOTAL LIABILITIES 74,032 160,358  

Total shareholders' equity and liabilities 440,031 353,470  
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Income statement of the financial years closed on the 31 December 2006 and on the 31 

December 2005 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

    

Revenues 65,304 69,855 (24) 

    

Operating costs 36,554 35,854  

Cost of raw materials 2,794 2,968 (25) 

Costs for services 7,731 7,170 (26) 

Personnel costs 9,289 8,380 (27) 

Other operating expenses 5,662 6,470 (28) 

Other operating income (126) (180) (29) 

Amortization and depreciation 11,204 11,046 (30) 

Operating result 28,749 34,000  

Net financial expenses 3,329 (2,788) (31) 

Income before taxes 25,420 36,788  

Taxation for the year 10,093 12,059 (32) 

NET RESULT  15,327 24,729  
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Cash flow statement of the financial years closed on 31 December 2006 and on 31 December 

2005 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 
Company net profit for the year                 15,327                 24,729 
Adjustments to reconcile net income with   
cash provided by operating activities:   
Amortization and depreciation 11,204 11,045 
Provision for doubtful accounts  90 0 
Loss from unconsolidated subsidiaries 0 78 
Net change in deferred tax assets and liabilities (2,789) (411) 
Provision for termination indemnities  (1,263) 245 
Net change in other provisions (132) 213 
   
Changes in operating assets and liabilities   
Inventories (328) 352 
Trade receivables (4,315) 3,083 
Other currents assets (920) 36 
Currents financial assets 7,532 4,168 
Tax receivables and payables (2,567) 3,580 
Accounts Payable 3,455 27 
Other current liabilities (3,425) (19,723) 
Other non-current assets 42 (1,382) 
Other non-current liabilities (82) (1,710) 

   
Total adjustments 6,504 (397) 

   
Net cash provided by operating activities 21,831 24,331 

   
CASH FLOW FROM INVESTING ACTIVITIES   
Additions to intangible assets (1,153) (253) 
Additions to property, plant and equipment (14,262) (14,207) 
Disposals of property, plant and equipment 81 125 
Change in investment 16,011 0 
Payment of non-current debt used to purchase property, plant and equipment 0 (1,532) 

   
Cash-flows (used) in investing activities 678 (15,867) 
Cash flow from financing activities   

   
Cash used in the quotation operation 161,481 0 
Net changes in borrowings due to subsidiary companies (3,081) 0 
Net changes in borrowings due to parent companies 114 0 
Net changes in short-term bank-borrowings (77,357) (4,279) 
Medium/Long-term debt repayments (2,054) (4,215) 
Dividends paid (3,750) 0 

   
Net cash (used) in financing activities 75,352 (8,493) 

   
Changes in cash and cash equivalents 97,860 (28) 

   
Cash and cash equivalents at beginning of the year 49 77 
   
Cash and cash equivalents at end of the year 97,909 49 

   

Additional information Financial Year 2006 Financial Year 2005 
Interest paid 1,721 2,273 
Tax paid 4,019 0 
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Statement of changes in the shareholders’ equity items of the financial years closed on the 31st 

December 2006 and 31 December 2005. 

(in thousands of Euro) Share 
capital 

Legal 
reserve 

Other 
reserves 

Net 
income/(Lo
ss) for the 
period 

Total 
shareholder
s' equity 

Balance as of 31 Dec. 2004               10                 (3)                  7 
      

Transfer as of 1 January 2005       139,990       28,000            385         168,375 
      

Allocation of the result for the period                (3)                3                   - 
      

Result for the year 2005           24,729          24,729 
      

Balance as of 31 Dec. 2005       140,000       28,000            382        24,729        193,111 
      

Dividends paid           (3,750)           (3,750) 
      

Allocation of the result for the period         1,171       19,808       (20,979)                   - 
      

Listing of Ascopiave S.p.A. in the stock 
exchange 

       167,279         167,279 

      
Cost of listing          (5,968)            (5,968) 

      
Result for the year           15,327          15,327 

      
Balance as of 31 Dec. 2006       140,000       29,171      181,501        15,327        365,999 
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IAS/IFRS ACCOUNTING STANDARDS ADOPTED TO PREPARE 
THE FINANCIAL STATEMENTS AS OF 31 DECEMBER 2006. 
 
Basis of presentation 
The consolidated financial statements as of 31 December 2006 has been prepared in conformity with International 

Financial Reporting Standards (“IFRS”) and adopted by the E.U. Commission in compliance with the article no. 6 of 

the  (CE) Regulation no. 1606/2002 of the European Parliament and of the Council dated 19 July 2002 on the date in 

which these financial statements have been prepared (hereafter called  of the  issue by the International Accounting 

Standards Board (IASB) and adopted by the European Union  “IFRS” or “IFRS adopted by the European Union"). 

The same international accounting standards implemented as of the transition date of January 1 2005 have been utilised 

for drafting the opening statement of net equity and for drafting comparable financial statements for fiscal year 2005 in 

compliance with IFRS.   

 

The consolidated financial statements were prepared on the basis of the historic cost principle.  

 

The consolidated financial statements are expressed in thousand of Euro, rounded off to the thousands unless otherwise 

stated. 

 

Accordance with IFRS standards 

 
The 31 December 2006 consolidate balance sheet was prepared respecting the IFRS adopted by the 
European Union (IFRS).  
 
Change of accounting standards 

 

The accounting standards are consistent with those of the past year. The IFRS were not adopted in the fiscal year 

shown, nor in the revised version of preceding IFRS shown, in as much as it was not held that the modifications created 

were applicable to the present balance sheet. We also indicate here that new IFRS were not adopted in advance of the 

revisions emitted in the course of the fiscal year. 

 

Use of estimates: 

 

Use of estimates: to draft the financial statements and the relevant notes in the application of the IFRSs, management 

must: make estimates and assumptions which influence the values of the assets and liabilities of the consolidated 

financial statements and the information regarding potential assets and liabilities at the date of the financial statements. 

The final results could differ from such estimates. The estimates are used to determine the distribution average rate, 

reserves for risks on receivables, for obsolete inventories, amortization/depreciation, write-downs of assets, benefits to 

employees, current and deferred taxes, and other  provisions for risks and costs. The estimates and assumptions are 

reviewed periodically, and the variations are immediately reflected in the income statement. 

 
Implementing new accounting standards 
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We present the accounting standards adopted by Ascopiave S.p.A.: 
 

Non-current assets 

 

 Goodwill The goodwill transferred on January 1 2005 is attributable to surplus values paid 
for the acquisition of some Companies operating in the business of distribution and sale of 
natural gas besides the surplus values paid during transfer of the distribution network.  Such 
goodwill has been posted at cost values.  After the transition date, goodwill can no longer be 
amortized and is reduced by any long-term losses of value.  
 

Goodwill is subjected to an annual recoverability analysis, or a more frequent one if events or changes in 

circumstances occur which can lead to the emergence of possible losses of value.   

 

Other intangible assets: other intangible assets are recorded at cost, determined by the same methods 

indicated for tangible assets. As they have a defined useful life, intangible assets are booked net of the 

accumulated relevant amortization operations and net of any losses in  value, determined with the same basis 

indicated below for tangible assets. 

Useful life is re-examined annually and any changes which may be necessary are made perspectively.  

Intangible assets with a defined life are verified in order to find any losses in their value when events or 

changes of situation indicate that the book value cannot be realized. 

The profits or losses deriving from the transfer of an intangible asset, are determined as the difference between 

the disposal value and the book value of the asset and are entered in the income statement at time of transfer. 

 

 Tangible fixed assets: tangible assets are booked at their historic cost, including accessory costs directly 

ascribable to the putting into operation of the asset for the use for which it was acquired. 

 

Lands - both free of constructions, and annexed to civil and industrial buildings - were generally accounted for 

separately and are not depreciated since they are elements with an unlimited useful life. 

 

The maintenance and repair expenses, which are not subject to valuing and/or prolonging the residual life of 

the assets, are paid for in the year in which they were incurred, otherwise, they are capitalized. 

 

Tangible assets are presented net of the relevant accumulated depreciation, and any losses of value determined 

according to the basis described below. Depreciation is calculated with the straight-line method according to 

the estimated useful life of the asset for the company. The life is reviewed annually and any changes, if 

necessary, are introduced perspectively. 

 

The main economic-technical rates used are as follows: 

 
Category Depreciation rates 
BUILDINGS 2% 
Reduction appliances 4% - 5% 
Networks and connections 2,2% - 4% 
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Meters 5%  
Equipment  8,5% - 8,3%  
Furniture and furnishings 8,8% 
Electronic machines 16,2% 
Basic hardware and software 20% 
Motorcars, motor vehicles and 
similar  

20% 

 
The accounting value of tangible assets is verified to find any losses in value, if events and changed situations 

indicate that book value cannot be recovered. If an indication of this type exists, and if the book value exceeds 

the presumed realization value, the assets are written down until  they reflect their realization value. The 

realization value of the tangible assets is either the net sale price or the use value, whichever is higher. 

 

Losses of value are booked in the income statement among the depreciation and write-downs costs . These 

losses of value are restored if the motives that generated them no longer exist. 

 

When the asset is sold or if there are no future economic benefits expected from the use of the asset, it is 

eliminated from the financial statements and any loss or profit (calculated as the difference between the sale 

value and the book value) is entered in the income statement of the year of the above mentioned elimination. 

 

The depreciation operations of these assets are calculated according to useful economic life in common with 

the other tangible assets. 

 

Equity investments: equity investments are carried at cost. Equity investments are carried at cost; the book 

value is determined on the basis of the purchase or subscription prices, possibly adjusted for any losses in 

value. If in future fiscal years the presupposition about devaluation is not held to be true, the original value is 

reset. 

 

Current assets 

 

 Inventories: inventories are booked at whichever of the following is lower: purchase and/or manufacturing 

cost, determined in accordance with the weighted average cost method, or the estimated realizable net value. 

The net realization value is determined according to the estimated sale price under normal market conditions, 

net of direct sale costs. 

Obsolete and/or slow to move inventories are written down in relation to their presumed future use or  

realization possibility. Write-down is eliminated in subsequent years if the motives for write-down no longer 

exist. 

 

 Trade  receivables and other current assets: trade receivables, whose expiry is within normal trading terms, 

are not discounted back and are booked at cost (identified by their par value) net of the relevant value losses. 

They are adjusted to their presumed realization value by being booked to specific adjusting provisions, which 

are established when there is objective evidence that the company will be unable to collect the receivable at its 

original value. The allocations to provisions for bad debts are accounted for in the income statement.   
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 Liquid funds and equivalents: include the ready cash values, i.e. values with the following requirements: 

availability at sight or in a very short term, good outcome, and no collection expenses. 

 

Non-current liabilities  

 

 Benefits for employees: benefits guaranteed to employees, paid when or after employment 
ceases, by means of programs with defined benefits (Employees' leaving indemnities) or 
with other long-term benefits (retirement indemnity) are recognized in the period when the 
right accrues. 
Liabilities relating to defined benefits programs, net of any assets supporting the plan, are 
determined according to actuarial hypotheses, and are competence-booked in line with the 
work  performance required to obtain benefits; the valuation of the liabilities is carried out 
by independent actuaries, using the credit unitary projection method. The profits and losses 
deriving from the actuarial calculation are booked to the income statement as a cost or 
revenue, irrespective of their value, without however using the so called 'corridor method'. 
 

The amount reflects not only the debts accrued at the financial statements closing date, but also future salary 

rises and the related statistical dynamics.  

 

 Reserves for risks and charges: The reserves for risks and charges concern costs and 
charges of a given type, and of certain or probable existence, which on the closing date of 
the reference period are undetermined in terms of amount or due date. The allocations are 
booked when there is a current obligation (legal or implicit) deriving from a past event, if an 
outlay of resources to satisfy the obligation is probable, and a reliable estimate of the amount 
of the obligation can be made. 

 On the other hand, when it is not possible to create a reliable estimate for the bond, or if it is 
held that the expenditure of financial resources is merely possible and not probable, the 
relative potential liabilities are not included on the balance sheet, but adequate information 
regarding it is noted in the comments. 
The allocations are booked at the value of the best estimate of the amount which the 
company  would pay to discharge the obligation or to transfer it to third parties at the period 
closing date. If the effect of updating the value of the money is significant, the allocations 
are determined by discounting back the expected future financial flows at a pre-tax rate  
which reflects the market's current valuation of the cost of money in relation to time. When 
the discounting back is carried out , the increase of the provision due to the passage of time 
is recorded as financial expense. 

  

 Medium / long-term loans: loans are initially booked at fair value, net of any transaction costs and, 

subsequently, are valued at amortization cost, calculated by applying the effective interest rate.  

 

Current liabilities 

 

 Trade payables and other liabilities: trade receivables, whose expiry is within normal trading terms, are not 

discounted back and are booked at cost (identified by their par value). 
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Payables in a currency differing from the account currency, are booked at the exchange rate of the day of the 

operation and, subsequently, are converted at the end-of-year exchange rate. The profit or loss obtained from 

the conversion is booked to the income statement. 

The other liabilities are booked at their cost (identified by the par value). 

 

 Current financial liabilities: current financial liabilities are booked at their par value. 

 

Revenues and costs: 

 

 Revenues  and cots are indicated according to the principle of economic competence. Revenues and income 

are booked at fair value, net of returns, discounts, allowances, and bonuses.  

 Revenues for conveying services are recognised on the basis of service actually supplied.  Revenues from 

customers for connections or based on allotting works are considered revenues for services supplied during the 

fiscal year and therefore are accounted for according to the standard of accrual basis. 

 

 Interest: Revenues and costs are booked by competence according to the interest accrued on the net value of 

the relevant financial assets and liabilities, using the effective interest rate. 

 

 Income taxes: the allocations for taxes referable to a financial year are calculated according to the charges 

specified by the application of the current tax laws. The allocation of current income taxes is indicated in the 

balance sheet under the item Tax Liabilities  net of paid advances and incurred withholdings. Deferred taxes or 

taxes paid in advance are also determined, concerning the temporary difference between equity values booked 

in the financial statements and the corresponding values recognized for tax purposes. In particular taxes paid in 

advance are booked if it is probable that they can be recovered, i.e. when it is expected that sufficient tax 

earnings can be made available in future so that they can be recovered, whereas deferred taxes are not booked 

only if the emergence of the relevant debt is unlikely to occur. Fiscal assets and liabilities deferred are 

determined by the fiscal rates which it is foreseen will be applied to the fiscal year in which the temporary 

differences will be realized or discharged. 

 
 Earnings per share the basic earning per share is calculated by dividing the net income for 

the period attributable to the shareholders holding ordinary shares of the Parent Company by 
the weighted average number of ordinary shares in circulation during the period . Diluted 
profits for shares result as equal to those for shares in that ordinary shares that could have a 
dilutive effect do not exist and no shares or warrants exist that could have the same effect. 

 

Sector reporting The Company operates mainly in the business segment of gas distribution.  
Other business segments in which it operates do not exceed the limits provided by the IFRS 
standards for identifying a business segment and therefore no segmentation per segment of 
business is submitted.  Moreover, the Company operates exclusively in Italy, so, the 
business segment information on geographical areas is not supplied.  
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COMMENTS ON THE MAIN BALANCE SHEET ITEMS AS OF 31 
DECEMBER 2006  
 

Non-current assets 

 
1. Goodwill 
 

Goodwill, equal to € 20,433,000 on 31 December 2006, refers in part to the surplus value created by 
the contribution of the gas distribution networks by member local authorities in the period between 
1996 and 1999, and in part to the surplus value paid during the acquisition of some branches of the 
company related to the distribution and sale of natural gas. 
 
Goodwill, as it is understood by International Accounting Standard 36, is not subject to 
amortization, but to depreciation audits at a rate of at least once a year. The aim of this is to define 
the principles that the company applies to guarantee that its assets are not recorded at a higher value 
than that which is recoverable. 
In order to the impairment test for value reduction, the acquired goodwill in a company merger 
must be allocated to each of the purchaser’s financial flow generating business unit expected to 
benefit from the merger;  business unit that must represent the minimum monitored level for the 
purpose of management control inside the business unit and anyway must not be greater than  a 
business segment based on a primary or secondary schedule of representation submitted by the 
entity,  calculated  according to the standards of IAS 14 - Business segment reporting.  
 
The depreciation audit on goodwill has been carried out by checking the depreciation in the 
activities of natural gas distribution and natural gas sales, comparing the recoverable value of the 
relevant assets with their accounting value, including the goodwill allocated to them. 
As no reliable criteria exist to evaluate the sales value between the aware and available parties in 
the activities of the sales and distribution of gas, other than the criteria put forward in literature to 
evaluate the branches of a company, the recoverable value of the audited activity is defined by its 
use value.  
 
The value recoverable from the financial flow-generating units in the sales and distribution of 
natural gas has been estimated using the Discounted Cash Flow methodology, discounting back the 
operating financial flows generated by the activity itself at a discount rate representative of the cost 
of capital.  
The financial flows used to calculate value recoverable are those of the Multi-annual Plan for the 
financial flow-generating gas distribution and sales units, which cover the best forecasts formulated 
by management for the period 2006/2008. 
Referring to the activity of gas distribution, considering that according to the current law in this 
field most concessions and credit worthiness will expire on 31/12/2010, it has been suggested that 
in 2009/2010 management generate financial flow in line with that generated in the two year period 
1007/2008. Furthermore, considering the uncertainty that bears on the renewal of concessions, it has 
been decided to estimate the final value of the financial flow-generating gas distribution unit by 
supposing two alternative scenarios, id est that (i) In 2010 Ascopiave ends the activity of gas 
distribution and (ii) the company obtains in 2010 the renewal of all the concessions and credits in 
effect on 31/12/2006. 
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The growth factor used for the purpose of calculating final value, estimated at 1% for both the 
financial flow-generating units, gas distribution and sales, takes into account inflation, growth of the 
client base and increased efficiency. 
 
The cost of capital per financial flow-generating distribution unit was calculated assuming: 
a) that coefficient b (beta levered) was defined based on the beta unlevered compared to a 
sample of comparable companies (local utilities quotation) and considering the specific target 
financial structure of the business. 
B) The market risk taken from the average over a long period for an international sample group 
of countries. 
C) The assumed Risk Free Rate equal to the average yield of 15 year BTPs. 
 
Based on these considered hypotheses, the recoverable value of financial flow-generating units for 
gas sales and distribution is significantly higher than the accounting values and therefore the 
conditions are not met to proceed to devaluing the goodwill for depreciation. 
 
 
2. Other intangible assets 
 
The changes in the historical cost and accumulated amortization of intangible assets during the 
years under examination are shown in the following table: 
 

 31/12/2006   31/12/2005   

(in thousands of Euro) Historic cost Accumulated 
depreciation 

Net balance Historic cost Accumulated 
depreciation 

Net balance 

Industrial patents and 
intellectual property rights 

2,233  (2,020) 213                  2,137  (1,870) 268 

Concessions, licences, 
trademarks and similar rights 

902  (785) 118                  1,245  (1,079) 166 

Other intangible fixed assets 1,811  (964) 847                         0                         0                         0 
Construction in progress and 
advance payments 

229 - 229                       47 -                       47 

Total other intangible fixed 
assets 

5,175  (3,768) 1,407 3,430  (2,948) 481 

 
 
The changes in other intangible asset for the period 2006 are shown in the following table: 
 

 31/12/2005  Changes for the year 2006 

(in thousands of Euro) Net balance Investments 
. 

Depreciation 
. 

Reclass. from 
intang. assets in 

progress 

Net balance 

Industrial patents and intellectual property 
rights 

                 268             57             149                38                213 

Concessions, licences, trademarks and 
similar rights 

                 166             30               78                  -                118 

Other intangible fixed assets                     0           847                 1                  -                847 
Construction in progress and advance 
payments 

                   47           219                (38)                229 

Total other intangible fixed assets 481  1,153 227 0  1,407 

 
 
Industrial patents and intellectual property rights 

The main reference is to the costs of purchasing and updating software. 
 

Concessions, licences, trademarks and similar rights  
These mainly refer to the values received from the parent company and mainly to surplus values credited during the 
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acquisition of some branches of the company relating to natural gas distribution, under the consequent concession 

rights. 

The residual amounts represent costs for the purchase of user licenses and property rights connected to the gas 

distribution network. 

 
Other intangible assets  
To comply with the obligations for energy savings under Decree 20 July 2004 of the Ministry for 
Productive Activities, Ascopiave, over the course of 2006, took actions to implement two projects: 
· The installation of thermoregulation and telemanagement tools in public buildings; 
· Distribution of florescent light bulbs for electrical energy savings and a kit including a low-
flow shower head and a low-flow tap for saving hot water too all of its domestic clients. 
For such measures the Company has been awarded with energy efficiency certificates (so-called ‘blank certificates’) 

that attest to achievements in energy saving, and can be traded on the electricity market. The projects carried out over 

the financial year will lead to the Company receiving further blank certificates in coming financial years. 

The blank certificates obtained through internal projects, added to those acquired over the financial 
year on the electricity market, have enabled the Company to reach the energy saving objectives 
given to the Company by the Authority for Electrical Energy and Gas (AEEG) for the financial year 
2006. The blank certificates exceeding the number needed to meet the energy saving objectives for 
2006 can be used to meet the energy saving objectives set by the AEEG in coming financial years. 
Therefore, the relevant costs represented by the expenses incurred carrying out internal projects or 
by the cost of purchasing certificates on the electricity market, were entered under other intangible 
fixed assets and are not subject to amortization. 
 
 
3. Property, plant and equipment. 
 
The changes in the historical cost, accumulated depreciation and net book value of property, plant 
and equipment in the years under examination are shown in the following table: 
 

 31/12/2006   31/12/2005   

(in thousands of 
Euro) 

Historic 
cost 

Accumulate
d 

depreciatio
n 

Net balance Historic 
cost 

Accumulate
d 

depreciatio
n 

Net balance 

Land and buildings                 
15,706  

                 
(2,991) 

                
12,715  

                
14,685  

                 
(2,515) 

                
12,169  

Plant and machinery                
374,491  

              
(120,234) 

               
254,257  

               
362,630  

              
(110,481) 

               
252,149  

Industrial and 
commercial equipment 

                  
2,161  

                    
(525) 

                  
1,636  

                  
2,071  

                    
(277) 

                  
1,794  

Other  assets                   
7,881  

                 
(5,643) 

                  
2,238  

                  
7,460  

                 
(5,425) 

                  
2,035  

Construction in 
progress and advance 
payments 

                  
1,834  

                   
1,834  

                  
1,329  

                   
1,329  

Total Tangible fixed 
assets 

              
402,073  

             
(129,392) 

              
272,680  

               
388,174  

             
(118,698) 

              
269,476  

 
 
The changes in other tangible assets for the period 2006 are shown in the following table: 
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 31/12/2005  Changes for the year 2006  31/12/2006 

(in thousands of Euro) Net balance Investments 
. 

Transfers 
and 

radiations 

Depreciation 
. 

Accumulated 
depreciation 

Reclassifications Net balance 

Land and buildings 12,169  1,014 5               469                  0                  6  12,715 
Plant and machinery 252,577  10,847 129            9,812                 69               705  254,257 
Industrial and commercial 
equipment 

                  
1,794 

                   
90 

              
0 
              248                  0                   -                    

1,636 
Other  assets 2,035  652 233               448               232                  1  2,238 
Construction in progress 
and advance payments 

                  
901 

               
1,660 

                
15 

                   -              
(712) 

                   
1,834 

Total other tangible 
fixed assets 

269,475  14,262 382 10,977 301 0  272,680 

 
 

Land and buildings 

This heading refers mainly to buildings in the possession of the company used as company 
headquarters and peripheral offices and warehouses, as well as building works relating to 
transformer rooms. The increases recorded over the financial period mostly refer to the completion 
of extension and renovation works at the offices in Pieve di Soligo. 
 
Plant and machinery 

Under this heading can be included the costs relating to the distribution network and distribution systems, such as the 

transformer room systems, connections, reduction groups and meters. The increase recorded over the financial period 

2006, including the reclassification of constructions in progress, refers mainly to exceptional maintenance costs and the 

extension of the gas distribution systems and network. 

 
Industrial and commercial equipment 

This heading includes costs for the purchase of equipment for the maintenance service (pipe detectors and leak 

detectors) and for measurement activity. 

 

Other tangible fixed assets 

The increase recorded under the heading ‘Other tangible fixed assets’ is primarily due to the purchase of hardware and 

software. 

 

 

Assets under construction and advances 

This heading primarily covers costs relating to work to extend the network and the construction of distribution plants, 

carried out partially with savings. 

 
 

4. Investments  

In the following schedule are summarised the holdings held by Ascopiave S.p.A. as of December 31 2006.  
 
(in thousands of Euro) City or foreign 

country 
Share capital Net 

Shareholders
' equity 

Income / 
loss 

% 
OWNERSH

IP 

Book value 

Controlled subsidiaries       

Ascotrade S.p.A. Pieve di Soligo (TV) 890 7,446 1,164 100% 4,810 
Global Energy S.r.l. Mirano (VE) 230 888 (60) 51% 700 
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(in thousands of Euro) Financial Year 
2006 

Financial Year 
2005 

Methane gas purchase                       1,179                       1,073 

GPL and gasoline purchase                          157                          142 

Materials for ordinary maintenance                        1,458                       1,753 

Total cost of raw materials                       2,794                       2,968 

 

 

The cost for raw materials include mainly the cost for fuels utilised in the gas distribution stations and heat supply 

service beside costs of materials utilised in maintenances of the distribution network. 

26. Costs for services 
 

Cost of services is analyzed in the following table: 

(in thousands of Euro)  Financial Year 2006 Financial Year 2005 

Costs for use of third party assets 1432 1326 

Costs for meters reading                           740                          683 

- Postage and telephone costs                           375                          405 

Maintenance and repairing                        1,204                       1,098 

Consulting services                           614                          673 

Commercial services and advertisements                          434                          195 

Sundry consumers                        1,167                          972 

Directors’ and Statutory Auditors’ fees                          305                          199 

Insurance                           200                          153 

Payroll and related costs                           510                          493 

Other managing  expenses                           749                          974 

Total services costs:                        7,731                       7,170 

 
Cost of services total Euro 7,731 thousands compared to Euro 7,170 thousands for the previous 
fiscal year or an increase of 7.8%. The increase for Euro 561 thousands is mainly caused by the 
increase of the costs for business services and advertisement costs for Euro 239 thousands, by the 
increase for various utilities for Euro 195 thousands mainly due to the network stations utilities. 
 

The main cost for services are represented by cost for maintenance and repairs, consulting services 
which include technical, administrative and legal services, cost for mailing bills to customers and 
cost for leased assets which included mainly fees for renting warehouses and offices and crossing 
fees for works of connections and network laying. 
Cost for business services and advertisement include charges for activities of market surveys and 
advertisement campaigns. 
Labour costs include costs for automobiles assigned to employees, cost for cafeteria service and 
costs for personnel training and development.  . 
Other operating costs include various day to day operating expenses (costs for business trips, 
cleaning, security, etc.). 
 
27.  Labour and related costs 
 
The cost of services is analyzed in the following table: 

(in thousands of Euro) Financial 
Year 2006 

Financial 
Year 2005 

Wages and salaries 7,707 7,038 
Social security contributions 2,391 2,154 
Severance indemnities 544 509 
Pensions and similar commitments 45 55 
Other costs 21 22 
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Payroll and related costs: 10,708 9,776 

Capitalised payroll and related costs: (1,418) (1,396) 

Net payroll and related costs: 9,289 8,380 

 

Labour cost is shown less the capitalised costs based on increases of internal works. 

The increase for Euro 900 thousands as compared to 2005 is mainly due to new hiring, as shown on the schedule below, 

which reports the Company average number of employees: 

 Financial Year 2006 Financial Year 2005 

Executives                             7                             7 

Office workers                          145                          134 

Blue-collar  workers                            95                            92 

Average number of employees                          247                          232 

 
 
 
28. Other operating expenses 
 
Other operating expenses are analyzed in the following table: 
 
(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Provision for risks on credits                           90                             -    
Other provisions                            -                             215  
Membership fees and AEEG                       1,453                        1,648  
Capital losses                          333                           514  
out-of-period expense                           47                           133  
Other taxes                          992                        1,075  
Other costs                          814                           868  
Costs of  contracts                       1,933                        2,018  

Total other operating costs                      5,662                      6,470 

 
Other operating expenses go from Euro 6,470 in 2005 to Euro 5,662 in 2006 with a decrease of 12.5% or Euro 808 

thousands are made up mainly by membership contributions paid to the Gas and Electric Energy Authority, by other 

taxes and expense for contract concessions. 

Other costs include mainly cost for vehicles fuel, purchase of energy efficiency certificates, various 
material, consumables and stationery. 
 
29. Other operating income 
 
Other operating expenses are analyzed in the following table: 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Out-of-period income                           99                           153  
Other income                           27                            27  

Total other operating income                         126                         180 

 

 

30. Amortization and depreciation 

 
Depreciation and amortization for the related period are analyzed in the following table: 

(in thousands of Euro) Financial Year 
2006 

Financial Year 
2005 

Intangible fixed assets                          227                          318 
Property, plant and equipment.                     10,977                     10,729 

Total depreciation and amortization                      11,204                      11,046 
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Financial income and expense 

31. Net financial expenses 
 
Net financial expense for the related period is analyzed in the following table: 
 
(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Dividends for Ascotrade S.p.A. 0 6,969 
Interest income on bank and post office accounts 182 5 
Other financial income 19 244 

Financial income                          201                       7,218 

Interest expense on banks 969 1,293 
Interest expense on mortgage loans 752 980 
Other financial expense 1,809 2,157 

(Financial expense)                       3,530                       4,430 

Total net financial expenses/(income) 3,329 (2,788) 

 
Other financial charges include Euro 1,400 thousands for payable interests on the giro current 
account with the subsidiary Ascotrade S.p.A. and Euro 366 thousands for payable interests referred 
the giro current account with the holding Asco Holding S.p.A. company.   
The decrease in financial revenues, as compared to 2005, is due to the failed accounting for the 
accrual of the dividends for fiscal year 2006 by the subsidiary Ascotrade S.p.A. company.  
 

Taxes and levies 

 
32. Taxation for the year 
 
The income tax charge for the related period is analyzed in the following table, distinguishing the current element from 

the provisions for deferred tax assets and liabilities; 

 

(in thousands of Euro) Financial Year 2006 Financial Year 2005 

IRES current taxation: 8,554 11,204 

Current taxes – IRAP (regional business tax) 1,586 2,009 

(Advance) / deferred taxes (47) (1,155) 

Total Income Taxes 10,093 12,059 

 
 
While the following schedule shows the effect of taxes on income: 
(in thousands of Euro) Financial Year 2006 Financial Year 2005 

Income before taxes                     25,420                     36,788 

Income taxes                     10,093                     12,059 

Percentage of income before taxes 39.7% 32.8% 

The tax effect on the pre-tax profit goes from 32.8% of 2005 to 39.7% of 2006 mainly related to the failed revenues 

from dividends by Ascotrade S.p.A. company subject to reduced rate.   

 

Data stated in thousands of Euro Financial Year 
2006 

 Financial Year 
2005 

 

     

Ordinary tax rate applicable 33%  33%  
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PRE-TAX RESULTS 25,420  36,788  

Theoretical tax charges 8,389 33.0% 12,140 33.0% 

Untaxed income   (2,185) -5.9% 

Non-deductible costs 119 0.5% 94 0.3% 

Effective tax charges IRES 8,507 33.5% 10,050 27.3% 

IRAP (current and deferred) 1,586 6.2% 2,009 5.5% 

Total effective tax charges 10,093 39.7% 12,059 32.8% 

     

Effective rate 39.7%  32.8%  
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OTHER COMMENTS ON THE FINANCIAL STATEMENTS 
PERTAINING TO ASCOPIAVE S.P.A. As of 31 December 20 06 
 

Information on related parties 

 
In compliance with art 2497 of the Italian Civil Code, we notify that the Company is a subsidiary of 
Asco Holding S.p.A. .  
 
Operations with the Group companies are carried out at fair market values.  There aren’t any other 
operations carried out during fiscal year with companies and entities referable to Shareholders or 
administrators or holding or subsidiary companies. 
 
(in thousands 
of Euro) 

 31/12/2006    Financial Year 2006     

Company  Trade 
receivables 

Other 
receivables 

Accounts 
Payable 

Other 
payables 

Expenses   Revenues   

      Assets Services other Assets Services other 

Controlled 
subsidiaries 

           

Ascotrade 
S.p.A. 

           
18,076 

              -               
297 

             
11,680 

                
- 

            
2,111 

            
1,402 

               
9 

             
44,863 

            
480 

Global Energy 
S.r.l. 

           

Le Cime Servizi 
S.r.l. 

           

Associated 
Companies 

           

Asco Tlc S.p.A.                  
29 

              -               
195 

                     
- 

             
35 

               
505 

                  
1 

                
- 

                 
185 

             
11 

Energy System 
S.r.l. 

           
- 
              -                   

- 
                     
- 

                
- 

                   
- 

                  
- 

                
- 

                     
- 

                
- 

Seven Center 
S.r.l. 

                   
- 
              -                 

11 
                     
- 

             
14 

               
255 

                  
- 

                
- 

                     
- 

               
5 

Mirant Italia 
S.r.l. 

                   
- 
              -                   

- 
          
- 

             
31 

                   
- 

                  
- 

                
- 

                     
- 

                
- 

            
Parent companies            
Asco Holding 
S.p.A. 

                   
- 
            36                   

- 
               

7,830 
                
- 

                   
- 

              
366 

                
- 

                   
36 

             
31 

            

 Total   18,105             36 503 19,510 80 2,871 1,769 9 45,084 527 

 
 
 
Revenues from the subsidiary Ascotrade S.p.A. and residual credits as of December 31 2006, refer mainly to conveying 

service supplied by Ascopiave S.p.A.. 

Liabilities toward Asco Holding for Euro 7,380 thousands include payables for subscribing to the contract of national 

consolidated tax law relative to the payable matured for taxes relative to the fiscal year closed as of December 31 2005 

not yet settled between the parties.  The residual payable is mainly made up by the report of giro current account  

opened with Asco Holding S.p.A. for Euro 129 thousands on which it is recognised a rate equal to the greater between 

cost of Asco Holding supply posted at the beginning of each quarter, increased by 0.25 percentage points and the 3 

months Euribor rate + 0.5%.  The total financial charges paid by Ascopiave S.p.A. to the holding company during 2006 
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total Euro 366 thousands.   

Cost for services to the subsidiary Asco TLC S.p.A. refers to a rental fee for the server.  The revenues from the same are 

generated by a gas supply contract and from service contracts stipulated between the parties.    . 

 

Strategic Directors’ and Statutory Auditors’ fees 

 
Following are reported the salaries matured for the Administrators and Auditors for the offices 
fulfilled by the same in Ascopiave S.p.A.. 
 
Remunerations paid to administrators for fiscal year 2006 

Individual Office Duration of office Annual 
remuneration from 
Ascopiave S.p.A  

Annual 
Remuneration 
from subsidiary 
companies 

TOTAL 

Gildo Salton President of the Board of Directors 2005-2007               160,000              160,000 
Alfonso Beninatto Director 2005-2007                 20,000                20,000 
Gianantonio Bortolin Director 2005-2007                 20,000                20,000 
Flavio Trinca Independent Director 2005-2007                   1,667                  1,667 
Ferruccio Bresolin Independent Director 2005-2007                   1,667                  1,667 

Total                 203,333                      -               203,333 
* Amounts in thousands Euro less VAT, if due ,and gross of taxes and contributions.  
 
Remunerations paid to the board of auditors 
 

Individual Office Duration of office Annual 
remuneration from 
Ascopiave S.p.A 

Annual 
Remuneration 
from subsidiary 
companies 

TOTAL 

Lino De Luca President of the Board of Statutory 
Auditors 

2005-2007                 43,216  43,216 

Graziano Visentin Statutory Auditor 2005-2007                 29,284  29,284 
Fabio Sforza Statutory Auditor 2005-2007                 29,402  29,402 

Total                 101,902                      -                101,902 
* Amounts in thousands Euro less VAT, if due ,and gross of taxes and contributions.  
 
Remuneration for strategic directors  
 

Appointment First name and Surname 

Finance Director Roberto Gumirato  
Managing Director Giovanni Favaro  
Director of 
Administration 

Cristiano Belliato 

Management control 
director 

Giacomo Bignucolo  

 
We point out that the aggregated remunerations for area managers with strategic responsibilities 
gross of taxes and welfare and social security contributions totals Euro 456 thousands.. 
 
 

Commitments and risks 

 
Legal proceedings 
Currently, there are some  recourse pending before the administrative judge filed by Ascopiave 
S.p.A. against deliberations implemented by 5 townships in reference to the duration of 
concessions.  The  concession customer base subject of the litigation (with the exclusion of the 
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customers of a Town included among those whose concession natural  expiration is prior the term 
of the transition period) reprints a total of 14,302 customers or 4.6% of the totality of the 
customers.. 
Because the described proceedings are still pending before the Judicial Authority or the terms for filing objections to the 

already issued sentence have not yet lapsed, Ascopiave does not believe of being able to estimate the expiration of such 

concessions.  . 

 
Financial instruments Company's objectives and policies and description of risks 
In reference to nr. 6 bis of paragraph 2 of art. 2428 of the Italian Civil Code, we point out that the main financial 

instruments utilised by the company are represented by the accounts payables and receivable, by cash on hand and other 

forms of financing. 

 
It is held that the company is not exposed to credit risks greater than the product sector average, 
considering the numerous customers and the low physical risk in the service of gas delivery. 
 
To control for residual risks that are possible with credit, there is in any case a fund for the 
devaluation of credit equal to approximately 3% of the total gross credit of third parties. 
 
The company’s current market of reference does not include development in areas that would 
necessitate management of risky countries. Commercial operations take place in their totality within 
Italy. For the same reasons, there is no exposure to exchange rate risks. 
 
With reference to the company financial management, the administrators consider as appropriate 
the generating of cash suitable at covering its needs, and as fair the allocation of liabilities among 
the short and long term borrowing in relation to the matching make up of the assets.  In particular, 
the credit lines granted are utilised for 2.7%.  The main payment obligations opened as of December 
31 2006 are associated to contracts for natural gas supply. 
 

Subsequent events 

 
As per the resolution of the extraordinary shareholders’ meeting of the subsidiary Ascotrade S.p.A., 
on 28 December 2006 the transfer from Bimetano Servizi S.r.l. of the natural gas sales branch was 
completed, being the transfer effects fully effective as from 1 January 2007. The new corporation 
structure of Ascotrade S.p.a. has acquired 29 thousand users in the area of the Province of Belluno. 
The operation was resolved by an increase in company’s capital of the subsidiary Ascotrade S.p.A 
that was entirely reserved to the contribution of Bimetano Servizi S.r.l.: in particular, considering 
Ascopiave S.p.A.’s rejection of the right of option in the increase in capital, as expected the auditing 
company agreed on the suitability of the issue price of new shares. 
 
Reclassification of CGD component of distribution Income Constraint 
Restatement of the CGD (Operating Costs) component of  the Distribution Revenue restrictions, on 
July 29 2005, Ascopiave  has filed a  petition before the Lombardy TAR (Regional Administrative 
Tribunal) against the note by the Fees Office of the Gas and Electric Energy Authority by which the 
same (AEEG) has rejected the request by Ascopiave to restate the value of the CGD (operating 
costs regarding distribution activities) of the VRD with reference to the comprehensive intended fee 
area.   
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By way of Sentence nr. 613 of March 14 2006, the Lombardy TAR has sustained the petition by 
Ascopiave by stating the right of the company for having calculated the amount of CGD component 
for the heating  year 2003-2004 with reference to the intended overall area.  . 
Contrary to the sentence nr. 613 of February 282006, the  Gas and Electric Energy Authority, on 
April 14 2006, has submitted appeal to the Sate Council with request of stay and not sustained by 
the Court.   
There are sound reasons to believe that the Sate Council, whose finable sentence is expected in 
April 2007, will confirm the Lombardy TAR sentence for the following reasons:  
(i) he consolidated and consistent favourable opinion by the first degree jurisprudence, 
confirmed by the State Council in similar preceding cases;   
(ii) denial of the right claimed by Ascopiave would mean an unjust disparity of treatment 
toward other operators; 
(iii) the groundlessness of the reasons submitted by AEEG 
 
If Ascopiave wins the recourse, the company will have to restate the fee proposal for the heating 
year 2003-2004 and ask the consumers for the payment of additional amount for adjustments.  The 
difference between the Distribution Revenue Restrictions at the time considered for the definition of 
the fees approved by AEEG and the new Restrictions resulting from the calculation of the CGD for 
the entire indented  area has been estimated by the company for an amount of Euro 2,0 million 
Euro.  
 
Given that the CGD for the  heating year 2003-2004 represents a parameter for the calculation of 
the regulatory period, as indicated by the Deliberation nr. 170/04, any restatement of such 
component would involve also a restatement of the fees the  heating years 204/2005, 2005/2006 and 
2007/2008.  
 
We point out that, prudently, the 2006 results do not take into consideration the fees increase 
connected to the possibility of calculating the CGD component of revenues restrictions at the area 
level.   
 
 
 
The President of the Board of Directors 
                                                                                                            Dott. Gildo Salton 
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