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DIRECTORS’ REPORT ON OPERATIONS ACCOMPANYING 

THE 2017 FINANCIAL STATEMENTS 

 

Dear Shareholders, 

In accordance with the Articles of Association, we have convened a 

General Meeting to submit for your approval the financial statements for the year ended 31/12/2017 

which report the following results: 
 
 

 

For details of the method used to determine EBITDA and EBIT, reference should be made to the 

section containing analysis of the Company’s income statement, balance sheet and cash flows. 

We provide below the information about operating performance required by Article 2428 of the Italian 

Civil Code and by Italian Accounting Standards, as well as any other information considered 

necessary and appropriate. 

 
This document is structured as follows: 

• The first part contains a description of and commentary on the Company’s overall operating 

performance, focusing on income statement, balance sheet and cash flow aspects, on capital 

expenditure and research and development activities; 

• The second part describes the main operational decisions made and provides the other 

disclosures required by law or, in any case, considered necessary and/or appropriate; 

• The third and final part focuses more on the future.  It provides information about the new 

operating period and on any decisions already made in that regard. 

 

EBIT 

 

 

EBITDA 

 

 

Revenue from sales 

75,741,842 

 

Net profit for the year 

89,116 
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OVERALL SUMMARY 
 

 

 
 

Results for the year ended 31 December 2017 can be summarised as follows: 
 

 
Balance Sheet   2017 2016 

Assets  Euro 98,076,761 88,928,215 

Liabilities Euro 51.516.343 42.668.687 

Equity  Euro 46,560,418 46,259,528 

 

 
Income Statement     

A) Value of production  Euro 74,661,441 57,527,088 

B) Cost of production  Euro 74,013,299 59,513,873 

Difference (A -B)  Euro 648,142 -1,986,785 

C) Financial income and expenses  Euro -442,256 179,351 

D) Adjustments to value of financial assets  Euro 0 0 

E) Non-recurring income and expenses  Euro  -453,435 

Profit (Loss) before taxation  Euro 205,886 -2,260,869 

Taxes on income  Euro -116,770 625,840 

Profit (Loss)  Euro 89,116 -1,635,029 

 
 

GENERAL ECONOMIC OVERVIEW 
 

 

1) INTERNATIONAL SITUATION 
 

 

The global macroeconomic recovery continued in 2017 with GDP growth (World Bank estimate: + 3 

%) across practically all regions, accompanied by an upturn in investment, output and commercial 

trade. Asia continued to lead the way in terms of growth with a forecast GDP increase of around 

6.5%, not far off the level recorded in 2016: according to World Bank forecasts, the major markets 

maintained excellent rates of growth (India + 6.7%, China + 6.8 % (higher than expected) and 

Malaysia + 5.8%). 

Meanwhile, on the two sides of the Atlantic, GDP growth of between 2.3% and 2.6% is forecast for 

the United States, higher the figures forecast for the Eurozone and for the UK. 

The macroeconomic situation has boosted by the positive financial climate, favourable economic 

policies and commodities growth. 



Assolvimento bollo virtuale autorizzazione n.1506/2001 Rep. 3 del 27.03.200 

Alma Petroli S.p.A. 

Directors’ Report as at 31 December 2017 

Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no. 

01088570393 

3 

 

 

 
 

In parallel, there have been signs of the return of inflation with a level of 1.3% forecast for the 

Eurozone (source ECB). 

On currency markets, the Euro has strengthened against the US Dollar – it opened 2017 at 1.05 and 

closed the year close to 1.20.  Meanwhile, it has remained largely stable against the GB Pound. 

Oil prices underwent a phase of weakness in the first half of the year before bouncing back strongly 

between July and December in the wake of data on compliance by OPEC countries with production 

cuts, the worsening crisis in Venezuela and uncertainty over access to Libyan oil. Dated Brent ended 

the year at more than 65 USD/b, almost 10 USD/b more than the price quoted at the beginning of 

January 2017. 

 
2) SITUATION IN ITALY 

 

 

In 2017, Italian GDP – as adjusted for calendar related effects – grew by 1.5% with increased internal 

demand contributing 0.4%. 

According to ECB figures, after a period of slight deflation, in Italy, too, consumer prices have 

increased (0.9 %), albeit by less than across the Eurozone as a whole. 

 
However, the Italian economy remains affected by structural weaknesses that limit the possibility of 

a further recovery: 

1) Youth unemployment; 

2) Population ageing; 

3) Limited and slow infrastructural investment; 

4) The continued weakness of the banking system and the related costs for the country; 

5) Bureaucracy which affects business investment. 

 

 

 
OIL INDUSTRY PERFORMANCE 

 

 

 
 

In 2017, the oil market again showed the significant volatility that had characterised the previous 

year. Dated Brent lost around 20% of its value in the first half of the year, falling below 45 USD/barrel 

at the end of June with daily fluctuations sometimes significant.  It then began to recover strongly 

and prices rose to more than 63 USD/barrel and above 68 USD/barrel at the end of the year. If the 

growth – which continued in the first few months of 2018 – was due to factors of demand (up by 
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1.7% on a global level, source EIA) and supply (up by just 0.8% and, in absolute terms, lower than 

demand by around 570 thousand barrels/day), as conditioned by OPEC cuts and by the crises in 

Venezuela and Libya, volatility was also caused by international tension (Iran, Middle East, North 

Korea). 

Average refining margins recovered in the first three quarters of 2017 compared to 2016 before falling 

in the final quarter. 

 
Despite the favourable macroeconomic environment, the Italian refining and distribution segment did 

not record particularly positive performance figures for 2017: 

 
a) Consumption 

Petroleum products released for consumption amounted to less than 52 million tonnes, 

down by 1.6% on prior year (overall consumption recorded a similar percentage decrease). 

 
b) Refining industry 

In 2017, Italian refineries processed 74.8 million tonnes of raw material, an increase of 

more than 3.5% on prior year. 

The increase in production and the decrease in consumption led to a significant increase 

in exports compared to prior year (+2.5 million tonnes or +9%) while imports of the same 

products remained largely stable. 

 
c) Imports 

I. Crude oil imports totalled 66.3 million tonnes in 2017, 9% more than in 2016. 

II. The leading suppliers of crude oil to Italian refineries were, in order: 

- Azerbaijan 18.7% (14.6% in 2016) 

- Iran 14.1% (4% in 2016) 

- Iraq 12.9% (19.7 % in 2016) 
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- Russia 9.9% (10.6% in 2016) 

- Saudi Arabia 9.1% (9.5% in 2016) 

 
 

Focus on the bitumen industry 

The bitumen industry remained largely stagnant once more in 2017.  Internal demand fell 

again compared to prior year with total consumption of around 1.43 million tonnes (- 3.8% vs 

2016). At the same time, heavy goods exports increased further to exceed 5 million tonnes 

with YoY growth of 12.8%. 

The fall in internal demand for bitumen is inevitably due to a lack of road maintenance works 

and also affects production of bituminous conglomerate (dense asphalt). The lack of routine 

maintenance results in increased costs for the resurfacing of roads whose condition has 

deteriorated beyond repair. Stagnant internal demand, a lack of financial resources and late 

payment by the public administration remain the main reasons for the generally difficult 

situation that has also led to a sharp reduction in the number of companies operating in the 

segment, most of them smaller companies operating under public contracts. 

 

 
 

ANALYSIS OF THE COMPANY’S INCOME STATEMENT, BALANCE SHEET AND 

FINANCIAL SITUATION 
 

 

Results for the year ended 31 December 2017 were positive despite the presence of economic and 

political factors that could have a decisive impact on our production. 

 
This section is organised as follows: 

- Review of reclassified income statement information; 

- Review of balance sheet information; 

- Analysis of income statement, balance sheet and financial results based on indexes and 

margins. 

 

RECLASSIFIED INCOME STATEMENT 
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Description 2017 2016 Difference % Diff 

Revenue from sales 75,741,842 57,111,213 18,630,629 32.6% 

Change in inventories and increased in fixed assets 
due to capitalisation of internal costs 

-2,179,700 -223,889 -1,955,811 -873.6% 

Other operating income 1,099,299 639,764 459,535 71.8% 

Value of production 74,661,441 57,527,088 17,134,353 29.8% 

Consumption of raw materials and goods -51,869,030 -37,679,479 14,189,551 37.7% 

External costs -9,816,521 -10,529,540 -713,019 -6.8% 

Other operating costs -382,455 -216,737 165,718 76.5% 

Gross value added 12,593,435 9,101,332 3,492,103 38.4% 

Personnel costs -5,919,671 -5,186,153 733,518 14.1% 

EBITDA 6,673,764 3,915,179 2,758,585 70.5% 

EBITDA % 8,8% 6,9%   

Depreciation and amortisation -5,956,369 -5,829,908 126,461 2.2% 

Provisions and impairment adjustments -69,253 -72,056 -2,803 100.0% 

EBIT 648,142 -1,986,785 2,634,927 132.6% 

EBIT % 0,9% -3,5%   

Financial income (expenses) -276,125 -179,171 -96,954 54.1% 

Exchange gains (losses) -166,131 358,522 524,653 -146.3% 

Profit before non-recurring income/(expenses) 
and taxes 

205,886 -1,807,434 2,013,320 111.4% 

Adjustments to value of financial assets and 
liabilities 

0 -453,435 453,435 100.0% 

Profit before taxes 205,886 -2,260,869 2,466,755 109.1% 

Taxes on income -116,770 625,840 742,610 -118.7% 

Net profit (loss) 89,116 -1,635,029 1,724,145 105.5% 

 

Consumption of raw materials and goods was obtained as the sum of purchase costs of raw materials 

and goods (line item B6 in the Statutory Income Statement) and the change in inventories of raw 

materials and goods (line item B11 in the Income Statement). 

 
External costs include costs for services (line item B7 in the Income Statement) and lease and rental 

costs (line item B8 in the Income Statement). 

 
EBITDA was calculated by adding back to EBIT (the difference between value and cost of 

production per the Income Statement) depreciation and amortisation (line items B10a and B10b) of 

the Income Statement) and impairment adjustments (line item B10d of the Income Statement). 

It should be noted that “EBITDA” is not specifically defined by Italian and International Accounting 

Standards. Therefore, it should not be considered an alternative means of assessing the Company’s 

results. It should also be noted that the method used by the Company to determine EBITDA might 

not be consistent with those used by other companies and/or groups in the industry and, consequently, 

the figures obtained might not be suitable for comparison. 
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RECLASSIFIED BALANCE SHEET 

 

 

Description 2017 2016 Difference % Diff 

     

ASSETS     

FIXED ASSETS (FA) 53,314,887 56,291,904 -2.977.017 -5.3% 

INVENTORIES (I) 7,884,600 7,683,486 201.114 2.6% 

DEFERRED LIQUIDITY (DL) 21,166,705 20,593,330 573.375 2.8% 

IMMEDIATE LIQUIDITY (LI) 15,710,569 4,359,495 11.351.074 260.4% 

CURRENT ASSETS 44,761,874 32,636,311 12,125,563 37.2% 

TOTAL ASSETS 98,076,761 88,928,215 9,148,546 10.3% 

     

LIABILITIES     

NET CAPITAL (NC) 46.560.418 46,259,528 300,890 0.7% 

NON-CURRENT LIABILITIES (NCL)  16,250,000 14,000,000 2.250.000 16.1% 

PERMANENT CAPITAL 62,810,418 60,259,528 2,550,890 4.2% 

CURRENT LIABILITIES (CL) 35,266,343 28,668,687 6,597,656 23.0% 

TOTAL LIABILITIES 98,076,761 88,928,215 9,148,546 10.3% 

 

 

STRUCTURAL OR MARGINS ANALYSIS 2017 2016 Difference % Diff 

STRUCTURAL MARGIN (SM=NC-FA) -6,754,469 -10,032,376 3,277,907 -32.7% 

GROSS WORKING CAPITAL (GWC=IL+DL+I) 44,761,874 32,636,311 12,125,563 37.2% 

NET WORKING CAPITAL (NWC=[IL+DL+I]-CL) 9,495,531 3,967,624 5,527,907 139.3% 

TREASURY MARGIN (TM=[IL+DL]-CL) 1,610,931 -3,715,862 5,326,793 -143.4% 

 
 

Fixed assets include those assets destined to “return” to liquid form in the medium/long-term while 

current assets include those assets whose return to liquid form is expected in the short-term. 

 
Permanent capital includes liabilities due in the medium/long-term while current liabilities include 

those due in the short-term. 

 
Financial ratios and indexes 

 

 
SOLVENCY RATIOS     

Description 
Calculation 

method 
2017 2016 Difference 

 

FIXED ASSET COVER WITH LONG-TERM SOURCES OF FINANCE 
(NC+NCL) 

FA 
117.81% 107.05% 10.76% 

 

FIXED ASSET COVER WITH OWN CAPITAL (EQUITY) 
NC 

FA 
87.33% 82.18% 5.15% 

 

INDEPENDENCE INDEX (LEVERAGE) 
NC 

(CL+NCL) 
90.38% 108.42% -18.04% 



Directors’ Report as at 31 December 2017 

Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no. 

01088570393 

8 

Assolvimento bollo virtuale autorizzazione n.1506/2001 Rep. 3 del 27.03.200 

Alma Petroli S.p.A. 

 

 

 

 

LIQUIDITY RATIOS     

Description 
Calculation 

method 
2017 2016 Difference 

CURRENT RATIO 
(IL+DL+I) 

CL 
126.93% 113.84% 13.09% 

ACID TEST RATIO (ATR) 
(IL+DL) 

CP 
104.57% 87.04% 17.53% 

 

 
WORKING CAPITAL INDEXES     

 

Description 
Calculati

on 

method 

 

2017 

 

2016 

 

Difference 

INVENTORY TURNOVER (IT) 
CoS 

I 
6.58 4.90 1.67 

RECEIVABLES TURNOVER (RT) 
SALES 

DL 
3.58 2.77 0.81 

PAYABLES TURNOVER (PT) 
CoS 

CL 
1.76 1.69 0.07 

NET WORKING CAPITAL TURNOVER (NWCT) 
SALES 

NWC 
7.98 14.39 -6.42 

TURNOVER OF TOTAL ASSETS (ToTA) 
SALES 

TA 
0.77 0.64 0.13 

INVENTORY LIFE CYCLE (IN DAYS) 
360 

IT 
55 73 -19 

RECEIVABLES LIFE CYCLE (IN DAYS) 
360 

RT 
101 130 -29 

PAYABLES LIFE CYCLE (IN DAYS) 
360 

PT 
205 213 -9 

 

NET WORKING CAPITAL LIFE CYCLE (IN DAYS) 
360 

NWCT 
45 25 20 

TOTAL ASSETS LIFE CYCLE (IN DAYS) 
360 

ToTA 
466 561 -94 

 

 

EFFICIENCY RATIOS 
    

Description 
Calculation 

method 
2017 2016 Difference 

REVENUE PER EMPLOYEE 
SALES 

No EMP. 
923,681 722,927 200,754 

RETURN ON EMPLOYEES 
SALES 

PERS. C. 
12.79 11.01 1.78 

RETURN ON EMPLOYEES 
SALES 

C. MAT. 
1.40 1.48 -0.08 
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PROFIT RATIOS     

 
Description 

Calculati

on 

method 

 
2017 

 
2016 

 
Difference 

 
RETURN ON EQUITY-ROE 

NR 

NC 
0.19% -3.53% 3.73% 

 
RETURN ON INVESTED CAPITAL (ROI) 

EBIT 

TA 
0.66% -2.23% 2.89% 

RETURN ON SALES – ROS 
EBIT 

SALES 
0.86% -3.48% 4.33% 

 

RETURN ON DEBT-ROD 
OF 

(CL+NCL) 
0.61% 0.55% 0.06% 

ROI - ROD (SPREAD) (ROI-ROD) 0.05% -2.78% 2.83% 

EFFECT OF LEVERAGE OR RISK RATE 
(CL+NCL) 

NC 
110.64% 92.24% 18.41% 

EBITDA ON SALES 
EBITDA 

SALES 
8.81% 6.86% 1.96% 

FINANCIAL EXPENSES ON REVENUE 
FIN. EXP. 

SALES 
0.41% 0.41% 0.01% 

 
 

Key income statement results 
 

 

Description 2017 2016 

Value of production 

EBITDA 

74,661,441 

6,673,763 

57,527,088 

3,915,179 

EBIT 648,141 -1,986,785 

Net profit (loss) 89,116 -1,635,029 
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Profit 
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THE COMPANY’S OPERATING PERFORMANCE 
 

 
 

1) PROCUREMENT OF RAW MATERIALS, RESIDUE AND SEMI-FINISHED 

PRODUCTS  

In 2017, the Refinery received the following raw materials: 

a) Around 134,000 tonnes of crude oil sourced abroad. 

b) Around 166,000 tonnes of crude oil sourced in Italy; 

c) Around 105,000 tonnes of heavy residue and semi-finished products, 

partly sourced abroad, used to power the plants. 

d) Around 6,000 tonnes of other residue for various uses. 

 

 

2) PROCESSING PERFORMED BY THE REFINERY 

Around 388,000 tonnes were processed in 2017.  This was around 2,000 tonnes less than in 

2016 (-0.50%). 



Directors’ Report as at 31 December 2017 

Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no. 

01088570393 

11 

Assolvimento bollo virtuale autorizzazione n.1506/2001 Rep. 3 del 27.03.200 

Alma Petroli S.p.A. 

 

 

 
 

3) SHIPMENTS MADE BY THE COMPANY 
 

 

A) Product shipments 

In light of the figures reported above, on the raw materials introduced and on processing, in 

2017, the following shipments of finished products and semi-finished products were made: 

 
High sulphur diesel around 108,600 tonnes (+28% on 2016) 

Virgin Nafta around 5,000 tonnes (-20% on 2016) 

Diesel for injection into oil field  around  8,300 tonnes (+22% on 2016) 

All types of bitumen around 262,400 tonnes (-8% on 2016) 

 
Therefore, the plant shipped a total of around 394,300 tonnes of finished products and semi-

finished products with an increase of around 1,000 tonnes on prior year (around 0.25%). 

 
4) OTHER IMPORTANT MATTERS THAT HAVE AFFECTED OPERATIONS 

A) Business organisation 

In 2017, the Company continued to develop and consolidate its already efficient business 

structures.  It perfected appropriate procedures and took action designed to improve the 

organisation (with particular reference to the production facility). 

 
B) Certifications 

During 2017, the following independent checks were performed by the DNV certification 

body: 

• Audit for maintenance of Quality certification (ISO 9001) in June 2017; 

• Audit for maintenance of Environmental certification (ISO 14001) in June 

2017; 

• Audit for maintenance of Road bitumen/asphalt FPC certification (EN 12591) 

in October 2017; 

• Audit for EU-ETS in February 2017. 

 
 

C) Safety 
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The most significant improvements with regard to Security-related issues were as follows: 

1. Upgrading DCS distillation plant; 

2. Upgrading system of discharge of water into Candiano canal; 

3. Modification of laboratory air treatment and conditioning system; 

4. Extraordinary maintenance of Tank S5. 

 
 

The following main training courses were organised in 2017 with assistance from internal and 

external trainers: defibrillator use, OHSAS 18001, use of DPI third category, first aid, ADR 

and risk of major accidents. 

 
In 2017, health and safety monitoring did not identify any professional illnesses and the 

biological monitoring performed produced satisfactory results almost identical to those 

recorded in 2016. 

 
D) Environment 

The most significant improvements made in relation to Environmental issues include the 

following: 

- Installation of double bottom Tanks 44-45-46; 

- Monitoring and refurbishment of plant’s oily water sewer system. 

 
 

E) Personal Data Protection 

The Company continued to take effective action in the field of personal data protection, duly 

complying with the instructions issued by the Authority. It also concluded that it was prudent 

and appropriate to maintain the Security Planning Document (DPS) even though it was no 

longer compulsory, as per the instructions issued by the Authority towards the end of 2011. 

 
F) Code of Ethics and Organisational Model 

During the year, steps were taken to review and update the Code of Ethics and the 

Organisational Model in terms of Decree Law 231. 

The year also saw the drafting of the Company’s Charter of Values with the active 

participation of all employees. 
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G) Carbon Dioxide (CO2) Emissions 

In the first few months of 2018, the DNV – the inspections body appointed to certify CO2 

emission quotas – tested the 2017 figures.  In light of the satisfactory test results, the quotas 

were input to the European Commission’s trading platform and the return operation was later 

completed. The results provided further confirmation of the positive trend with regard to 

reducing the plant’s CO2 emissions and of the absence of any expenses until the end of the 

second ETS period 2013-2020. 

 
H) Participation in gas and electricity purchasing consortia 

Once more in 2017 – as established based on experience in prior years – the Company 

participated in the CURA (electricity purchases) and CEM (methane gas purchases) 

purchasing consortia. In 2017, the Company’s own electricity generating plants had a positive 

impact in terms of reducing the cost of these purchases. 

 
I) Works performed or in progress, studies and projects 

In 2017, the Company continued its activities regarding studies and projects to explore new 

business segments and relaunch traditional ones. Indeed, the Company has set up an 

Investments Committee (IC) whose remit is to support the Board of Directors, the Chief 

Executive Officer and the General Manager in relation to strategic business decisions, 

ensuring that structured and agreed investment analysis is employed. 

In 2017, Management remained committed to projects already in progress, several of them 

rescheduled in future years.  Other new projects were launched and several interventions 

envisaged by the development plans took shape, as summarised below: 

a) In accordance with AIA environmental requirements, improvements to the sewage 

network of the entire plant have now been completed. This has involved around 95% of 

the industrial facility as a whole. 

b)  The Company has continued with work on flooring of storage basins and on the double 

bottoms of storage tanks in line with the programme presented at the MATTM.  It has 

completed the revamping of storage tank 5, one of the plant’s most important assets. 

M o r eo v e r ,  double bottoms have been installed on the plant’s other three storage tanks. 

c) During the shutdown in January 2017, the Company carried out a series of extraordinary 

works on the F102A process heater to make it more reliable and efficient. 
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d) During the second half of 2017, over a short space of time, the Company performed 

studies, planning and realisation work on a new infrastructure for sea-loading of a new 

semi-finished product. 

e) Due to delays regarding authorisations and licences – only received in mid-November 

2017 – the revamping of the thermal power plant has remained on stand-by. Despite what 

was said in the previous section, in the second half of the year, a major review of the 

shutdown timetable was commenced.  A specialist engineering firm was engaged to 

perform a study with a view to reducing significantly the plant’s down time. 

f) The Company notes the following with regard to studies or projects commenced in prior 

years: 

1. the railway link remains on stand-by for the same reasons indicated in 2015; 

2. the company has continued with studies to make the existing empty column more 

efficient and durable; 

3. assessments regarding the turnaround time of the Unit 300 acid water washing 

system have been confirmed; 

4. the Company has launched a research and development programme with a view to 

realising a plant to produce special bitumen at the Ravenna facility; 

5. the Company has begun a new study into a new system to control the burning of 

fuel gas at the F102A process heater; 

6. the I.C. has examined and decided not to proceed with future investment in plants 

for bitumen in big-bags and desulphurisation systems for the semi-finished products 

produced by the refinery. 

 
J) Personnel 

During 2017, there were no major issues in terms of overall relations with personnel such as 

strike action or major requests by the unions. 

As at 31/12/2017, the Company had 82 employees, as follows: 
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4 Senior Managers 

12 Managers 

31 White Collars 

35 Blue Collars 

During the year, the Company provided around 1,316 hours of training as follows: 

• 645 hours on safety issues, as well as e-learning sessions 

• 18 hours of environmental / quality training, as well as e-learning sessions 

• 653 hours of professional, technical and managerial training. 

 

A plan has been drawn up to utilise accumulated leave and to reduce hours.  This has led to an 

average annual reduction of 5.2 days. 

 
K) Accounting/administrative organisation 

As in prior years, there have been no problems in this area. 

 
L) Treasury management 

Treasury management has improved thanks to a decrease in overall debt and a reduction in 

the interest rates applied to borrowing. 

We also note that, with effect from 1/1/2017, a rate of 2% was approved on the partial 

renewal of the bonds of Euro 4,500,000 (original amount Euro 6,000,000) 

 
M) Compulsory stocks 

As in prior years, once more in 2017, the oil ticket exchange market was of little interest for 

the crude oil and semi-finished goods segment and it was even more difficult to find customers 

on this market. 

The market generated revenue of around Euro 94,500, down by 47% on prior year. 

 
Information about general business risks 

 
 

The risks to an organisation and its operations – based on the Enterprise Risk Management (E.R.M.) 

matrix drawn up by the Committee of Sponsoring Organizations of the Treadway Commission 

(C.O.S.O.), may be of external or internal origin. 

“External” risks mainly consist of the Country risk which, in turn, depends on socio-political 

change, on laws and regulations and on economic trends regarding consumption and prices. 
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Meanwhile, “Internal” risks include the strategic risk, the operational risk, the reporting risk and the 

compliance risk. 

Strategic risks include factors that influence the threats and opportunities resulting from the system 

e.g. product life cycles, market position, organisational structure, planning and distribution of 

resources, mergers, acquisitions, alliances, etc. 

The operational risk regards the effective, efficient employment of business resources. In turn, this 

risk may be broken down into the “risk regarding business processes” and the “financial risk”. The 

former regards the conduct of the following business processes: procurement, production, 

distribution-sale and logistics.  Meanwhile, in accordance with Italian Accounting Standard OIC 3, 

the latter includes the credit risk, the liquidity risk, the risk of changes in cash flows, the market risk, 

the exchange rate risk, the interest rate risk and the price risk. 

The reporting risk regards the reliability of information provided by internal and external reporting, 

including accounting and non-accounting information. 

Finally, the compliance risk is the risk of legal or regulatory penalties, significant financial losses or 

reputational damage that may be incurred by the Company as a result of its inability to comply with 

laws, secondary regulations, laws, company standards and codes of conduct. 
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The main business risks are described below together with details of their probability, the Company’s 

exposure to the risks and any action that has been taken to reduce the risks. 

 
Country risk 

The Company does not operate with countries that are unstable from a socio-political or economic 

perspective without using financial instruments such as confirmed, irremovable letters of credit.  

Therefore, it is not exposed to the country risk. 

 

 

Strategic risks 

The Company has developed and adopted strategies to defend its competitive advantages by 

positioning itself in a segment for the production of high value added products that cannot be easily 

made by other competitors. 

 
Operational risks 

• Process related risks 

There are no procurement related risks because, over the years, the Company has sought to 

modulate its operating capacity by adapting itself to a mix of raw materials and semi-finished 

products sourced from a varied list of approved suppliers. 

 

 
 

 

 

 

Risk of change in 

cash flows   

 

 

 
 

ompliance 

risk    
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• Risks relating to finance 

   Credit risk 

Looking back, there have been no significant cases of default by customers. Under Company 

practice, customers are normally subjected to credit worthiness checks. The account statement 

of each customer is prepared and reviewed every month.  The credit limit is updated based on 

specific circumstances regarding the customer relationship and may be suspended in case of 

default. 

   Liquidity risk 

The liquidity risk may manifest itself in the inability to raise, on favourable terms and 

conditions, the financial resources needed for Company operations. 

Liquidity requirements are monitored constantly.  The Board of Directors believes that the 

funds and credit facilities currently available, together with those that will be generated by 

operating and financing activities, will enable the Company to satisfy the requirements of 

investing activities, working capital management and debt repayment on maturity. 

   Risk of changes in cash flows 

Given the nature of its activities, the Company is not currently subject to this type of risk. 

   Market risk 

Market risk is assessed based on specific information, including: 

- Exchange rate risk 

The Company makes purchases and sales on an international scale and is, therefore, 

exposed to the risk of exchange rate fluctuation for the currencies used (mainly the USD).  

It is Company policy to manage the exchange rate risk by making forward currency 

purchases as necessary to manage any fluctuations until the time as the related liability is 

settled. 

- Interest rate risk 

The Company uses third party finance in the form of bank loans for very short periods of 

time. 

Company policy is based on a constant assessment of its self-financing capacity and its 

financing structure.  As required, it seeks to grasp the best opportunities to optimise the 

cost of borrowing 

- Price risk 
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In order to ensure that its exposure to financial risks regarding exchange rate fluctuation 

and/or fluctuation in the price of a commodity – directly or indirectly related to the 

business – is measured as efficiently and effectively as possible, the Company has drawn 

up a Policy that establishes the instruments and methods that may be used to hedge/cover 

such risks.  The Policy also sets out roles and responsibilities within the organisation in 

relation to financial risk management, as described in detail in the Notes to the Financial 

Statements. 

 
Reporting risk 

The Company has implemented and continues to implement administrative, accounting and 

management procedures that help reduce this risk. 

 

Legal compliance risk 

The attention paid to environmental protection and to workplace health and safety has already been 

covered in detail. With regard to other compliance risks (tax, contractual and general legal), 

significant attention is paid to compliance with current laws and regulations.  This involves assistance 

and collaboration from trusted professionals from outside the business. 

Given the above, we do not believe there is any need to provide quantitative 

information on exposure to the above risks as they are not significant for the Company. 

 
Corporate governance 

The Board of Directors has full powers in relation to the ordinary and extraordinary management of 

the Company and can take all actions that are not strictly reserved for the Shareholders’ General 

Meeting by law or by the Articles of Association. 

At the reporting date, the Company had a seven member Board of Directors as follows: 

Chairman Enrico Baracca 

Deputy Chairman and CEO Antonio Serena Monghini 

Director Andrea Serena Monghini 

Director Emanuele Serena Monghini 

Director Massimo Masini 

Director Giovanni Mezzadri Majani 

Director Stefano Baracca 
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Information requested by Article 2428(2)(3-4) of the Italian Civil Code 

We note that: 

• The Company does not hold any treasury shares or shares or quotas of parent companies, 

either directly or through any fiduciary companies or other persons; 

• During the period, no treasury shares or shares or quotas of parent companies were 

purchased or sold, either directly or through fiduciary companies or other persons. 

 
Personal Data Protection 

In terms of Attachment B, point 26 of Legislative Decree 196/2003 (“Personal data protection code”), 

we note that the Company has prepared and/or updated the Personal Data Security Manual provided 

for by Article 34 of said decree, in the manner and on the terms stated therein. 

 
Business outlook 

For 2018, management has planned the reconfiguration and rescheduling of several important 

investment projects. 

As stated in last year’s report, commercial and production initiatives already launched have helped 

the Company regain a balanced operating situation and ensure that the realisation of its assets is no 

longer in doubt. 

 
Ravenna, 4 April 2018 

 
 

The Chairman of the Board of Directors 

The undersigned Enrico Baracca, born in Lugo (RA) on 28/07/1929 declares, with full 

knowledge of his criminal responsibility under Art. 76 of Presidential Decree 445/2000 

in case of false or mendacious statements in terms of Article 47 of said decree, that 

this document has been produced by means of a digital scan of the original analogue 

version and that a comparison between this copy and the original document in terms 

of Article 4 of the D.P.C.M. 13 November 2014 did not reveal any problems. 


