Alma Petroli S.p.A.

DIRECTORS’ REPORT ON OPERATIONS ACCOMPANYING
THE 2018 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 31/12/2018 which
report the following results:

Net profit for the year
2,208,834

Value of production

EBITDA

101,501,514

EBIT
3,237,161

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.
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OVERALL SUMMARY
Results for the year ended 31 December 2018 can be summarised as follows:
Balance Sheet
Assets
Liabilities
Equity

Euro
Euro
Euro

2018
104,783,769
57.283.096
47,500,673

2017
98,076,761
51.516.343
46,560,418

Euro
Euro
Euro
Euro
Euro
Euro
Euro

101,501,514
98.264.353
3,237,161
-61.347
3,175,814
-966.980
2,208,834

74,661,441
74.013.299
648,142
-442.256
205,886
-116.770
89,116

Income Statement
A) Value of production
B) Cost of production
Difference (A -B)
C) Financial income and expenses
Profit before taxation
Taxes on income
Net Profit (Loss)

GENERAL ECONOMIC OVERVIEW
1) INTERNATIONAL SITUATION
After two years of strong growth, the global economy slowed down in 2018, especially in the second
half of the year when investor confidence gradually weakened, preparing the ground for turbulence
on financial markets in the final quarter of the year. According to IMF estimates, global GDP recorded
year on year growth of +3.6%; in April, the IMF forecast a further slowdown in growth for 2019,
with growth of 3.3% expected (lower than the December estimate). The slowdown in growth affected
all of the main economies to differing extents with trade uncertainty between China and the USA and
problems in the Eurozone acting as catalysts. Asia continued to drive growth with an average figure
of 6.4% according to the IMF, although, here too, the rate of growth fell in the second half of the year
(China is a perfect example – according to the World Economic Outlook published by the IMF in
April 2019, China recorded 6.8% GDP growth in the first half of 2018 against 6.0% in the second
half of the year). Meanwhile, on the two sides of the Atlantic, the American Bureau of Economic
Analysis indicates GDP growth of 2.9% in 2018, higher than in prior year and ahead of the Eurozone
growth rate.
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In parallel, there have been some signs of the return of inflation and it increased to 1.3% in the
Eurozone, 2.2% in Europe (source: IMF) and 3.6% worldwide.
On currency markets, the Euro has weakened against the US Dollar – it opened 2018 at 1.21 and
closed the year below 1.15 (source: Reuters), after peaking at 1.25 during the first quarter.
Oil prices underwent an extremely volatile year: after a slump of around 12% in the month of January,
the benchmark Dated Brent price grew strongly until May, almost reaching 80 USD/b. A period of
weakness which saw the price fall back below 69 USD/b in mid-August was followed by a significant
recovery which saw the price break through the level of 86 USD/b at the start of October before
precipitating to 50 USD/b at the end of the year, on the back of non OPEC production figures. IN the
first few months of 2019, the worsening of the crisis in Venezuela, the toughening of sanctions on
Iran and the Libyan crisis took the Brent price back above 70 USD/b.
2) SITUATION IN ITALY
In 2018, Italian GDP remained largely still with year on year growth of 0.1% according to Eurostat
and decreases recorded in two quarters.
According to ISTAT, consumer prices increased in Italy, too (+1.2 %).
The Italian economy remains affected by structural weaknesses that limit the possibility of recovery:
1) Youth unemployment;
2) Population ageing;
3) Limited and slow infrastructural investment, which has worsened;
4) The continued weakness of the banking system and the related costs for the country;
5) Bureaucracy which affects business investment.
OIL INDUSTRY PERFORMANCE
As already mentioned, in 2018, the volatility that had characterised the previous two years heightened
further. The price of Dated Brent fell by around 12% in the first month of the year before recovering
to increase by 40% and, then, decreasing by 35% in the last two months of the year with daily
fluctuations that even exceeded 7%. The average price for the year was around 17% higher than in
2017. The price volatility was linked to a highly variable underlying situation, conditioned by OPEC
cuts and the crises in Venezuela and Libya, by the increase in US production (up by more than two
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million barrels a day in 2018 alone) and by demand. OPEC cuts, the Venezuelan crisis and sanctions
against Iran led to a significant increase in sour crude oil prices.
Average refining margins were lower than in 2017 but remained at a healthy level.
Despite the largely unfavourable macroeconomic environment, the Italian refining and distribution
segment recorded better results in 2018 than in prior year:
a) Consumption
Petroleum products released for consumption amounted to more than 60 million tonnes,
up by 3.7% on prior year (source: Unione Petrolifera).
b) Refining industry
In 2018, Italian refineries processed 73 million tonnes of raw material, a decrease of 2.5%
on prior year.
The increase in consumption and the decrease in internal production led to a significant
reduction in exports compared to prior year (-29 million tonnes or -9%) and an increase
of around 8 million tonnes for distilled products and LPG.
c) Imports
I.
II.

Crude oil imports totalled 62 million tonnes in 2018, 6.5% less than in 2017.
The leading suppliers of crude oil to Italian refineries were, in order:
-

Azerbaijan

19 % (18.7% in 2017)

-

Iraq

14.7% (12.9 % in 2017)

-

Saudi Arabia

11% (9.1 % in 2017)

-

Iran

9.7% (14.1% in 2017)
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-

Russia

8.5% (9 % in 2017)

Focus on the bitumen industry
The bitumen industry showed signs of recovery in 2018. Internal demand increased by 4.8%
compared to prior year, taking total consumption to around 1.48 million tonnes; this was
accompanied by healthy demand from Balkan markets.
The figure regarding internal demand for bitumen appears even more favourable given the
ongoing, extreme lack of road maintenance and the lack of investment in major infrastructures.
The forthcoming introduction of regulation IMO 2020, which will reduce the availability of
bitumen for several European refineries because of crude slate lightening and investment in
conversion plants, will have a positive impact in terms of strengthening the supply & demand
balance in Central and Eastern Europe. Positive effects are also expected in France and Italy.

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

Results for the year ended 31 December 2018 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
Revenue from sales
Change in inventories and increased in fixed assets due
to capitalisation of internal costs
Other operating income
Value of production
Consumption of raw materials and goods
External costs
Other operating costs
Gross value added
Personnel costs

EBITDA
EBITDA %
Depreciation and amortisation
Provisions and impairment adjustments

EBIT
EBIT %
Financial income (expenses)
Exchange gains (losses)
Profit before non-recurring income/(expenses)
and taxes
Adjustments to value of financial assets and
liabilities
Profit before taxes
Taxes on income
Net profit

2018
98,118,679

2017
75,741,842

Δ
22,376,837

Δ%
29.5%

2,105,036
1,277,799
101,501,514
-73,633,092
-10,925,657
-1,356,594
15,586,171
-6,320,741

-2,179,700
1,099,299
74,661,441
-51,869,031
-9,816,521
-382,455
12,593,434
-5,919,671

4,284,736
178,500
26,840,073
21,764,061
1,109,136
974,139
2,992,737
401,070

196.6%
16.2%
35.9%
42.0%
11.3%
254.7%
23.8%
6.8%

9,265,430
9,4%
-6,028,268
0

6,673,763
8,8%
-5,956,369
-69,252

2,591,667

38.8%

71,899
-69,252

1.2%
100.0%

3,237,162
3,3%
-135,694
74,347
3,175,815

648,142
0,9%
-276,125
-166,131
205,886

2,589,020

399.5%

140,431
-240,478
2,969,929

-50.9%
144.8%
1442.5%

0
3,175,815
-966,980
2,208,835

0
205,886
-116,770
89,116

0
2,969,929
850,210
2,119,719

100.0%
1442.5%
728.1%
2378.6%

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

2018

ASSETS
FIXED ASSETS
INVENTORIES
DEFERRED LIQUIDITY
IMMEDIATE LIQUIDITY
CURRENT ASSETS
TOTAL ASSETS

(FA)
(I)
(DL)
(LI)

LIABILITIES
NET CAPITAL
(NC)
NON-CURRENT LIABILITIES
(NCL)
PERMANENT CAPITAL
CURRENT LIABILITIES
(CL)
TOTAL LIABILITIES
STRUCTURAL OR MARGINS ANALYSIS
STRUCTURAL MARGIN

Difference

% Diff.

50,823,672
9,407,042
26,570,391
17,982,664
53,960,097
104,783,769

53,314,887
7,884,600
21,166,705
15,710,569
44,761,874
98,076,761

-2.491.215
1.522.442
5.403.686
2.272.095
9,198,223
6,707,008

-4.7%
19.3%
25.5%
14.5%
20,5%
6,8%

47.500.673
14,000,000

46,560,418
16,250,000

940,255
-2.250.000

2,0%
-13.8%

61,500,673
43,283,096
104,783,769

62,810,418
35,266,343
98,076,761

-1,309,745
8,016,753
6,707,008

-2,1%
22,7%
6,8%

2018

Difference

% Diff.

-6,754,469

3,431,470

53,960,097

44,761,874

9,198,223

20.5%

NET WORKING CAPITAL (NWC=[IL+DL+I]-CL)

10,677,001

9,495,531

1,181,470

12.4%

1,610,931

-340,972

-21.2%

(TM=[IL+DL]-CL)

-3,322,999

2017

GROSS WORKING CAPITAL (GWC=IL+DL+I
TREASURY MARGIN

(SM=NC-FA)

2017

1,269,959

-50.8%

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
FIXED ASSET COVER WITH LONG-TERM SOURCES OF FINANCE
FIXED ASSET COVER WITH OWN CAPITAL (EQUITY)
INDEPENDENCE INDEX (LEVERAGE)

Calculation
method
(NC+NCL)
FA
NC
FA
NC
(CL+NCL)

2018

2017

Difference

121.01%

117.81%

3.20%

93.46%

87.33%

6.13%

82.92%

90.38%

-7.46%
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LIQUIDITY RATIOS
Description
CURRENT RATIO
ACID TEST RATIO (ATR)

Calculation
method
(IL+DL+I)
CL
(IL+DL)
CP

2018

2017

Difference

124.67%

126.93%

-2.26%

102.93%

104.57%

-1.63%

2018

2017

Difference

7.83

6.58

1.25

3.69

3.58

0.11

1.98

1.76

0.22

9.19

7.98

1.21

0.94

0.77

0.16

46

55

-9

97

101

-3

181

205

-23

39

45

-6

384

466

-82

2017

Difference

923,681

258,472

12.79

2.73

1.40

-0.05

WORKING CAPITAL INDEXES
Description

INVENTORY TURNOVER (IT)
RECEIVABLES TURNOVER (RT)
PAYABLES TURNOVER (PT)
NET WORKING CAPITAL TURNOVER (NWCT)

TURNOVER OF TOTAL ASSETS (ToTA)
INVENTORY LIFE CYCLE (IN DAYS)
RECEIVABLES LIFE CYCLE (IN DAYS)
PAYABLES LIFE CYCLE (IN DAYS)
NET WORKING CAPITAL LIFE CYCLE (IN DAYS)

TOTAL ASSETS LIFE CYCLE (IN DAYS)

Calculati
on
method
CoS
I
SALES
DL
CoS
CL
SALES
NWC
SALES
TA
360
IT
360
RT
360
PT
360
NWCT
360
ToTA

EFFICIENCY RATIOS
Description
REVENUE PER EMPLOYEE
RETURN ON EMPLOYEES
RETURN ON EMPLOYEES

Calculation
2018
method
SALES
1,182,153
No EMP.
SALES
15.52
PERS. C.
SALES
C. MAT.

1.34
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PROFIT RATIOS
Calculati
on
method

Description

RETURN ON EQUITY-ROE

RETURN ON INVESTED CAPITAL (ROI)

RETURN ON SALES – ROS
RETURN ON DEBT-ROD

ROI - ROD (SPREAD)
EFFECT OF LEVERAGE OR RISK RATE

EBITDA ON SALES
FINANCIAL EXPENSES ON REVENUE

NR
NC
EBIT
TA
EBIT
SALES
OF
(CL+NCL)

2018

2017

Difference

4.65%

0.19%

4.46%

3.09%

0.66%

2.43%

3.30%

0.86%

2.44%

0.31%

0.61%

-0.30%

0.05%

2.73%

110.64%

9.95%

8.81%

0.63%

0.41%

-0.24%

(ROI-ROD) 2.78%
(CL+NCL)
120.59%
NC
EBITDA
9.44%
SALES
FIN. EXP.
0.18%
SALES

Key income statement results

Description

2018

2017

2016

101,501,514

74,661,441

EBITDA

9,265,430

6,673,763

3,915,179

EBIT

3,237,162

648,142

-1,986,785

Net profit (loss)

2,208,835

89,116

-1,635,029

Value of production

57,527,088
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Profit

THE COMPANY’S OPERATING PERFORMANCE
1) PROCUREMENT OF RAW MATERIALS, RESIDUE AND SEMI-FINISHED PRODUCTS

In 2018, the Refinery received the following raw materials:
a)

Around 71,000 tonnes of crude oil sourced abroad.

b)

Around 194,000 tonnes of crude oil sourced in Italy;

c)

Around 162,000 tonnes of heavy residue and semi-finished products, partly
sourced abroad, used to power the plants.

d)

Around 5,000 tonnes of other residue for various uses.

2) PROCESSING PERFORMED BY THE REFINERY
Around 412,000 tonnes were processed in 2018. This was around 24,000 tonnes less than in
2017 (+6%)..
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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
2018, the following shipments of finished products and semi-finished products were made:
High sulphur diesel

around 97,600 tonnes (-10 on 2017)

Virgin Nafta

around 6,700 tonnes (+34% on 2017)

Diesel for injection into oil field

around 15,200 tonnes (-16% on 2017)

All types of bitumen

around 300,100 tonnes (+14 on 2017)

Therefore, the plant shipped a total of around 419,600 tonnes of finished products and semifinished products with an increase of around 25,300 tonnes on prior year (around 6.4%).
4) OTHER IMPORTANT MATTERS THAT HAVE AFFECTED OPERATIONS
A) Business organisation
In 2018, the Company continued to develop and consolidate its already efficient business
structures. It perfected appropriate procedures and took action designed to improve the
organisation.
B) Certifications
During 2018, the following independent checks were performed by the DNV and RINA
certification bodies:
•

Renewal of Quality certification (ISO 9001:2015) in June 2018;

•

Renewal of Environmental certification (ISO 14001:2015) in June 2018;

•

New Safety certification (OHSAS 18001:2007) in October 2018;

•

Renewal of Road bitumen/asphalt FPC certification (EN 12591) in October
2018;

•

Audit for EU-ETS in February 2018.
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C) Safety
Some of the most significant improvements with regard to Security-related issues were as
follows:
•

Regulatory compliance work on bagged bitumen palletiser;

•

Improvements to internal tanker loading area;

•

Regulatory compliance work on air distribution system;

•

Upgrading of wharf bitts;

•

Repair and raising of floor at distillation and reaction plant;

•

Installation of shelters for internal and external tanker loading personnel;

•

Upgrading distillation plant purification system;

•

Extraordinary maintenance of Cogeneration plant.

The following main training courses were organised in 2018 with assistance from internal and
external trainers: ISO 45001, EC marking of materials for road use, REACh and CLP, OHSAS
18001, Legislative Decree 105/15 “Seveso ter”, first aid, emergency fire prevention using
third category PPE.
In 2018, health and safety monitoring did not identify any professional illnesses and the
biological monitoring performed produced satisfactory results almost identical to those
recorded in 2017.
D) Environment
The most significant improvements made in relation to Environmental issues include the
following:
-

Extraordinary maintenance of storage tank S5;

-

Monitoring and refurbishment of plant’s oily water sewer system;

-

Extraordinary maintenance of S70;

-

Flooring of plant pipe way.

E) Personal Data Protection
EU Regulation 679/2016 (the “General Data Protection Regulation”) came into force on 25
May 2018. Alma Petroli updated its personal data protection measures to comply with the
new regulation. The Company continues to take effective action in the field of personal data
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protection, promptly complying with the guidelines and 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 and to begin preparing the
“Privacy Impact Assessment” document.
F) Code of Ethics and Organisational Model
During the year, the Organisational Model in terms of Legislative Decree 231 was reviewed
and updated. In the second half of 2018, the revised and updated Code of Ethics was adopted
and the establishment of Supervisory Board, comprising two external members and one
internal member, was approved.
G) CO2 Emissions
In the first few months of 2019, the inspections body appointed to certify CO2 emission quotas
audited the actual 2018 quotas. In light of the satisfactory inspection results, the quotas were
input to the European Commission’s trading platform and the return operation was later
completed. Once more in 2018, the results confirmed the positive trend of a reduction in CO2
emissions per tonne processed at the refinery and the absence of any expenses until the end
of the second ETS period 2013-2020.
H) Participation in gas and electricity purchasing consortia
Thanks to its positive experience in previous years, the Company continued to participate in
the CURA (electricity purchases) and CEM (methane purchases) consortia in 2018. A general
overhaul of the Cogeneration plant was carried out in 2018 and this led to an increase in
electricity purchase costs.
I)

Works performed or in progress, studies and projects
The Investments Committee continued its activities regarding studies and projects to explore
new business segments and relaunch traditional ones.
Several existing projects continued and/or were completed in 2018 while other new ones
commenced, as summarised below:
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a)

The Company completed work on improvements to the sewage network of the entire

plant (AIA requirement)
b)

The Company continued with the flooring of storage basins and on the double bottoms

of storage tanks and installed a double bottom on another storage tank at the plant (AIA
requirement).
c)

In the summer 2018 period, the Company asphalted new areas of the refinery that are

crossed by pipe-ways (AIA requirement).

It also raised the yard floor in the

distillation/oxidisation area which was at risk in case of exceptional weather events.
d)

In the first half of 2018, the Company carried out structural and load improvements to

seven (out of nine) of the bitts at the wharf operated under a government concession.
e)

In the second half of 2018, the Company stepped up its work on revamping the thermal

power plant. All procurement activities were carried out and contracts were entered into with
the companies that would perform the work. Completion is scheduled for the end of the first
four months in 2019.
f)

The Company has completed research and development regarding the establishment

of a modified bitumen production plant inside the facility. It has dealt with the issues
regarding the authorisation process, carried out initial engineering work and entered into
contracts to purchase the production plant.
g)

The Company notes the following with regard to studies or projects launched in

previous years:
1.

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

2.

the Unit 300 acid water washing system remains on stand-by for the same reasons

indicated in 2017.
J) Personnel
During 2018, 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 83 employees, as follows:
3 Senior Managers
13 Managers
31 White Collars
36 Blue Collars
During the year, the Company provided around 1,860.5 hours of training as follows:
-

1,087 hours on safety issues plus e-learning training
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-

6 hours of environmental / quality training plus e-learning sessions

-

767.5 hours of professional, technical and managerial training.

A plan utilise accumulated leave and to reduce hours has been implemented resulting in a total
average annual reduction of 6.6 days.
Thanks to internal guidelines on new recruitment, the average age of the workforce has
decreased slightly compared to prior year: in 2018, the average age of employees was 45.3
years against 47.2 years in 2017.
A new “Research and Development” department has been set up with one in-house employee.
This is in line with the Business Plan which foresees long-term investment in products and
processes.
The Company organisation chart is set out below.

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.
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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 2018, 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 126,000, up by 33% 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.
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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ompliance
risk

Risk of change in
cash flows

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

Directors’ Report as at 31 December 2018
Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no.
01088570393

17

Alma Petroli S.p.A.

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.
• 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
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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
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 whether by law or by the Articles of Association.
At the reporting date, the Company had an eight member Board of Directors as follows
:
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Chairman

Antonio Serena Monghini

Deputy Chairman

Enrico Baracca

CEO

Sergio Bovo

Director

Andrea Serena Monghini

Director

Emanuele Serena Monghini

Director

Massimo Masini

Director

Giovanni Mezzadri Majani

Director

Stefano Baracca

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.

Significant events after the reporting date
There are no significant events to report
Personal data protection
The Company has adopted procedures required by the EU Data Protection Regulation. It has also
performed preventative mapping of personal data processing risks.
Business outlook
Pursuant to Article 2428(3)(6) of the Italian Civil Code, we note that the Italian economy slowed
down further compared to the previous quarter in the final quarter of 2018. This was accompanied
by the political risk regarding the forthcoming European elections and the safeguard clauses included
in the 2019 Mini Budget which caused concern on a European level and in the international financial
sector. On international level, growth has remained subdued, accompanied by certain risks caused
by protectionist policies that have been implemented and by ongoing instability in certain key areas.

Directors’ Report as at 31 December 2018
Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no.
01088570393

20

Alma Petroli S.p.A.

Nonetheless, we feel able to confirm a positive outlook for 2019, in light of the Company’s
competitive positioning with regard to its portfolio of quality bitumen products, diversification in
terms of markets and a general strengthening of demand for these products. One risk regards the
availability of heavy and high sulphur crude oil, the flow of which has been significantly restricted
by the ongoing crisis in Venezuela, by OPEC cuts and by the embargo against Iran. For the year
ahead, achieving the right balance between work on the Company’s own account and sub-contract
processing, with the flexibility offered by processing contracts, will be key in mitigating the supply
risk.
The Company is also pursuing the objectives indicated by its strategic guidelines and by the risk map.
It is committed to major projects regarding the development of new bitumen, waste management,
control systems (profit by line of business), planning, development of skills and people and credit
management.
Plans have also been launched in order to reposition Alma Petroli in terms of online communications
(website and presence on LinkedIn) and there has been a general review of maintenance processes
(an essential part of the process and cost review activity known as Zero Base).
Ravenna, 29 March 2019
The Chairman of the Board of Directors

Directors’ Report as at 31 December 2018
Registered Office in Ravenna Via di Roma, 67 – Tax Number and Ravenna Register of Companies no.
01088570393

21

