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Solidarity 

 
 
The Dynamo Camp Onlus Association offers Recreational Therapy programs free of charge to children 
and teenagers aged 6 to 17 years, affected by serious or chronic illnesses, mainly oncohaematological, 
neurological and diabetes, whether they are in treatment or in the post hospitalisation period. Dynamo 
Camp’s mission is to offer these children the opportunity to once again simply “be kids”. Opened in 2007 in 
the province of Pistoia, the Camp hosts over 1,800 children and families free of charge during vacation 
and recreation periods, assisting them to find peace, carefreeness and trust in themselves. With the Outreach 
project, the Association also takes Recreational Therapy outside the Camp to hospitals and family homes. 
The benefits of Recreational Therapy are usually of a long term, often permanent nature and help children 
deal with their illness.  

The approach to Recreational Therapy that the programmes are based on aims to involve the children and 
their families in entertaining and fun activities that stimulate their abilities and renew their trust in 
themselves.  

Dynamo guests are used to challenges and the Camp offers many entertaining ones, which are constructive 
but without featuring elements of competition: horse riding, archery, climbing, recreational water activities 
and special projects involving radio, art and photography. Medical supervision is available 24/7 through the 
well-equipped infirmary and specialised doctors and nurses. 
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The objective for the future is to continue to offer Recreational Treatment to as many children and families 
as possible and, to achieve this, our efforts are concentrated on various levels: increasing the number of 
eligible pathologies, in particular serious neurological pathologies that require increasingly complex 
handling, increasing accessibility by 15% to 100 children hosted in each individual session; the extension of 
the network of collaboration with hospitals and associations; quality training to the staff and over 880 
volunteers who donate their time, intelligence and hearts each year; annual increase in the support 
instruments provided to the individuals and the companies who are always at our side. The professionally 
structured and organised fund raising allows us to ensure continuity and excellence.  

 

 
 

The fund raising is targeted to individuals, companies, foundations and public entities, while its sustainability 
horizon is of the medium to long term. The role of individuals and their capacity to bring others together is of 
strategic importance: in 2017, 132 ambassadors and 34 local groups, consisting of persons who support 
Dynamo Camp and promote its cause, have organised 228 fund raising initiatives throughout Italy, building a 
network of around 18,000 persons, and 470 persons from all over Italy who participated in the fourth edition 
of Dynamo Team Challenge, collecting 1,908 donations totalling Euro 242,812 for Dynamo Camp. 

In the 11 years of its operation, over 30,000 people, including ailing children and entire families have 
laughed, played and challenged their limits thanks to the Dynamo Camp Recreational Therapy. 
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2017 Directors’ Report on operations 
Dear Shareholders, 

The main element in 2017 for Intek Group SpA (hereinafter also “Intek Group” or “the Company”) 
consists of the first tangible increases in the profitability of the main investment, in the copper sector, 
resulting from the numerous, intense restructuring interventions that took place over the last few years the 
purpose of which was to increase its value. 

Intek Group is a holding company that owns diversified equity investments and its main objective is to 
increase the value of its individual assets, which consist of companies, business units or individual assets, 
with particular focus on their ability to generate cash flows or generate value over time. 

Intek Group invests with a medium-term horizon mainly, with the objective of creating and 
maintaining a flexible portfolio of assets and with shorter investment cycles. 

 The management of the company monitors and analyses the performance of the markets in which it 
has made its investments to ensure that the best opportunities are taken, focusing attention on the sectors that 
are the most performing and promising, while exit from counterparties, whether industrial or financial, that 
are no longer in line with the management policies is pursued when they present fewer perspectives of 
profitability or longer realization times. 

The management of the Company, in line with this strategic line, believes that the overall appreciation 
of the Intek Group’s performances and value must be made by considering, not only the assessment of the 
economic results for the period, but also and above all the changes in value over time recorded by the 
individual assets and by their capacity to create value for shareholders. 

The management of the Company is focused on ensuring that the parent company 's separate financial 
statements represented the equity and income structure as well as the Company's economic development in a 
more effective way compared to the consolidated financial statements.  

The separate financial statements are therefore the information element on which the communication 
of the corporate result is based, including in consideration of the company's qualification as an investment 
entity since 2014. This involves measurement at fair value of investments except for equity investments in 
companies that are instrumental to Intek group's activities which are measured at cost and consolidated fully.  

This annual report for 2017 is therefore presented, on an ongoing basis compared to the separate and 
consolidated financial statements as at 31 December 2016 and the financial statements as at 30 June 2017, 
employing the accounting standards required for investment entities. This requires fair value measurement 
for both the separate and consolidated financial statements, with equity investments held as investments 
recognised in profit and loss, of which the most significant direct equity investment is KME AG, holding 
company of the KME Group, which operates in the copper sector. 

It is hereby noted that the operations of Intek Group are not considered as collective management of 
savings and, therefore, the Company is not required to be registered in the Register provided for by article 20 
of Legislative Decree 58/98 

Following are the main activities that characterized Intek Group and its main subsidiaries in 2017. 

(i) Restructuring of the copper sector 

(a) The reorganization of the copper sector continued and future strategic developments are 
expected that could lead to agreements with third parties in relation to the sale of some 
business units and the enhancement of others, which are considered to be interesting and in 
synergy with the KME activities, through acquisitions from third parties; 

(b) as indicated in the introduction, thanks to the streamlining and flexibility adopted in the last 
two years, in 2017 the EBITDA was equal to Euro 76.6 million, up by 22.6% compared to 
2016, when it was at Euro 62.4 million.  

(c) Regarding the financial structure of the KME Group, in 2017 the pool credit lines increased 
by Euro 45 million, with the addition of two new banks. 
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In January 2018, supported by significant international capital market operators, KME AG 
issued a bond restricted to qualified institutional buyers (QIBs) of Euro 300 million which 
matures in 2023 and bears a fixed interest rate of 6.75%. The resulting resources were used 
to reduce the amount of the existing pool bank loan and the corresponding interests by 
approximately Euro 197 million, repay the loans and the relative interests to Intek Group of 
over Euro 42 million and, in general, support the requirements of the KME Group. 
This refinancing made it possible to significantly diversify the K ME Group financial 
structure, concurrently extending the relative maturities; KME AG concluded amendments 
agreements and extensions of 3 years of the pool loan contract and the factoring contracts 
with the financial institutions, with the option, upon consent of the financing institutions, to 
extend for a further 2 years.  
Another significant element is the marked reduction, from Euro 475 million to Euro 100 
million, of the maximum amount of the guarantee issued in 2014 by Intek Group to the 
pool of banks in the interests of KME AG. 

Again, in January 2018, Intek Group granted KME AG a credit line of up to Euro 30 
million for working capital needs and to assist the aforementioned pool loan. 

For further details regarding the activities of KME Group, and specifically the project to expand 
in China by setting up a new production plant for rolled products for connectors, please see the 
relevant chapter covering the Sector activity. 

(ii) Listing of Culti Milano SpA  

(a) in July, the Culti Milano SpA (hereinafter “Culti”)'s shares were admitted to trading on the 
AIM market, following the placement of 865,500 newly issued ordinary shares that resulted 
from a capital increase backed by the contribution of financial resources worth Euro 4.5 
million, which made it possible to accelerate the company's commercial development 
strategy in the second half of the year. The listing price was set at Euro 5.20 per share. The 
company’s free float is equal to 27.96% of its share capital;  

(b) In 2017, the company recorded a positive performance, with a significant increase in the 
main economic indicators from the prior year and in line with the budget. Overall sales 
reached Euro 6.1 million (+ 23.55% compared to 2016), adjusted EBITDA was equal to 
Euro 1.1 million (Euro 0.4 million as at 31 December 2016), up by 168%. Net profit was 
equal to Euro 0.4 million (loss of Euro 0.2 million in 2016). 

(c) The Net financial position shows availability of Euro 3.7 million compared to the financial 
debt of Euro 1.4 million as at 31 December 2016. At the end of the year, the company had 
available cash and cash equivalents of Euro 3.9 million. 

(iii) Sale of ErgyCapital photovoltaic systems 

In December 2017, ErgyCapital sold the equity investments that held and managed photovoltaic 
installations to ContourGlobal Energetica Srl against Euro 21.2 million, thus exiting this sector 
altogether.  

The consideration was collected in full upon closing, significantly improving the net financial 
position. 

(iv) Simplification and reorganisation of the Group’s corporate structure. 

At the end of 2017, the merger by incorporation of ErgyCapital into Intek entered into effect; 
this merger had been approved by the respective extraordinary shareholders' meetings in June. 
The accounting and tax effects of the ErgyCapital merger apply retrospectively to 1 January 
2017. 

Pursuant to the merger and the previous sale of the photovoltaic sector, the remaining activities 
in the geothermal and biogas fields were taken over by Intek and actions to increase their value 
are already under way. 
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18,914,116 new ordinary Intek shares without nominal value, with dividend entitlement from 1 
January 2017 were issued to service the swap with the former ErgyCapital shareholders (except 
Intek). 

The merger is part of the reorganisation process that started in 2016 with the mergers of KME 
Partecipazioni SpA and FEB - Ernesto Breda SpA into Intek. 

Again, with the purpose of optimizing economic and cash flows, with the objective of containing 
the operating costs and simplifying the organizational structure by shortening the chain of 
investors and eliminating duplicate functions, at the end of December Rede Immobiliare Srl, 
Tecno Servizi Srl and I2 Real Estate Srl were merged by incorporation into Immobiliare Pictea; 
these were all real estate companies which were held entirely by Intek Group whether directly or 
indirectly. 

This latter merger entered into effect for statutory purposes on 28 December 2017. In this case as 
well, the accounting and tax effects began from 1 January 2017. 

(v) Activities of the I2 Capital Partners fund  

Intek Group holds 19.15% of the I2 Capital Partners fund (hereinafter also the "Fund"); the 
management thereof, which focuses on realizing the residual investments, allowed for 
reimbursements of approximately Euro 4.8 million to investors during 2017 (of these Euro 0.9 
million referred to Intek), mainly arising from Isno 4 Srl in liquidazione and Safim Leasing SpA 
in liquidazione and the divestitures of Nuovi investimenti SIM (hereinafter also “NIS”) and its 
subsidiary Alpi Fondi SGR. 

In fact, 100% of Alpi Fondi and 68% of NIS which belonged to the Fund were sold during 2017 
against an overall amount of Euro 6.2 million (of which Euro 0.8 million are blocked as a 
guarantee to the buyer until June 2019). 

In February 2018, the sale of the remaining 23% of NIS which belongs to the fund was 
completed against Euro 1.3 million and an additional Euro 1.2 million which is contractually set 
to be collected at the end of June 2018. 
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Summary of the Group's corporate structure at 31 December 2017 

 
After the sale of the ErgyCapital activities in the photovoltaic sector, Intek Group is currently 

operating in the following investment sectors: 

 the copper sector, which includes the production and marketing of copper and copper-alloy 
semi-finished products, under the German subsidiary KME AG; 

 the “financial and real estate assets” sector, which includes the private equity activity, carried 
out mainly through the Fund, and the management of receivables (tax receivables, non-
performing loans and receivables arising from insolvency proceedings) and real estate. It is 
hereby noted that the equity investment in ErgyCapital, which was incorporated into Intek 
Group in 2017, was included in the financial and real estate activities in 2016. 

As for financial and real estate operations, the Company continued with its work to sell the assets held. 
In 2017, besides the amounts paid by the Fund, the Group received the following amounts: 

 Euro 0.6 million from the former Fime and Isno 2 operations; 

 Euro 1.2 million arising from tax receivables. 

In the private equity area, we proceeded to realize the remaining investments held by Fondo I2 Capital 
Partners which, having obtained an extension of 12 months on its duration, was to definitively close its 
operations at the end of July 2018.  

In consideration of the delay in the issuing of the Genoa court of appeals ruling on the case between 
Isno 3 and Crédit Agricole and the collection of other assets, on 19 March 2018 the investors were requested 
for further extension of 12 months; the response is currently still being awaited. 
  

Listed Company  
 

Notes: 

INTEK Group  
SpA 

Culti Milano 
SpA 

72.04% 

KME A.G.  
100% 

“Copper” 
“Assets  

financial and  
Real Estate” 

Private Equity 

Real Estate 

Non-performing loans and  
tax credits 
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The Parent KME Group S.p.A.  

In the past, Intek Group has invested with a medium-term horizon, combining its entrepreneurial spirit 
with a solid financial structure. Its strategy aims at a flexible portfolio, with further reduced investment 
cycles compared to the past and faster cash generations for the Parent Company. 

The choice made by management in allocating financial resources rewards those sectors which appear 
high-performing and promising while facilitates the exit from both industrial and real estate and financial 
segments with limited potential for value creation or a long payback period. The value of the assets under 
management is optimized through the definition of the business strategies implemented by the management 
of the individual subsidiaries and constant monitoring of the activities and performance thereof. 
Additionally, Intek Group is involved in identifying possible agreements and/or partnership opportunities 
with third parties, who are interested in the subsidiaries or their individual businesses in varying capacities, 
so as to ensure optimized profitability including through the pursuit of extraordinary operations.  

Intek Group's financial highlights as at 31 December 2017, compared to 31 December 2016, can be 
summarised as follows: 

Condensed separate statement of financial position 

(in thousands of Euro) 31 Dec 2017     31 Dec 2016 

Copper 463,976  89.26%     454,616  86.99% 

Financial and real estate assets             

Private Equity 5,924        6,209    

Non-operating assets 5,728        7,176    

Real Estate/Others 31,013        25,341    

Culti/Other services 12,087        21,411    

Total financial and real estate assets 54,752  10.53%     60,137  11.51% 

Other assets/liabilities 1,070  0.21%     7,836  1.50% 

Net investments 519,798  100.00%     522,589  100.00% 

Outstanding bonds (*) (105,590)       (105,379)   

Net cash from third parties 36,935        15,981    

Net financial debt to third parties (68,655)       (89,398)   

Cash investments in KME 35,000        9,000    

Net financial debt of the holding company to third parties (33,655) 6.47%     (80,398) 15.38% 

Total equity 486,143  93.53%     442,191  84.62% 

Notes:  

  In the table, investments are expressed net of any financial receivable/payable transactions outstanding with the 
Intek Group. 

 (*) including accruing interests. 
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Investments  

The Net investments held by the Company amounted to Euro 519.8 million as at 31 December 2017 
(Euro 522.6 million at the end of 2016), of which 89% were in the “copper” sector and the remaining in 
financial and real estate assets.  

The item "Culti/Other Services" (previously named "ErgyCapital/Other Services") has been affected 
by the merger of ErgyCapital and the sale of the photovoltaic installations held by the latter. 

The net investment in Immobiliare Pictea, previously classified under “Other assets and liabilities" as 
its operations were solely instrumental, has now been added to the item "Real Estate/Others" following the 
completed merger after which it became the holding company of all of Intek's real estate assets. 

The decrease in the “Private Equity” sector is connected to the distributions received from the I2 
Capital Partners Fund, while “Non-operating assets” decreased due to the profit taking of the former FIME 
and Isno 2 positions and the collection of tax receivables. 

Equity 

The holding company's equity amounted to Euro 486.1 million, compared to Euro 442.2 million as at 
31 December 2016; the decline was attributable for Euro 36.7 million to the result for the period and for 
Euro 7.2 million to the merger by incorporation of ErgyCapital. 

At the end of September 2017, the convertible bond Intek Group 2012-2017 matured, and was 
automatically converted into new ordinary Intek Group shares. 24,710,692 new ordinary Intek Group shares 
were issued to service the convertible bond, all of which were assigned to Quattroduedue SpA, after 
cancellation of 3,474 bonds also held by the shareholder Quattroduedue. The remaining 526 bonds, all held 
by the Issuer, were cancelled.  

In accounting terms, the effects of the conversion did not modify that total shareholders' equity in any 
way, as the share capital item increased by Euro 20,844,000 concurrently cancelling out the item 
"Convertible bond" of an equal amount which was present in the 2016 balance sheet. 

It is hereby noted that 18,914,116 new ordinary Intek Group shares were issued to service the merger 
of ErgyCapital into Intek Group, effective from December 2017 with accounting effect from 1 January 2017; 
these were assigned to the ErgyCapital shareholders other than the parent company, without any share capital 
increase since these were shares without a nominal value. 

Equity per share is Euro 1.12 compared to 1.13 at the end of December 2016. 

The Share Capital as at 31 December 2017 was Euro 335,069,009.80 compared to Euro 
314,225,009.80 as at 31 December 2016, divided into 389,131,478 ordinary shares and 50,109,818 savings 
shares. None of the shares have a nominal value. The changes in the amount of Euro 20,844,000 results from 
the above-mentioned issue of new ordinary shares servicing the Intek Group 2012 -2017 convertible bond. 

As at 31 December 2017, Intek held 5,713,572 ordinary treasury shares (1.47% of the share type 
capital) and 11,801 own savings shares (0.024% of the share type capital), unchanged compared to 31 
December 2016. 

Financial management 

Net financial debt of the holding company to third parties (excluding intra-group loans) totalled Euro 
33.7 million as at 31 December 2017. The balance as at 31 December 2016 was Euro 80.4 million.  

At the end of December 2017, Intek Group had cash and cash equivalents of Euro 28.1 million, of 
which Euro 18.5 million were the cash and cash equivalents of the incorporated entity ErgyCapital at the 
time of the incorporation. In February 2018, the company's liquidity further increased due to the repayment 
of the Euro 35 million loan by KME AG. 

In addition to the bonds issued in 2015 which mature in February 2020 of Euro 105.6 million, there 
are no other financial debts to third parties except for a loan totalling Euro 1.2 million relative to ErgyCapital 
which is due at the end of 2019. 
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Intek Groups’s reclassified net financial position as at 31 December 2017, compared to 31 December 
2016, can be broken down as follows: 

Reclassified net financial position 

(in thousands of Euro)   31 Dec 2017   31 Dec 2016 

Cash and cash equivalents   (28,066)   (9,216) 

Other financial assets   (150)   (6,775) 

Current financial receivables from subsidiaries   (42,018)   (23,966) 

(A) Net financial assets (A) (70,234)   (39,957) 

Short-term financial payables   5,181    4,395  

Financial payables to subsidiaries\   5,721    11,812  

(B) Short-term financial payables (B) 10,902    16,207  
          
(C) Short-term net financial position (A) - (B) (59,332)   (23,750) 

Long-term financial payables   476    4  

Intek Group Bonds 2015 - 2020   101,215    100,990  

(D) Medium to long-term financial payables   101,691    100,994  
          
(E) Net financial position  (C) - (D) 42,359    77,244  
          
Non-current financial receivables from subsidiaries   (931)   (35,722) 

Non-current financial receivables from third parties   (10,000)    -  

(F) Non-current financial receivables   (10,931)   (35,722) 
          
(G) Reclassified net financial position (E) + (F) 31,428    41,522  

Notes:  
 (E) Defined as per CONSOB communication DEM/6064293 of 28 July 2006 enforcing the CESR recommendations of 

10 February 2005. 
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Reclassified income statement 
(in thousands of Euro) 2017   2016 

Fair value changes and other gains/losses from investment management 44,707    (115) 
Investment management costs (543)   (281) 
Gross profit/(loss) from investments 44,164    (396) 
Commission income on guarantees given (a) 3,932    4,005  
Net operating costs (b) (4,602)   (4,161) 
Overheads (a) - (b) (670)   (156) 
Operating profit/(loss) 43,494    (552) 
Net finance expense  (3,817)   (3,612) 
Profit/(loss) before taxes and non-recurring items 39,677    (4,164) 
Non-recurring income/(expenses) (2,938)   (1,054) 
Profit/(loss) before taxes 36,739    (5,218) 
Taxes for the year 8    777  
Net profit (loss) for the period 36,747    (4,441) 

The results for the year has benefited from the effects of the fair value measurement of the equity 
investment in KME AG of Euro 44.8 million. Due to the retroactive accounting, the economic components 
of the year include those that refer to the incorporated entity ErgyCapital. 

Cash flows for the years 2016 and 2017 can be summarised as follows: 

Statement of cash flows – indirect method 
(in thousands of Euro)   2017   2016 

(A) Cash and cash equivalents at the beginning of the year   9,216    7,785  
Profit/(loss) before taxes   36,739    (5,218) 
Amortisation and depreciation   66    63  
Impairment of non-current non-financial assets    -     798  
Impairment/(reversal of impairment) of current and non-current financial 
assets (44,727)   (388) 

Changes in pension funds, post-employment benefits and stock 
options   (156)   (1) 

Changes in provisions for risks and charges   (641)   (460) 
(Increase)/decrease in equity investments    -     (1,354) 
(Increase)/decrease in other financial investments   10,451    22,245  
Increase/(decrease) in financial payables to related companies   (6,091)   (387) 
(Increase)/decrease in financial receivables from related 
companies   26,032    (15,227) 

Dividends received   129      -  
(Increase)/decrease in current receivables   8,343    (1,749) 
Increase/(decrease) in current payables   (2,183)   (27) 
(B) Total cash flows from/(used in) operating activities   27,962    (1,705) 
(Increase) in non-current intangible assets and property, plant 
and equipment   (38)   (44) 

Decrease in non-current intangible assets and property, plant 
and equipment   9    75  

Increase/decrease in other non-current assets/liabilities   (779)   (93) 
(C) Cash flows from/(used in) investing activities   (808)   (62) 
Payment of interests on bonds   (5,085)   (5,085) 
Increase/(decrease) in current and non-current financial payables 4,918    5,294  
(Increase)/decrease in current and non-current financial receivables (8,150)   671  
(D) Cash flows from/(used in) financing activities   (8,317)   880  
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(E) Change in cash and cash equivalents (B) + (C)   
  

18,837    (887) 
       
(F) Cash contributed by merged companies   13    2,318  
     (G) Cash and cash equivalents at the end of the period (E) + (F)  28,066    9,216  

* * * 

Regarding the business outlook, this year as well the fees for commissions on financial guarantees 
granted to subsidiaries will accrue albeit for amounts that are lower in relation to the considerable reduction 
in the guarantees issued on behalf of KME AG and it is considered that disinvestments of former Intek 
operations would take place. As regards performance of the individual equity investments of the Group, 
please refer to the provisions of the following sections on performance in the sectors that the Group is 
involved in.  
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Performance in the various investment sectors 
Below is the performance of Intek's main investments existing as at 31 December 2017, which consist 

of the equity investments in: KME AG and Culti Milano, and the direct investment by Intek Group in the I2 
Capital Partners fund (19.15%).  

It is hereby noted that in 2016 the equity investment in ErgyCapital, incorporated by Intek Group at 
the end of 2017, with accounting and tax effects dating back to 1 January 2017 was included among the 
investments. 

It is hereby reiterated that the equity investments held for investment purposes are measured at fair 
value through profit or loss. 

The other equity investments, on the other hand, have been considered to be instrumental to the 
Company's operations and include: I2 Capital Partners SGR S.p.A. and Immobiliare Pictea Srl. In 2016, I2 
Real Estate Srl, incorporated into Immobiliare Pictea in December 2017 was also included among the 
investments. 

Pursuant to the application of the accounting standard on Investment Entities, these are the only 
companies included in the scope of consolidation together with the parent company Intek Group. With 
regard to the above, following the comment on the investments, we provide a brief summary of the equity, 
income and cash flow performance for the year 2017. 

* * * 

Copper sector 

The Copper sector's investment includes the production and marketing of copper and copper-alloy 
semi-finished products by the German subsidiary KME AG, and, as indicated above, continues to be the 
Intek Group’s core business.  

(in thousands of Euro) 31 Dec 2017   31 Dec 2016 

KME AG investment 456,368    411,546  
KME Beteiligungsgesellsch.mbH investment 1,143    1,300  
Financial receivables from KME AG   -    35,000  
Other 6,465    6,770  
Total “copper” 463,976    454,616  

The fair value as at 31 December 2017 was estimated at Euro 456.4 million, against Euro 411.5 
million as at 31 December 2016, with a 10.9% increase. 

The Group which KME AG belongs to is one of the main global operators in the transformation and 
marketing of copper and it is characterized by a vast range of products and a particularly articulated and 
complex production and organizational structure.  

The various types of products can be grouped into four independent business units (special products, 
laminates, tubes and rods) all with very different characteristics and reference markets. As a consequence, 
the company has developed an approach to the enhancement of its own investments that reflects of the 
peculiarity of each section, which specific strategic options for each business area. This approach is also 
reflected in the methods adopted to ensure profitability, which includes the pursuit of opportunities 
connected to the individual businesses, in addition to solutions for the entire equity investment in KME AG. 

These policies are therefore periodically assessed and, if appropriate, updated in relation to changes in 
the macroeconomic scenarios and/or the evolution of the individual reference markets.  

Very briefly, the divestment strategy is structured mainly along two types of interventions:  
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1) Initiatives which aim to contain and/or eliminate non-performing areas of operation (or which are 
undergoing significant operating losses), whether through the reduction of the operations of the 
production sites or the sale thereof to third parties1; 

2) Initiatives aimed at reinforcing the Group’s performing areas of operation (or which are reasonably 
assessed to have the potential as such). The following initiatives are undertaken for reinforcement of:  

a) the industrial, economic or asset structure of the KME Group, through actions aimed at ensuring 
increasing operating efficiency, organizational simplification and a focus on the business resources 
with the most added value and in the geographic areas that are the most dynamic and guarantee 
development and stable earnings in the long term2; and 

b) the financial structure of the KME Group3.  

Regarding the initiatives involving the divestment of KME Group assets, we note that during the last 3 
years, a series of negotiations have been initiated with both financial and industrial operators, focused on the 
individual businesses. We reiterate finally that the possible listing of the KME Group on the regulated 
German market was explored, beginning from 2016. Though this process was slowed down compared to the 
initial expectations, in consideration of certain difficulties in its realization, it is an option that is still viable.  

Regarding the operating performance of the KME Group, the recovery of the worldwide economy 
continued to strengthen from the end of 2016 and thereafter transformed into solid recovery for global 
commerce. Implementation of a fiscal expansion policy by the new United States government could support 
economic activity, though the characteristics of this administration still remain uncertain. Moreover, the risk 
has arisen that global recovery may be stopped by protectionist measures and turbulences in emerging 
economies and in the political battle fields of the key regions.  

In the Euro area, where the KME Group is mostly present, growth proceeds at a moderate but 
progressively increasing rate, thanks to the push of internal demand. Uncertainty regarding the performance 
of the global economy, which is partially affected by geopolitical tensions, is the greatest risk factor insofar 
as economic activity is concerned. 

The difficult macroeconomic scenario of the last years has led the units operating in the “copper” 
sector to reinforce their operational efficiency and organisational flexibility and to rationalise the business 
portfolio, in order to concentrate resources on a series of high added value markets and companies with a 
greater growth potential. This led to a clear strategic focus and the launch of a package of investments for the 
expansion of the alloy strip products in Germany which have a higher added value for applications involving 
electric mobility and digitalization with a strong demand for conductor elements. 

Regarding operational efficiency, restructuring projects were completed in many production plants, 
aiming to reduce excess production capacity, rationalise the structure and optimise operating costs, with a 
significant impact on operations in terms of efficiency and profitability recovery. 

In the first half of 2017, an agreement was reached for partial restructuring of the “maritime 
applications” business unit, which led to 67 jobs being reduced at the end of August 2017. 

In Italy, the production using the Loma furnace began according to plan. Moreover, the Italian 
laminates organisation benefited from the consolidation of capacity achieved following the closure of an 
establishment by an Italian competitor and was able to conquer market shares in the brass laminates sector. 

As for the strategy that focuses on markets with the greatest growth potential, the KMD joint venture’s 
project for the construction of a new plant for rolled products for connectors in China is now at an advanced 

                                                 
1Restructuring in Germany through concentration of the German production of tubes within the Menden plant, with closure of the 
same production operations previously carried out in the Osnabruck plant (with the departure of a total of 350 employees); agreement 
with the Cupori Group, a Finnish operator in the copper sector, for the sale of the controlling interest in i KME France S.a.s. 
2 These initiatives are realized, among other things, through separation of the management of the special products, brass rods and the 
German standard products business from the standard products business in Italy, France and Spain; JV in China in the connectors 
sectors; reduction of personnel and trade union agreements for flexible application of redundancy arrangements. 
3 In this context we note: the renewal of the loan contracts with the pool of banks led by Deutsche bank and the factoring contracts 
with Mediocredito Italiano SpA and Factofrance (formerly GE Factofrance), carrying an important confirmation of the support of the 
banks to the Group; assessments regarding the possible issuing of a bond by KME that would improve the financial structure of the 
Group especially with regard to extending the debt maturities. 
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stage. The cold lamination line and the annealing line were completed in autumn 2017, while the foundry 
and the hot lamination line are expected to be completed in the first half of 2018. Meanwhile, Chinese 
customers were able to sample and approve the quality of the first finished products to be distributed in 
China, obtained starting from semi-finished products from the German production plant of Stolberg or other 
KME Group units. The Henan structure operated according to the growth plan throughout 2017. 

With reference to market performance, the demand for copper and copper-alloy semi-finished 
products for the building sector continues to be characterised by underlying weakness and volatility, which 
thwarts the positive effect of the increase in added value obtained through a high quality policy, a broad 
range of products, continuous customer support, and the development of design ideas promoting innovative 
solutions for residential architecture, interior design, and large public spaces in general. 

The sales volumes and prices of plumbing tubes for the building sector, instead, were slightly lower in 
2017 compared to 2016. Market demand for industrial tubing increased by 2% in Europe in 2017. 

The evolution of the demand for copper and copper-alloy semi-finished products for the industrial 
sector, which KME Group intends to support as a significant partner by providing its metallurgical know-
how, is confirming signs of stability, although not uniform, through the various segments. The trend is 
positive in all the electronic and automotive-related applications, while traditional sectors remained more or 
less stable; there are interesting growth prospects also in the e-mobility sector. 

In the second quarter of 2017, the special products division was very strongly affected by two not 
operating events. The first was a fire in April that took place in the electroplating department for engineered 
products at Osnabrueck, which led to production stopping and required reconstruction. The second was the 
implementation of restructuring that resulted in personnel cuts, mainly in the "maritime applications" unit, 
but which also involved other areas of the special products division. Despite the fire in the electroplating 
division, the products division was able to recover most of its lost production volumes beginning from 
August 2017. 

Maritime products and tube bundles 

The market conditions have not changed significantly insofar as difficulties reported in 2016. The 
business unit's sales are considerably below the expected objectives, which is connected to the already 
mentioned restructuring measures. In September 2017, the integration of the production assets acquired in 
Jacksonville USA began to support the increasing focus on the naval defence market. 

Engineered products 

The revenues and the performance fell behind the objectives, as they were negatively influenced by 
the interruption in the electroplating department which had a direct impact on the production capacity, 
consequently affecting sales. The incoming orders were slightly above the target. In the second half of 2017, 
the "engineered" products gradually recovered the performance lost in the second quarter of 2017. 

Extruded and drawn products 

The sales and the orders were in line with 2017 targets. The estimates are essentially positive. In 
Europe, the German market remains stable while demand in Spain, Italy and France is in line with the 
previous year. 

Brass division 

In terms of volumes, as compared to the weaker situation in the second half of 2016 in the beginning 
of this year, the division recovered the production volumes, which however were not accompanied by a 
recovery in prices. 

Strong pressure on prices, especially on the Italian market, has had a negative influence on the 
division’s performance despite the streamlining programme and the measures undertaken to cut costs in the 
Group’s facilities. 

The results improved significantly by 159% at the EBITDA level, but fell short of the target. 

* * * 
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The main results of the copper sector for 2017, compared to the previous year, can be summarized as 
follows: 

Key results of the copper sector 
(in millions of Euro) 2017   2016 

Revenue  1,876.1    1,703.0  
Revenue (net of raw materials)  502.7    516.8  
EBITDA 76.6    62.4  
EBIT 45.9    29.9  
Profit/(loss) before non-recurring items  16.1    3.5  
Non-recurring income/(expenses) (16.7)   (12.8) 
Effect of IFRS measurement of inventories 11.6    (28.3) 
Share of profit/(loss) of equity-accounted investees (5.7)   (7.3) 
Consolidated net profit/(loss) 0.4    (39.7) 
Net debt 254.4    270.6  
Equity attributable to owners of the Parent  198.9    198.2  

The 2016 data was consolidated with the results from the French joint venture using the equity method from 1 April. 

In the comment, the reference to the like-for-like basis refers to the total exclusion from the 2016 data of the figures relating 
to assets which in March 2016 were transferred to the French joint venture. 

The Consolidated Revenue in 2017 amounted to Euro 1,876.1 million, up 10.2% from Euro 1,703.0 
million in 2016. Revenue, net of the value of raw materials, declined from Euro 516.8 million to Euro 502.7 
million, down 2.7% (+0.5% on a like-for-like basis). 

Gross operating profit (EBITDA) in 2017 was Euro 76.6 million; 22.6% higher than 2016 when it was 
Euro 62.4 million (+ 21.2% on a like for like basis), confirming the positive impact of the measures adopted 
by the Group to increase efficiency and flexibility, and the focus on products with a higher margin. EBITDA 
increased from 12.1% to 15.2% (in 2016 it was 12.6% on a like for like basis). 

EBIT stood at Euro 45.9 million (Euro 29.9 million in 2016). 

Profit before non-recurring items was Euro 16.1 million (Euro 3.5 million in 2016). 

Result net of taxes before measurement of inventories as required by IFRS was Euro 4.5 million 
(a loss of around Euro 10 million in 2016).  

At the end of December 2017, the Consolidated net profit/(loss) of the copper sector showed an 
overall profit of Euro 0.4 million (compared to negative Euro 40 million in 2016).  

The result for 2017 is adversely affected by Non-recurring expenses of Euro 16.7 million, which are 
mostly due to the costs incurred as part of the restructuring interventions. 

The Net Financial Position as at 31 December 2017 was negative to the tune of Euro 254.4 million, 
compared to Euro 270,6 million at the end of December 2016. The Group continues to adopt measures to 
optimize its working capital requirements.  

On 27 June 2016 KME Group concluded an agreement with a pool of banks led by Deutsche bank to 
extend to 31 July 2018 (with an option for a further one-year extension with the agreement of all the funding 
institutions) of the credit lines totalling Euro 505 million.  

In March 2017 Raiffeisen Bank International AG joined the banking agreement as the Lead Arranger 
and consequently the amount of the credit lines, net of the mandatory repayments, increased to Euro 530 
million. Moreover, in December 2017, AKA Ausfuhrkredit-Gesellschaft mbH joined as the Re-Arranger 
bringing the total amount of the credit lines to Euro 545 million. 

On 9 February 2018, KME AG successfully issued a high yield five-year bond of Euro 300 million. 
The bond was rated, is listed, and is dedicated to institutional buyers and guaranteed by a pledge, with 
reservation of the voting right, consisting of the shares of KME Germany GmbH & Co. KG, and a first-
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degree mortgage on the industrial buildings and installations of the Osnabrück plant (owned by KME 
Germany GmbH & Co. KG.). Two thirds of the revenue from the bond were used to reimburse a part of the 
loan granted by the banking pool which, on that same date, was extended to February 2021, with an option to 
extend for further two years upon the agreement of the lending institutions, bringing the total amount to Euro 
350 million. 

On that same date, the factoring contracts concluded in 2016 with Mediocredito Italiano SpA and 
Factofrance (formerly GE Factofrance SAS) were extended to February 2021. 

All the loans mentioned above contain financial covenants which are similar and subject to quarterly 
verification, except for the bond, which is subject to an "at incurrence covenant test" according to the 
standards set for high yield funds. As at 31 December 2017, KME AG had complied fully with all the 
covenants. 

Shareholders' equity at the end of 2017 was equal to Euro 198.9 million, with total investments at Euro 
18.7 million (Euro 14.7 million throughout 2016). 

The number of Employees at 31 December 2017 was 3,814 (substantially in line with the previous 
year).  

As for the Outlook, the ongoing restructuring and streamlining of manufacturing operations, launched 
in recent months, will generate additional benefits by reducing operating costs. The collective agreement 
reached in Germany for the 4.3% salary increases in the German plants aimed to partially offset the 
improvement and streamlining processes underway in the German production units. As the recovery in 
Europe continues consolidating, the KME Group will be able to make the most of its efforts to boost 
competitiveness in order to further improve its performance through actions on prices and focusing on higher 
margin products, thereby implementing a growth strategy in the industrial sector. 

The price of copper increased by 26.8% in US$ in 2017 compared to the previous year (from US$ 
4,863/tonne to US$ 6,167/tonne) and by 24.0% in Euro (from Euro 4,400/tonne to Euro 5,454/tonne). In 
terms of trend, in the fourth quarter of 2017 average copper prices increased by 16.8% in US$ compared to 
the first quarter of 2017 (from US$ 5,832/tonne to US$ 6,809/tonne), and by 5.6% in Euro (from Euro 
5,476/tonne to Euro 5,784/tonne). 

In the first quarter of 2017, average copper prices continued to increase, coming in at US$ 
5,832/tonne, i.e. Euro 5,476/tonne. 
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Private Equity 

The investment in the private equity area is represented by the Company's equity investment in I2 
Capital Partners SGR S.p.A., the relations involving payables to and receivables from said company, and the 
share of the I2 Capital Partners fund held directly by Intek Group. 

(in thousands of Euro) 31 Dec 2017   31 Dec 2016 
I2 Capital Partners fund 5,055    4,993  
I2 Capital Partners SGR investment 2,177    2,501  
Financial payables to I2 Capital Partners SGR (1,312)   (1,301) 
Other 4    16  
Total Private Equity 5,924    6,209  

For comments on the equity investment in I2 Capital Partners SGR, reference should be made to the 
section “Main subsidiaries which provide services related to the Intek Group's investment activity”. 

I2 Capital Partners fund 

Intek Group owns 19.15% of the closed-end mutual investment fund I2 Capital Partners (hereinafter 
referred to as the “Fund”), which began operating in 2007, collecting subscriptions for Euro 200 million 
from qualified investors, the maximum amount allowed by the Regulation. 

In July 2012, the Fund completed its investment period. Since then, the Fund has been focusing on 
creating value from the equity investments and assets in its portfolio. 

As July 2017 approaches, this being the closing date for the Fund as set forth in the Regulation, in the 
first few months of the last year, management has been discussing with investors about the possibility of 
extending the life of the Fund in order to improve its performance. On 31 March 2017, the Fund's Advisory 
Committee and the board of I2 Capital Partners SGR decided to extend the duration for one year, to 31 July 
2018. In consideration of the delay in the issuing of the Genoa court of appeals ruling on the case between 
Isno 3 and Crédit Agricole and the collection of other assets, on 19 March 2018 the investors were requested 
for further extension of 12 months which is currently still being awaited. 

During 2017, two requests were made for an overall payment of Euro 1.1 million, to be applied only to 
covering the Fund’s overhead expenses. As at 31 December 2017, the total amount called upon the launching 
of the Fund’s operations was Euro 125.7 million, while following the amendment to the fund regulation 
which took place on 6 December 2012, the callable residual contributions totalled little less than Euro 9 
million. 

During 2017, pursuant to article 9 of the Regulation, there were partial redemptions with distribution 
of Euro 4.8 million, resulting from the following operations: 

 sale of 100% of Alpi Fondi and 68% of the capital in the equity investment Nuovi Investimenti SIM 
S.p.A. for a total of Euro 6.2 million. 

 partial allocation of a portion of Isno 4 srl in liquidazione of Euro 1.5 million; 

 collection of a receivable of Euro 0.4 million due to Isno 3 Srl; 

 partial allocation of a portion of Safim Leasing SpA in liquidazione of Euro 0.8 million; 

It is hereby noted that the collection received from the disposal of the equity investment in Nuovi 
Investimenti SIM was only partially distributed due to certain guarantees issued by the fund to buyers that 
will render the collected funds available only in the first half of 2018. 

As at 31 December 2017, the existing investments, amounted to Euro 4.2 million, and referred to 
equity investments in unlisted financial instruments. 

The result for 2017 is a profit of Euro 3.1 million mainly attributable to the combined effect of the 
following events: 

 the sale of the equity investment in Nuovi Investimenti SIM SpA, which generated a capital gain of 
Euro 2.8 million; 
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 the closing of Safim Leasing SpA which resulted in an additional Euro 1.5 million over the cost of 
the equity investment; 

 partial allocation of a portion of Isno 4 srl in liquidazione which generated earnings of Euro 1.5 
million; 

 the sale of the equity investment in Alpi fondi SGR SpA, which generated a temporary loss of Euro 
1.5 million; It is hereby reiterated that the capital loss recognized may be reduced when the portion 
of the price which is currently deposited in an escrow account (Euro 750 thousand) is released based 
on the earn out calculated on the future value of the company's assets under management; 

 revaluation to the disposal value of the equity investment in Nuovi Investimenti SIM, which took 
place in February 2018 of Euro 0.4 million; 

 changes in the value of the equity investments in Isno 3 Srl (negative by Euro 0.4 million), 
following the alignment of this value to the shareholders' equity of the company pursuant to the 
draft financial statements as at 31 December 2017 and Nuova GS SpA to reflect the payment to its 
future capital increases of Euro 30 thousand; 

 Fund operating expenses of Euro 1 million, of which Euro 0.8 million are relative to management 
fees paid to the fund management company while the other expenses, of Euro 0.2 million 
approximately, include the ordinary operating expenses of the Fund, defined on the basis of article 
10.3 (b) of the Regulation.  

In 2017 the Fund did not distribute income and did not conclude any derivative financial instrument 
transactions. 

The available liquidity is deposited at the depositary bank which is Banca Popolare di Sondrio.  

The fair value at 31 December 2017 was Euro 26.4 million, of which Euro 5.1 million referred to Intek 
Group (respectively Euro 26.1 million and Euro 5.0 million as at 31 December 2016). 

The table below shows the fair value of the main investments existing at 31 December 2017, in respect 
of the stake owned by the Intek Group, compared to 31 December 2016.  

 

(in thousands of Euro) 31 Dec 2017   31 Dec 2016 

ISNO 3 Srl - official assignee of Festival Crociere SpA’s composition 1,915    1,781  
ISNO 4 Srl - official assignee of OP Computers S.p.A.’s composition 349    575  
Nuovi Investimenti SIM SpA 627    1,915  
Benten Srl - (official assignee of Mediafiction SpA’s composition) 405    197  
Safim Leasing SpA in liquidazione 86    5  
Editoriale Vita   -      -  
Alitalia – Compagnia Aerea Italiana SpA   -      -  
Nuova GS S.r.l / Selecta SpA 287      -  
Total investments 3,669    4,473  
        
Other assets/liabilities 1,386    519  
        
Total investments 5,055    4,992  

Following is a brief description of the main investments existing at 31 December 2017. 

Isno 3 Srl/Festival Crociere Procedure 

In 2008, the Fund became the assignee of the Festival Crociere S.p.A bankruptcy procedure, through 
the newly established vehicle Isno 3 Srl with a commitment equal to Euro 12 million.  
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The financial statements of Isno 3 as at 31 December 2017 had assets consisting mainly of cash and 
cash equivalents and receivables of approximately Euro 2.8 million. Shareholders’ equity was approximately 
Euro 1.9 million. 

There is still a dispute ongoing involving a significant amount against Crédit Agricole and other 
parties. In December 2012, the Court of Genoa issued a first instance ruling which rejected the main claims 
made by Isno 3 Srl, sentencing GIE Vision Bail SA, wholly owned by Crédit Agricole, to pay only Euro 6.8 
million, plus interests as a bankruptcy rescindment. We are awaiting the outcome of the appeal made by the 
complainant as well as the defendants, which is expected in the short term.  

In addition, a litigation with the Tax Authorities is still under way regarding the tax on the 2008 
agreement with creditors initiated by Isno 3, which was paid at a fixed rate of Euro 168. The counterparty 
claims however that the tax should have been calculated proportionally (3%) to the value of the agreement 
and has requested the company to pay the difference of approximately Euro 900 thousand. The Provincial 
Tax Commission, which ISNO 3 had appealed to, had annulled the Revenue Agency's ruling; the latter had 
appealed to the regional tax commission of Liguria. In February 2017, the regional tax commission 
confirmed the first Decree ruling, thereby rejecting the Agency's appeal. 

Isno 4 Srl/OP Computers SpA 

As at 31 December 2017, the assets of Isno 4 consisted of cash and cash equivalents of approximately 
Euro 0.2 million and tax credits, claimed as a refund, of approximately Euro 1.7 million, whose collection is 
expected in the short-term. 

Nuovi Investimenti SIM SpA 

At the end of 2010, the Fund had recovered the company Nuovi Investimenti SIM S.p.A. (hereinafter 
"NIS") from the bankruptcy of Alpi Biellesi. This company is active in trading on own account and in asset 
management. This latter activity is carried out through the subsidiary Alpi Fondi SGR S.p.A. (hereinafter 
"Alpi Fondi”) and the investment funds managed by it.  

With an overall original investment of Euro 7.7 million, as at 31 December 2017 the Fund held a 23% 
residual share of SIM, for a counter value of Euro 1.3 million, as the following sales took place: 9% in 
October 2016 and 67% in August 2017. 

Indeed, through two different transactions which were particularly complex and connected between 
them, in June and August 2017 100% of Alpi Fondi and 68% of NIS were sold to two different groups of 
buyers.  

On 23 June 2017, pursuant to the agreements concluded in December 2016 by means of at structured 
transaction, the equity investment in Alpi Fondi was sold to the Fiduciaria Orefici SIM Spa group (“GFO”) 
at the price of Euro 2 million plus an earn out based on the future value of the company's AUM.  

On 8 August 2017, the equity interest in NIS was sold to some financial consultants and Banca Finint 
against a price of approximately Euro 8.6 million for 100% of the share capital, without calculating prior NIS 
losses, to be defined in the future. 

With the sale of the equity interest in Alpi Fondi and Nuovi Investimenti, including the 9% stake of 
the latter sold in October 2016, the Fund has collected approximately Euro 7.3 million until now, of which 
Euro 750 thousand deposited in an escrow account for guarantees issued to GFO, in addition to real estate 
valued at approximately Euro 350 thousand. In February 2018, the sale of the remaining 23% of NIS was 
concluded against consideration of Euro 1.3 million. Finally, in the first half of 2018, the fund is expected to 
collect the last portion of the consideration agreed which is equal to Euro 1.2 million. 

Upon completion of the transactions, excluding uncertain components related to the assets managed 
for Alpi Fondi and the revaluation of past losses for NIS, the Fund expects to receive a total of 
approximately Euro 10 million from the two divestments, net of costs totalling approximately Euro 300 
thousand.  

Benten Srl 

In November 2011, the Fund became a 30% shareholder of Benten Srl, which was established in order 
to reach compositions with creditors within the bankruptcy procedures of the Cecchi Gori Group.  



24 
 

The litigation pursued by the company and certain tax receivables as well as receivables from other 
companies belonging to the Cecchi Gori, allowed Benten to achieve positive results totalling Euro 15 
million. Between 2013 and 2017 the investment in Benten generated inflows of approximately Euro 5.8 
million. 

To date, the residual assets to be carried out refer to the collection of a significant tax receivable, for 
which a litigation with the Italian Revenue Agency is under way. 

Safim Leasing SpA in liquidazione 

In March 2013, in view of the forthcoming conclusion of a composition with creditors, 92.96% of 
Safim Leasing under compulsory administrative liquidation was acquired against Euro 25 thousand. In 
September, the remaining 7.04% was acquired against Euro 50 thousand. At the end of October, the 
company was liquidated and the surplus which consisted of the cash on hand of Euro 0.8 million, blocked 
deposits and amounts related to certain unpaid debts by the liquidator of Euro 85 thousand and tax credits 
consisting of applications for reimbursement of Euro 0.8 million were assigned to the Fund, which was the 
sole shareholder. 

Alitalia – Compagnia Aerea Italiana 

In 2008, the Fund had purchased a minority interest in Alitalia (formerly CAI Compagnia Aerea 
Italiana S.p.A) through its subsidiary (I2 Capital Portfolio) the purpose of which is to invest in minority 
interests in listed companies and securities, against a total amount of Euro 10 million (corresponding to 
approximately 0.9% of the company share capital). 

During 2013, the investment in Alitalia was increased through subscription of a convertible bond loan 
(of Euro 1.3 million) and the subsequent increase in the share capital of an additional Euro 2.3 million. 

In August 2014, the negotiations with Etihad Airways were concluded. The latter was the only 
business partner that continued negotiations to merge with Alitalia, which led to the addition of the latter into 
the capital of the new Alitalia (SAI -Società Aerea Italiana) through a complex transaction which included a 
share capital increase of Euro 250 million. The Fund did not subscribe to its own share capital increase and 
therefore the equity investment held decreased considerably, also due to the conversion into preferred shares 
of various categories of a large part of the receivables due to the company's lending banks. 

Despite the Etihad intervention, Alitalia's operating and financial difficulties continued in 2016 
surpassing the expectations. The Fund had zeroed the valorisation of this investment already in 2016. 

As the company was put into administration in 2017, no forecasts can currently be made regarding the 
outcome of the situation and future business developments. 

Nuova GS SpA/Gruppo Selecta Srl – Investment in the Venturini Group 

The Fund holds 100% of Nuova GS which, upon completion of the agreement for the restructuring of 
the debt of Selecta S.p.A. to Poste Italiane and the Gruppo Selecta Srl with the banks that had funded the 
acquisition, holds 85% of Selecta S.p.A. which in 2012 incorporated the Gruppo Selecta Srl. 

Following the restructuring agreement, Nuova GS took over the Euro 12 million debt for the pool loan 
granted in 2008 by Intesa Sanpaolo and Banco Popolare to the Gruppo Selecta Srl. To guarantee this debt, 
the Fund had established at Intesa Sanpaolo a pledged deposit of Euro 2 million, which was called in May 
2016 following the failure to pay instalments of the guaranteed loan. 

The economic/financial performance for the year ended 31 December 2017 was positive and in line 
with the forecasts of the new business plan prepared by management for the period 2015-2027, on which the 
update of the 2011 Agreement with Poste Italiane S.p.A. was based. 

The pre-closure consolidated data for 2017 show (i) turnover equal to Euro 33.5 million (Euro 38 
million as at 31 December 2016) and EBITDA that is positive by Euro 5.8 million (17.3% of period sales), 
against EBITDA of Euro 5.5 million recognised in the previous year. This performance places Selecta in the 
first places in its reference segment, in terms of operating efficiency. 

Despite this fact, the overall status of the company is precarious. Its reference market, i.e. that of 
printing and putting into envelopes mandatory communications, remains difficult. The progressive 



25 
 

dematerialisation of communications (due to a general and increasing preference for sending 
communications in digital format) places strong pressure on volumes and margins, and the company has to 
face significant competition from operators that offer the same service, in bundled form with forwarding, at 
more and more competitive prices. 

The most critical element was however the consolidated indebtedness which as at 31 December 2017 
was equal to Euro 25.7 million including, in this amount, the entire difference between the debits and the 
credits for Poste Italiane postage, which had previously been accounted for only partially among financial 
payables. As already mentioned, in December 2015 an agreement was signed pursuant to article 67, 
paragraph 3, letter D of the Italian Bankruptcy Law, after the agreement of October 2011, which led to the 
approval of a new plan sworn pursuant to article 67 of the Italian Bankruptcy Law, with Poste Italiane, which 
is also a competitor (through its subsidiary Postel) and a provider of forwarding services. 

As at 31 December 2017, the Nuova GS group’s debt totalled Euro 38.2 million, adding to the 
operating company’s debt Euro 12.5 million owed to two banks which funded the acquisition. 

In the last few years, Selecta initiated actions aimed at diversifying its operations, in closely related 
fields and areas in synergy with the company's traditional areas of operation, in particular digital customer 
interaction services through the subsidiary Selecta Digital Services S.p.A. and the contact centre activities 
through the subsidiary Selecta Customer Services S.r.l., It is hereby noted that this latter company is not 
consolidated since the minority shareholders of Selecta Customer Services are entitled to purchase 60% of 
Selecta Customer Services in 2018, pursuant to agreements made when the shareholders themselves were 
hired as managers of the company. 

* * * 

Culti/Other services 

The former item “ErgyCapital/Other services” can be summarised as follows:  

(in thousands of Euro) 31 Dec 2017   31 Dec 2016 
ErgyCapital investment   -    4,718  
Culti Milano and Progetto Ryan 3 (formerly Culti Srl) investment 11,735    10,330  
Il Post investment 20    545  
Payables to Progetto Ryan 3 for investment acquisition (848)     -  
Financial receivables from former ErgyCapital investees 1,010      -  
Financial receivables from ErgyCapital   -    4,731  
Financial receivables from Progetto Ryan 3 (formerly Culti Srl)   -    547  
Financial receivables from Culti Milano 60   -    60  
Other 170    480  
Total ErgyCapital/Other services 12,087    21,411  

Culti Milano 

The company, 72% owned by Intek, operates in the luxury market, producing and selling high-end 
room fragrances. 

The financial year ended 31 December 2017 is the first after the listing of the company on the AIM 
market which is managed by Borsa Italiana, on 17 July 2017.  

Following the listing, the company collected Euro 4.5 million which allowed it to implement its own 
commercial development strategy early in the second part of the year.  

Moreover, again in the second part of the year, the business performed well as the intense work 
conducted in the previous years began to their fruits, resulting in very positive economic results as compared 
to the unsatisfying results of the past. 

The main indicators can be summarized as follows: 

• total sales: Euro 6.1 million (Euro 4.9 million at the end of 2016, + 23.55%); 

• EBITDA adjusted: Euro 1.1 million (Euro 0.4 million as at 31 December 2016), a 168% increase; 
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• EBIT Euro 0.8 million, up by 182% compared to Euro 0.3 million in 2016;  

• Profit/(loss) before taxes (EBT): Euro 0.6 million (negative by Euro 0.2 million as at 31 December 
2016); 

• The Net financial position as at 31 December 2017 was positive by Euro 3.7 million compared to the 
financial debt of Euro 1.4 million on 31 December 2016. At the end of the year, the company had 
available financial resources of Euro 3.9 million. 

Main events of the year 

As already indicated, in July the company was admitted to trading on the AIM (Alternative Investment 
Market). The operation was concluded through a share capital increase with a share-premium totalling Euro 
4.5 million. Qualified investors, family offices and private investors participated in the capital increase. Prior 
to the listing, Intek Group had recognised the percentage of Culti Milano SpA held by Progetto Ryan 3.  

The new financial resources were instrumental in significantly modifying the company’s equity 
profile, providing it with the resources necessary to adequately carry out significant business development 
planned both in Italy and abroad, including through the presence of Culti Milano branded points of sale.  

The development plan was launched in the latter months of 2017 with the inauguration of two new 
Culti Houses, one in Naples and the other in Bari. The Naples Culti House is located on Via Filangeri while 
the Bari store is on Via Argiro. This activity intensified in the initial months of 2018, with the conclusion of 
agreements for the opening of three new stores in Forte dei Marmi, Turin and Rome, which will enter into 
operation in the initial months of 2018. 

* * * 

Non-operating assets 

They can be summarised as follows: 

 (in thousands of Euro) 31 Dec 2017   31 Dec 2016 
Breda Energia investment 6,162    6,162  
Intek Investimenti investment 417    680  
Former Fime receivables (net of advances) 5,274    5,625  
Other non-performing receivables (tax receivables and from compositions with creditors) 2,279    3,144  
Net assets/(liabilities) concerning former Isno 2 (780)   (780) 
Provisions for risks (3,260)   (3,095) 
Financial payables to Breda Energia in liquidazione (3,608)   (3,822) 
Other (756)   (738) 
Total non-operating assets 5,728    7,176  

The provisions for risks amounting to Euro 3.3 million, mainly unchanged compared to the previous 
year, refer to the disputes connected to the former Fime management.  

* * * 
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Real Estate/Other assets 

Real Estate/Other assets can be broken down as follows: 

 (in thousands of Euro) 31 Dec 2017   31 Dec 2016 
Immobiliare Pictea investment 24,133      -  
I2 Real Estate investment   -    11,750  
Rede investment   -    2,362  
Land and buildings 973    32  
Land and buildings IFRS 5   -    941  
Financial receivables from Immobiliare Pictea 5,222      -  
Financial receivables from I2 Real Estate   -    7,335  
Financial receivables from Rede Immobiliare   -    2,337  
Progetto Ryan 2/Mecchld investment 217    317  
Other 468    267  
Total Real Estate/Others 31,013    25,341  

At the end of 2017, the merger of Rede Immobiliare Srl and I2 Real Estate Srl into Immobiliare Pictea 
was finalised by deed, following the merger of Tecno Servizi into I2 Real Estate. For accounting and tax 
purposes, since the financial years of the companies participating in the merger were the same, the relative 
effects were set to take effect retroactively on 1 January 2017. 

These real estate operations were carried out, until the effective merger date, through the subsidiary 
Rede Immobiliare (hereinafter Rede), which is involved in the investment activities. On the other hand, the 
equity investments in I2 Real Estate and Immobiliare Pictea were considered to be instrumental to Intek 
Group activities.  

Various operators continue to express their interest in capital property owned - in relation to which we 
don’t note any particular changes - though no specific offers have been made. 

It is noted that, at the end of 2015, the property used as an industrial factory located in Borgo Panigale, 
Bologna which then was held through Rede Immobiliare, was sold against the consideration of Euro 18 
million. Following the aforementioned merger, Immobiliare Pictea replaced Rede and, as was provided by 
the contract, may receive an earn out of 30% of the difference between the price received and the amount 
collected from any resale of the property to third parties taking place within seven years from the end of 
2015 (the date the property was sold). 

Immobiliare Pictea may also earn returns from the special shares issued by the tenant of the property 
at the time of the sale, which were subscribed in full by Rede. These shares provide a 2% privilege compared 
to ordinary shares in the event of a dividend distribution and, in the event of sale of the tenant, they shall be 
converted into ordinary shares and shall carry the same rights as those afforded to the transferring 
shareholders. 

* * * 

Financial management 

The Parent Company has no debt to third parties except the bond of Euro 101.2 million which matures 
in February 2020 and a loan totalling Euro 1.2 million from the merger of ErgyCapital, which falls due at the 
end of 2019. 

At the end of December 2017, Intek Group had cash and cash equivalents of Euro 28.1 million, of 
which Euro 18.5 million were from the liquidity of the incorporated entity ErgyCapital at the time of the 
incorporation. In February 2018, the company's liquidity further increased due to the repayment of the Euro 
35 million loan by KME AG. 

* * * 
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Group results 

It should be noted that, following the application of the accounting principle relating to investment 
entities that occurred at the end of 2014, the values of the consolidated financial statements are aligned with 
those of the separate financial statements.  

The consolidated financial statements include, in addition to the Parent company, the 100%-owned 
instrumental subsidiaries: I2 Capital Partners SGR and Immobiliare Pictea Srl. 

During the year, there were two changes in the consolidation area: one was due to the merger of 
ErgyCapital and the other was the merger in the real estate area. Due to the latter, the consolidation area 
includes the assets originating from Rede Immobiliare and Tecno Servizi (I2 Real Estate was already 
included in the consolidation). The equity investments held in ErgyCapital were not considered to be 
instrumental and were therefore not consolidated. 

With respect to the financial position, consolidated equity can be summarised as follows: 

Consolidated equity 

(in thousands of Euro) 31 Dec 2017   31 Dec 2016 

Share capital 335,069   314,225 
Reserves 114,210   132,131 
Profit/(loss) for the period 35,402   (4,378) 
Equity attributable to owners of the Parent company 484,681   441,978 
Non-controlling interests   -  

 
  -  

Total equity 484,681   441,978 

The changes in shareholders' equity are due to the profit for the year (positive by Euro 35.4 million) 
and the effects of the ErgyCapital merger (an increase of Euro 7.2 million). 

The Consolidated net invested capital was as follows: 

Consolidated net invested capital 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 

Net non-current assets 534,213   509,747 
Net working capital 11,398   17,615 
Net deferred tax 1,774   2,786 
Provisions  (5,361)   (4.943) 
Net invested capital 542,024   525,205 
Total equity 484,681   441,978 
Net financial position 57,343   83,227 
Sources of finance 542,024   525,205 

“Net invested capital” is a financial indicator which is not defined by IFRS and should not be considered as an alternative to the 
indicators defined by IFRS. Its components are given here below: 

- “Net non-current assets” consist of the sum of non-current assets except for deferred tax assets. 
- “Net working capital” consists of the sum of the items “Trade receivables” net of “Trade payables” and “Other current 

assets/liabilities”, except for the items previously considered in the definition of “Net financial debt”. 
- “Net provisions” include the items “Employee benefits” and “Provisions for risks and charges”.  
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The reconciliation between the equity of the Group and that of Intek is the following: 

(in thousands of Euro) 31 Dec 2017 

Parent company’s equity including profit/(loss) for the period 486,143  

Excess cost allocation on property (net of tax effect) 3,898  
Other 39  
Difference between the consolidated companies' equity and their carrying amount (5,399) 
    
Group’s consolidated equity including profit/(loss) for the period 484,681  

As at 31 December 2017, the Group’s liquidity totalled Euro 28.9 million. 

The consolidated net financial position is as follows: 

Reclassified consolidated net financial position 

(in thousands of Euro)   31 Dec 
2017   31 Dec 2016 

Short-term financial payables   10,989    5,201  

Medium to long-term financial payables    6,629    7,063  

Financial payables to Group companies   4,409    3,823  

(A) Financial payables (A) 22,027    16,087  

Cash and cash equivalents   (28,886)   (10,444) 

Other financial assets   (217)   (6,775) 

Financial receivables from Group companies   (36,796)   (16,631) 

(B) Cash and current financial assets  (B) (65,899)   (33,850) 
          

(C) Consolidated net financial position (net of outstanding securities) 
(A) + (B) + 

(C)  (43,872)   (17,763) 
          

(D) Outstanding debt securities (net of interest) 101,215    100,990  
          

(E) Consolidated net financial position (D) + (E) 57,343    83,227  
          

(F) Non-current financial assets   (13,645)   (46,731) 
          

(G) Total net financial debt (F) + (G) 43,698    36,496  

(E) Defined as per CONSOB communication DEM/6064293 of 28 July 2006 enforcing the CESR recommendations of 10 
February 2005.  
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The cash flows for the period can be summarised in the Consolidated statement of cash flows, 
prepared using the indirect method, as follows: 

Consolidated statement of cash flows – indirect method 

(in thousands of Euro)   2017   2016 

(A) Cash and cash equivalents at the beginning of the year   10,444    10,947  

Profit/(loss) before taxes   35,197    (5,144) 

Amortisation and depreciation   437    435  

Impairment/(reversal of impairment) of non-current assets other than financial assets 608    1,107  

Impairment/(reversal of impairment) of investments and financial assets   (44,859)   192  

Changes in pension funds, post-employment benefits and stock options   (144)   (35) 

Changes in provisions for risks and charges   (591)   (460) 

(Increase)/decrease in investments   5,415    (1,727) 

(Increase)/decrease in financial investments and financial assets 4,967    21,357  

Increase/(decrease) in current and non-current financial payables to related companies (759)   (14,813) 

(Increase)/decrease in current and non-current financial receivables from related companies 25,707    (1,430) 

Dividends received   174     -  

(Increase)/decrease in current receivables   7,039    (1,649) 

Increase/(decrease) in current payables   (2,491)   568  

(B) Total cash flows from/(used in) operating activities   30,700    (1,599) 

(Increase) in non-current intangible assets and property, plant and equipment   (245)   (68) 

Decrease in non-current intangible assets and property, plant and equipment   10    75  

Investments in instrumental equity interests net of acquired cash   -    (46) 

Increase/decrease in other non-current assets/liabilities   (258)     -  

(C) Cash flows from/(used in) investing activities   (493)   (39) 

Increase/(decrease) in current and non-current financial payables (3,835)   (493) 

(Increase)/decrease in current and non-current financial receivables (8,150)   672  

(D) Cash flows from/(used in) financing activities   (11,985)   179  
       

(E) Change in cash and cash equivalents (B) + (C)     18,222    (1,459) 

          

(F) Cash contributed by change in scope of consolidation   220    956  

       

(G) Cash and cash equivalents at the end of the period (A) + (E) + (F) 28,886    10,444  
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The consolidated income statement is the following: 

Consolidated income statement 

(in thousands of Euro)   2017   2016   

Net income from investment management   44,859    77    

Guarantee fees   3,932    4,005    

Other income   1,801    2,762    

Labour costs   (2,496)   (1,850)   

Amortisation, depreciation, impairment and write-downs   (1,045)   (1,542)   

Other operating costs   (7,789)   (5,061)   

Operating profit/(loss)   39,262    (1,609)   

Finance income   1,860    2,375    

Finance expense   (5,925)   (5,910)   

Net finance expense   (4,065)   (3,535)   

Profit/(loss) before taxes   35,197    (5,144)   

Current taxes   73    1,646    

Deferred taxes   132    (880)   

Total income taxes   205    766    

            

Profit/(loss) for the period   35,402    (4,378)   

* * * 
  



32 
 

Other information 

Related party transactions 

Related party transactions, including intra-group transactions, were neither atypical nor unusual, in 
that they were part of the Group companies’ day-to-day business and were all conducted on an arm’s length 
basis or according to standard criteria. 

As at 31 December 2017, Intek had a receivable from KME AG of Euro 35 million, which was a loan 
falling due on 30 September 2018. This loan was repaid during 2018 following the issuing of a Euro 300 
million bond by KME AG, which was restricted to Qualified Institutional Buyers (QIBs), maturing in 2023 
with a fixed rate of 6.75%. 

Concurrently, to top up the existing pool loan, Intek granted KME AG a new credit line of a maximum 
amount of Euro 30 million, to be used as working capital. To date, this credit line has not been used. 

Intek also had trade receivables from KME AG and its subsidiaries totalling Euro 5.9 million. These 
were mainly from commissions for guarantees and interests while awaiting payment. 

The existing loans payable with non-consolidated companies refer solely to Breda Energia SpA in 
liquidazione (Euro 3.6 million) which also holds a financial loan of Euro 2.2 million to the parent company 
Quattroduedue SpA. 

There is furthermore a loan of Euro 1.3 million to I2 Capital Partners SGR. 

Pursuant to the merger, the Euro 4.8 million loan payable to Intek by the incorporated entity 
ErgyCapital as at the merger date was offset and the Company took over the loans to the ErgyCapital 
subsidiaries, of which we note a performing, interest bearing loan to Agricola Agrienergia Srl of Euro 0.9 
million and a giro account belonging to Energetica Solare Srl in liquidazione with a negative balance of Euro 
0.8 million. 

Following the mergers of the Group’s real estate companies, the receivables from loans granted by 
Intek to Rede Immobiliare and I2 Real Estate were extinguished as a result of the merger. As at the date the 
merger entered into effect, these receivables payable to Intek had a balance of Euro 3.7 million and Euro 8.1 
million and they offset the previous debt to Immobiliare Pictea which had a balance of Euro 6.4 million. As a 
result of the above, as at 31 December 2017, Intek was owed Euro 5.2 million from Immobiliare Pictea. 

The breakdown of transactions with subsidiaries and parent companies, and with related parties in 
general, is included in the Notes to the financial statements. 

Disputes  

Below is information on the main litigation involving Intek Group. 

During the year under review, the litigation with certain holders of savings shares which were pending 
from the first half of 2016 continued. 

Two of these lawsuits were resolved with a ruling at the first degree, both in favour of the Company, 
of which one was appealed and heard before the Bari Court of Appeal, which had jurisdiction, while the 
other was considered final. 

In particular, the ruling that was appealed involved the Company’s opposition to an order by the Court 
of Bari for payment of Euro 118 thousand which was revoked at the time of the final decision and the 
counterparty was ordered to return the amount that Intek Group had paid pursuant to the provisional order, 
pay back the costs of the proceedings and also pay compensation for damages due to vexatious litigation. 

The disputes that are pending before the Court of Rome, which had been brought by the Company to 
prove that the savings shareholders’ rights were not violated and consequently their claims in relation to the 
distribution of the reserves are unfounded, are still pending and the hearing for the closing arguments has 
been postponed. 
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The other lawsuits pending before the Court of Bari, which involve challenges to court order for 
payments (none of which is executive) from certain savings share holders, again with regard to the same 
issue, are pending the investigative hearings requested by the counterparties. 

Finally, concerning a further lawsuit pending before the Court of Milan, which is part of the 
aforementioned general litigation, the counterparty informed the Company about its irrevocable decision to 
waive its claims against Intek Group, thereby pre-announcing its abandonment of the case at the next hearing 
set for the closing arguments in the first half of 2018. 

Intek Group, firmly believing to have always acted in full respect of the rights and prerogatives of its 
own shareholders as well as of its Articles of Association, the law, and the regulations, opposed the 
initiatives thus started by some savings shareholders aiming to take the most effective measures in order to 
protect its interests as well as its own reputation. 

To this end, Intek had to take initiatives in criminal court, lodging a complaint against the parties who 
had on several occasions falsely accused the Company of illicit conduct. 

As regards the main litigation that refers to the former Fime Leasing, there are no updates regarding 
the lawsuit which was ruled upon by the Naples Court of Appeal in 2014, sentencing Intek Group to pay 
Euro 2.6 million (against which a specific risk provision was allocated in 2014) to the bankruptcy receivers 
of Mareco Sistemi Industriali Srl as part of the lawsuits connected to the operations of the former Fime 
Leasing. This ruling, which is under appeal before the Supreme Court of Cassation (Suprema Corte di 
Cassazione), was suspended and we are waiting for the hearing date to be set for the definitive judgement. 

As for the activities conducted by the former Fime Leasing, the Company had also been subject in the 
past to investigation for undue detraction of VAT arising from a scam involving non-existent transactions, in 
which the Company is an injured party. The dispute is still ongoing as regards interest and collection fees 
relating to 1992 for a total of Euro 1.0 million (which has already been paid and is fully provided for in the 
financial statements) and on which, in 2011, the Regional Tax Commission issued a sentence against the 
Company and we are awaiting the ruling of the Court of Cassation.  

* * * 

Regarding the disputes under way involving the Intek Group subsidiaries/investees, please refer to the 
specific sections dedicated to them. 

* * * 

Parent company and ownership structure 
The Company is controlled by Quattroduedue Holding BV, which is based in Amsterdam (Holland), 

Vijzelstraat 68/78, through Quattroduedue SpA, a wholly owned subsidiary of Quattroduedue Holding BV. 
At 31 December 2017, Quattroduedue Holding BV held indirectly 182,778,198 Intek Group ordinary shares 
(46.97% of the Company’s voting share capital) and 1,424,032 savings shares (1.468% of the share type 
capital). 

It is hereby specified that the increase of 24,710,692 shares held by Quattroduedue Holding BV was 
the result of the automatic conversion of the Intek Group 2012-2017 convertible bond in September 2017. 

Intek Group holds no shares or units of the parent company and during 2017 it made no purchases or 
sales of such shares or units. 

For any other information regarding the ownership structures, the Company’s governance and the 
fulfilment of any other obligations, including compliance with title VI of the market regulations, refer to the 
specific report prepared pursuant to art. 123 bis of Legislative Decree 58/98, which is an integral report of 
these presents. 

* * * 

Research and development activities 
No research and development activities were pursued during 2017, given the nature of the company’s 

specific activities. 
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Personnel 
Following is the average number of employees in consolidated companies, as compared with 2016: 

  31/12/2017 31/12/2016 Change % Change 

Executives 3  4  (1) -25.00% 
  21.43% 26.67%     
Clerical workers 11  11   -   0.00% 
  78.57% 73.33%     
Total employees (average) 14  15  (1) -6.67% 
          
  100.00% 100.00%     

As at 31 December 2016, Intek Group had 13 employees, of whom 3 executives and 10 clerical 
workers. During 2017, 2 managers resigned, one of whom retired and, due to the completed merger of 
ErgyCapital, 5 employees, consisting of 2 managers and 3 employees, were transferred to Intek. Therefore, 
as at 31 December 2017, Intek Group had 16 employees, of whom 3 executives and 13 clerical workers. 

* * * 

As for the economic treatment and all other remuneration aspects of Key management personnel, 
reference should be made to the specific report on remuneration, prepared in compliance with the specific 
provisions issued by Consob and which is part of this report. 

* * * 

Treasury shares 
As at 31 December 2017, the Company held 5,713,572 ordinary treasury shares (equal to 1.47% of 

shares in this category) and 11,801 savings treasury shares (equal to 0.024% of the capital for this category), 
unchanged compared to the previous year.  

During 2017, the Company did not carry out any transactions involving the purchase of its own 
ordinary or savings shares.  

* * * 

The Company’s Board of Directors, at its meeting of 14 September 2012, decided, among other 
things, to apply the exception envisaged by articles 70, paragraph VIII, and 71 bis of the Issuers’ Regulation, 
which exempts the Company from publishing an Information Document in the case of significant mergers, 
demergers, share capital increases through transfers in kind, acquisitions and sales. 

* * * 

Update in matters of governance 
In line with what performed in previous years, we would now like to update the corporate governance 

information provided with the financial statements at 31 December 2016 and the half-year financial 
statements as at 30 June 2017 with additional and specific details in the Report on corporate governance and 
the ownership structure. 

We note below the changes to the size and composition of the shareholders’ equity in 2017.  

On 25 September 2017, pursuant to the automatic conversion of the Convertible Loan “Intek Group 
2012-2017”, 24,710,692 new ordinary Intek Group shares without nominal value were issued against a total 
of Euro 20,844,000. 

On 27 December 2017, following the effective merger date of ErgyCapital into Intek, a further 
18,914,116 new ordinary Intek shares were issued, again without nominal value, to service the exchange in 
favour of the former (non-Intek) ErgyCapital shareholders. 
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Therefore, as at 31 December 2017, the share capital was equal to Euro 335,069,009.80, consisting of 
439,241,296 shares, of which 389,131,478 are ordinary shares and 50,109,818 are savings shares. 

It is hereby reiterated that, starting from 2 May 2013, the outstanding savings shares have had a single 
listing line characterised by the following ISIN codes: 

 IT0004552375 as regards registered savings shares; 

 IT0004552367 as regards unregistered savings shares. 

It is hereby noted that, as from 18 March 2016, the new Transparency Directive (Legislative Decree 
25/2016) entered into effect. Among other things, it amended paragraph 5 of article 154-ter of the TUF, 
eliminating the obligation to publish the interim report thereby granting a longer time period for approval of 
the consolidated half-year report. 

Consob, which had been granted the necessary powers, has decided not to adopt any additional 
provisions, thereby allowing each issuer to decide whether to adopt a specific additional information policy 
to replace the disclosure obligations. 

It is hereby noted that since 2016, and in consideration of its specific businesses, the Company opted 
not to publish interim financial statements on 31 March and 30 September. 

The Company updated internal procedures to render them compliant with new market abuse 
regulations, consequently to the entry into force of the abovementioned Transparency Directive and the 
relative implementing resolutions issued by Consob, following the transposition of European Regulation no. 
596/2014 (MAR), which entered into effect on 3 July 2016, and the guidelines in the handling of inside 
information, published by Consob in October 2017. Given the complexity and sensitivity of the issue, the 
Company in agreement with the Control and Risk Committee, has established a work group which involved, 
with the support of external experts, various corporate functions working on the correct performance of 
obligations ensuing from this new regulation. 

Compliance with Section VI of the Market Regulation - Consob Regulation no. 16191/2007 

With reference to the provisions of articles 36, 37, and 38 of the Regulation in question, it should be 
noted that: 

 with regard to the provisions of article 36, Intek does not hold relevant investments, pursuant to 
article 151 of Consob Issuers' Regulation, in non-EU Countries; 

 although a subsidiary of Quattroduedue Holding BV, the Company considers itself not to be 
subject to management and coordination as defined in articles 2497 et seq. of the Italian Civil 
Code and article 37 of the Market Regulation, insofar as that: 

- it has autonomous powers of negotiation with respect to contractual arrangements with 
customers and suppliers; 

- it does not participate in any centralised treasury arrangements operated by the parent 
Quattroduedue Holding BV or any other company under the parent’s control; 

- the number of independent Directors (3 out of 9) is such as to ensure that their opinions 
have a material influence on board decisions; 

 with regard to the provisions of article 38, the Company does not fall within its scope of 
application, as its corporate purpose does not exclusively envisage equity investment activity in 
accordance with predetermined limitations. 

Non-financial information (pursuant to Legislative Decree 254/2016) 

This information is not provided as the Company dimensions do not exceed the dimensions set by the 
law in question, including on a consolidated basis, and the number of its employees and revenue volumes 
also falls short of the threshold after which this type of report is required. 
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Main risks and uncertainties to which Intek Group S.p.A. is exposed and financial risk management. 

In its position as a dynamic investment holding company, Intek is directly exposed to risks connected 
with investments and disinvestments. The Company's financial results mainly depend on these transactions 
and on the dividends distributed by investees and therefore, in addition to the financial performance, they 
also reflect the investment and dividend distribution policies of the investees.  

Corporate equity investments are by their nature investments that carry a certain level of risk. Indeed, 
these types of investments do not provide the certainty that the invested capital will be refunded in full or 
they could produce cash flows that are insufficient for remuneration of the capital investment or in any case 
result in performances that could trail behind market performances. 

Furthermore, the disinvestment process could require more time than expected and/or be carried out 
on the basis of terms and conditions that are not fully satisfactory or remunerative. In particular, regarding 
equity investments in unlisted companies, whether held directly or indirectly, the absence of risks connected 
mainly to the liquidability of these equity investments and their valuation cannot be guaranteed, in 
consideration: (a) of the possible absence in these companies of control systems similar to those required of 
companies with listed shares, with the possible consequent unavailability of information flows that are at 
least equal, insofar as quantity and quality, to the ones available for companies with listed shares; and (b) of 
the difficulties inherent in carrying out independent audits of the company and therefore assessing the 
completeness and accuracy of the information it provides. For non-controlling equity investments, whether in 
listed or unlisted companies, the possibility of influencing the management of the equity investments in order 
to promote their growth, including through a relationship with the management and the shareholders of the 
investee, could be limited. 

This Report contains some data and forecasts regarding the objectives set by the Intek Group and some 
assumptions regarding the financial development of the Parent company and of the subsidiaries. 

The data and the forecasts on the activities and expected results of the issuer and of the subsidiaries are 
based on the Company’s estimates and assumptions regarding future and uncertain events, including the 
economic trend in the main European countries where the Group operates, the occurrence of which could 
also bring to significant discrepancies with the forecasts made. It is not possible to guarantee that what has 
been forecast and is expected to happen will in fact happen. Intek Group is furthermore exposed to market 
fluctuations insofar as the shares held in its portfolio. The final results of the Intek Group could be different 
from those forecasts owing to known and unknown risks, uncertainty and other factors. 

Types of risk:  

a) credit risk: there are no significant geographical concentrations in connection with this risk. 
Existing guidelines guarantee adequate assessment of customers’ creditworthiness. This is achieved by 
selecting customers on the basis of historical experience, equity and/or financial position; 

b) liquidity risk: it can arise from difficulties in raising finance for operating activities as and when 
required. The Group expects to meet its cash requirements for the repayment of short-term financial payables 
and capital expenditure through cash from operating activities, cash on hand and fresh or renewed bank 
borrowings; 

c) currency risk: the Group is exposed to the risk that the fair value of the investments outside the 
Euro area will fluctuate with changes in the exchange rates; 

d) interest rate risk: the interest rate risk to which the Group is exposed originates mainly from non-
current financial liabilities. Floating rate liabilities expose the Group to a cash flow risk, while fixed rate 
liabilities entail assumption of the risk of a change in fair value; 

e) risk of fluctuation of the share value: the Group is exposed to market fluctuations insofar as the 
listed shares it holds in its portfolio and changes in the market parameters used for determination of the value 
of equity investments through valuation techniques. The risk of fluctuations in the values of these equity 
interests, recognised under the item “Investments in equity interests and fund units” is not actively managed 
using financial hedging instruments. 

* * * 
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Significant events after 31 December 2017 
No noteworthy events occurred after the balance sheet date, other than those set forth above, 

particularly with regard to the issuing of a bond by KME and the repayment of the loan which Intek had 
extended to KME. 
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Proposal to approve the 2017 financial statements  
“The Ordinary Shareholders' Meeting of Intek Group SpA, in its ordinary meeting held at Mediobanca 

SpA – Via Filodrammatici n. 3 in Milan, having acknowledged the reports of the Board of Statutory Auditors 
and the Auditing Firm, and after having heard an approved the report of the Board of Directors  

resolves 

 to approve the Report on operations by the Board of Directors for the year ended at 31 
December 2017 and the financial statements as a whole, and its individual entries and records 
with the provisions and uses proposed, which show a net income of Euro 36,746,666; 

 to allocate profit for the year of Euro 36,746,666 as follows: 

- 5% to the legal reserve, up to Euro 1,837,334; 

- through the allocation to a special, non-distributable reserve, pursuant to art. 6 of 
Legislative Decree 38/2005, of the profits from application of the fair value criterion, 
totalling Euro 34,909,332.” 

 

 

Milan, 28 March 2018 

 
Board of Directors 

The Chairman 
(Vincenzo Manes) 
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Main subsidiaries which provide services related to the Intek Group's 
investment activity 

Following is a summary of the comments regarding the operations carried out in 2017 by the main 
companies, identified as instrumental to Intek Group operations and the companies controlled by them.  

I2 Capital Partners SGR SpA 
I2 Capital Partners SGR SpA is active in the collective management of savings through the promotion, 

establishment, organisation and management of closed-end investment funds focused on private equity and 
particularly on the Special Situations area. 

The company manages a single fund, I2 Capital Partners (the “Fund”), which collected total 
subscriptions of Euro 200 million, the maximum amount allowed. Subscriptions were collected from 
qualified investors only, including Intek Group which currently holds 19.15% of the Fund. 

The Fund’s investment activity ended on 31 July 2012, therefore further transactions are limited to 
add-ons on investments that have already been made or resolved upon prior to the closing of the investment 
period.  

During 2017, requests were made for payment of Euro 1.1 million, to be applied only to covering the 
Fund’s overhead expenses. As at 31 December 2017, the total amount called upon the launching of the 
Fund’s operations was Euro 125.7 million, while the callable residual contributions totalled approximately 
Euro 9 million. 

As at 31 December 2017, the existing investments, measured at cost, amounted to Euro 4.2 million, 
and mainly referred to equity investments in unlisted financial instruments. 

The Company closed 2017 with a loss of Euro 0.3 million, due to a reduction in the commissions it 
collected. This loss reduces equity to Euro 2.2 million. 

* * * 

Immobiliare Pictea Srl 
The 2017 financial statements, presented in abbreviated form, have a negative result of Euro 1.2 

million as compared to profits of Euro 0.2 million in 2016. At the end of the year, shareholders’ equity was 
Euro 18.7 million, featuring a Euro 14.2 million increase due to the merger. 

The costs from the real estate companies involved in the merger described below contributed to the 
negative result. 

The company’s activities during 2017 were concentrated on managing the property it owns in Milan, 
located at Foro Buonaparte, 44 which is leased to companies belonging to Intek Group. The procedures for 
securing building restructuring permits were completed and this work began during 2017. The works 
involved the fifth and sixth floor, to be used as private residences.  

Pursuant to the above-mentioned mergers, Pictea became the owner of the following properties as 
well:  

- in Varedo and Limbiate: the property consists of a plot of land of 40,100 square metres, and 
includes buildings used as factories, offices and residences totalling 26,083 square metres; 

- in Ivrea: an industrial building with a gross surface of approximately 10,650 square metres; 
- in Padua: 4 residential units, 4 garages, and 4 accompanying warehouses/storerooms; 
- in San Marcello Pistoiese: a building used by the prefecture of Pistoia, for the local fire-

fighters contingent. 

Moreover, also as a result of the mergers, Pictea became the owner of: 

(i) a receivable from Palano & Figli S.r.l. with a mortgage guarantee consisting of various residential 
units, garages and the relative accompanying structures located at Viale della Libertà no. IS 481 in Messina; 
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(ii) 35% of the share capital of Fossati Uno Srl, established together with two partners (of whom one is 
a technician), for the purchase of a property which is currently unused and originates from a bankruptcy 
procedure, located in Sondrio and used as a mixed production/commercial/office space/residential complex 
of approximately 44,700 square metres. The Fossati Uno Srl activity is also supported by shareholder loans, 
whether interest bearing or capital loans and finally 

(iii) 100% of the special shares of Ducati Energia SpA, constituting 6.77% of the capital thereof. 
These shares enjoy a 2% premium over ordinary shares in the event of a dividend distribution. Moreover, if 
control of Ducati Energia SpA is given up, these actions will be converted into ordinary shares with the same 
rights as those afforded to the transferring shareholders. 

In 2015, the Company had taken out a fifteen-year mortgage in the amount of Euro 7 million. The 
loan, guaranteed by a mortgage on the property, carries a variable rate of 1-month Euribor plus 280 basic 
points. A 0.99% hedging contract was concluded to hedge against the risk of interest rate fluctuations. As at 
31 December 2017, the loan residual amount was Euro 5.9 million. 

The incorporate companies were financed by credit institutions through mortgages, with property 
mortgages as security and the parent company Intek Group through current account contracts, remunerated at 
market interest rates. 

I2 Real Estate Srl 
The company was established in 2004 and was incorporated into Immobiliare Pictea at the end of 

2017, as part of the project for the reorganisation of the Group’s real estate companies. 

This company’s purpose is to purchase, sell and manage real estate and provide property management 
services, also through investees. Up to 2016, its activities were instrumental insofar as those of Intek Group 
and indeed it was fully consolidated while its separate financial statements were measured at cost, adjusted 
for impairment as necessary. 

The 2016 financial statements closed with a loss of Euro 0.6 million, which was mainly attributable to the 
write-downs of financial fixed assets (Euro 0.3 million) and the property it owned (Euro 0.2 million). 

In 2017 the company continued its activity to find the best solutions for the Ivrea property and the 
investment in Tecno Servizi Srl, and particularly for the Varedo property. To date, there have been no 
significant negotiations for these assets. 

* * * 
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Intek Group – Consolidated Financial Statements as at 31 December 2017 

Statement of financial position – Assets 

(in thousands of Euro) Ref. 
Note 31/12/2017   31/12/2016 

      of which 
related parties   

of which 
related parties 

Investments in equity interests and fund units 4.1 489,483  442,140    445,404  440,384  

Non-current financial assets 4.2 13,645  3,595    48,782  48,732  

Property, plant and equipment 4.3 11,323      11,519    

Investment property 4.4 19,750      3,566    

Intangible assets 4.5 6      6    

Other non-current assets 4.6 6      470    

Deferred tax assets 4.21 5,310      5,866    

Total non-current assets   539,523      515,613    

Current financial assets 4.7 39,390  39,173    27,621  20,522  

Trade receivables 4.8 13,413  6,531    14,448  7,407  

Other current receivables and assets 4.9 7,504  232    10,599  1,628  

Cash and cash equivalents 4.10 28,886      10,444    

Total current assets   89,193      63,112    

Non-current assets held for sale 4.11   -      1,784    

Total assets   628,716      580,509    

The notes are an integral part of these consolidated financial statements. 

Details of related party transactions are disclosed in note 4.22. 
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Intek Group – Consolidated Financial Statements as at 31 December 2017 

Statement of financial position – Liabilities 

(in thousands of Euro) Ref. 
Note 31/12/2017     31/12/2016   

      of which 
related parties   

of which 
related parties 

Share capital   335,069      314,225    

Other reserves   43,962      41,073    

Treasury shares   (1,820)     (1,820)   

Retained earnings/(accumulated losses)   72,196      72,261    

Mandatory convertible loan     -      20,844    

Other comprehensive income reserve   (128)     (227)   

Profit/(loss) for the period   35,402      (4,378)   

Equity attributable to owners of the Parent 4.12 484,681      441,978    

Non-controlling interests     -        -    

Total equity 04:13 484,681      441,978    

Employee benefits 04:13 322      411    

Deferred tax liabilities 04:21 3,536      3,080    

Non-current financial payables and liabilities 04:14 6,629      9,064    

Bonds 04:15 101,215      100,990    

Other non-current liabilities 04:16 1,492    -    2,321    

Provisions for risks and charges 04:17 5,039      4,532    

Total non-current liabilities   118,233      120,398    

Current financial payables and liabilities 04:18 17,775  4,409    12,915  3,823  

Trade payables 04:19 2,647  434    1,027  131  

Other current liabilities 04:20 5,380  1,759    4,191  1,988  

Total current liabilities   25,802      18,133    
  

     
  

Total liabilities and equity   628,716      580,509    

The notes are an integral part of these consolidated financial statements. 

Details of related party transactions are disclosed in note 4.22. 
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Intek Group – Consolidated Financial Statements as at 31 December 2017 

Statement of profit or loss and other comprehensive income 

(in thousands of Euro) Ref. 
Note 2017   2016 

      
of which 
related 
parties 

    
of which 
related 
parties 

Net income from investment management 5.1 44,859      77    
Guarantee fees 5.2 3,932  1,986    4,005  3,029  
Other income 5.3 1,801  403    2,762  69  
Labour costs 5.4 (2,496)   -    (1,850) (19) 
Amortisation, depreciation, impairment and write-downs 5.5 (1,045)     (1,542)   
Other operating costs 5.6 (7,789) (982)   (5,061) (936) 
Operating profit/(loss)   39,262      (1,609)   
Finance income   1,860  2,336    2,375  2,336  
Finance expense   (5,925) (141)   (5,910) (141) 
Net finance expense 5.7 (4,065)     (3,535)   
Profit/(loss) before taxes   35,197      (5,144)   
Current taxes 5.8 73      1,646    
Deferred taxes 5.8 132      (880)   
Total income taxes   205      766    
              
Net profit/(loss) for the year   35,402      (4,378)   
Other comprehensive income:             
Measurement of employee defined benefits   5      (9)   
Tax on other comprehensive income     -        -    

Items that will not be reclassified to profit or loss   5      (9)   
Foreign currency translation gains/(losses)     -        -    
Net change in cash flow hedge reserve   125      (109)   
Other     -        -    
Taxes on other comprehensive income   (30)     26    

Items that may be reclassified to profit or loss   95      (83)   

Other comprehensive income, net of tax effect:   100      (92)   
Total comprehensive income for the year   35,502      (4,470)   
Profit/(loss) for the period attributable to:             
- non-controlling interests     -        -    
- owners of the Parent   35,402      (4,378)   
Profit/(loss) for the period   35,402      (4,378)   
Total comprehensive income attributable to:             
- non-controlling interests     -        -    
- owners of the Parent   35,502      (4,470)   
Total comprehensive income for the period   35,502      (4,470)   

       Earnings per share (in Euro)             
Basic earnings/(loss) per share   0.0896     (0.0113)   
Diluted earnings/(loss) per share   0.0896     (0.0113)   

The notes are an integral part of these consolidated financial statements. 

Details of related party transactions are disclosed in note 4.22. 



197 

Intek Group – Consolidated financial statements as at 31 December 2017 

Statement of changes in equity as at 31 December 2016 

 (in thousands of Euro) Share 
capital 

Other 
reserves 

Treasury 
shares 

Retained 
earnings/(accumulated 

losses) 

Mandatory 
convertible 

loan 

Other 
comprehensive 

income 
reserve 

Profit/(loss) 
for the year 

Total 
equity 

attributable 
to owners 

of the 
Parent 

Non-
controlling 

interests 

Total 
consolidated 

equity 

Equity as at 31 December 2015 314,225  37,186  (2,456) 68,539  24,000  (138) 6,169  447,525  - 447,525  

Allocation of Parent company’s profit/(loss) - 4,040  -   - - (4,040) - - - 

Allocation of subsidiaries’ profit/(loss) - (1,596) - 3,722  - 3  (2,129) - - - 

Deferred taxes on equity items - (44) - - - - - (44) - (44) 

FEB merger - 1,487  636  - (3,156) - - (1,033) - (1,033) 

Comprehensive income items - - - - - (92) - (92) - (92) 

Profit/(loss) for the year - - - - - - (4,378) (4,378) - (4,378) 

Total comprehensive income - - - - - (92) (4,378) (4,470) - (4,470) 

Equity as at 31 December 2016 314,225  41,073  (1,820) 72,261  20,844  (227) (4,378) 441,978  - 441,978  

Reclassification of treasury shares (1,820) - 1,820  - - - - - - - 

Equity as at 31 December 2016 312,405  41,073  - 72,261  20,844  (227) (4,378) 441,978  - 441,978  
At 31 December 2016, the Parent company directly held 5,713,572 ordinary shares and 11,801 savings shares, all without par value. All the shares were then fully reclassified as a deduction from share 
capital.  

The notes are an integral part of these consolidated financial statements. 
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Intek Group – Consolidated financial statements as at 31 December 2017 

Statement of changes in equity as at 31 December 2017 

Consolidated statement of changes in equity as at 31 December 2017 

(in thousands of Euro) Share 
capital 

Other 
reserves 

Treasury 
shares 

Retained 
earnings/(accumulated 

losses) 

Mandatory 
convertible 

loan 

Consolidation 
reserves 

Other 
comprehensive 

income 
reserve 

Profit/(loss) 
for the 
period 

Total 
equity 

attributable 
to owners 

of the 
Parent 

Non-
controlling 

interests 

Total 
consolidated 

equity 

Equity as at 31 December 2016 314,225  41,073  (1,820) 72,261  20,844  - (227) (4,378) 441,978  - 441,978  

Allocation of Parent company’s profit/(loss) - (4,041) -   - - - 4,041  - - - 

Allocation of subsidiaries’ profit/(loss) - (381) - 44  - - - 337  - - - 

Reclassifications - 109  - (109) - - - - - - - 

Conversion of convertible loan 20,844  - - - (20,844) - - - - - - 

ErgyCapital merger - 7,202  - - - - - - 7,202  - 7,202  

Comprehensive income items - - - - - - 99  - 99  - 99  

Profit/(loss) for the period - - - - - - - 35,402  35,402  - 35,402  

Total comprehensive income - - - - - - 99  35,402  35,501  - 35,501  

Equity as at 31 December 2017 335,069  43,962  (1,820) 72,196  - - (128) 35,402  484,681  - 484,681  

Reclassification of treasury shares (1,820) - 1,820  - - - - - - - - 

Equity as at 31 December 2017 333,249  43,962  - 72,196  - - (128) 35,402  484,681  - 484,681  
At 31 December 2017, the Parent company directly held 5,713,572 ordinary shares and 11,801 savings shares, all without par value. All the shares were then fully reclassified as a deduction from share 
capital.  

The notes are an integral part of these consolidated financial statements. 
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Intek Group – Consolidated financial statements as at 31 December 2017 
Statement of cash flows – indirect method 

(in thousands of Euro)   2017   2016 

(A) Cash and cash equivalents at the beginning of the year   10,444    10,947  

Profit/(loss) before taxes   35,197    (5,144) 
Amortisation and depreciation   437    435  
Impairment/(reversal of impairment) of non-current assets other than financial assets 608    1,107  
Impairment/(reversal of impairment) of investments and financial assets   (44,859)   192  
Changes in pension funds, post-employment benefits and stock options   (144)   (35) 
Changes in provisions for risks and charges   (591)   (460) 
(Increase)/decrease in investments   5,415    (1,727) 
(Increase)/decrease in financial investments and financial assets 4,967    21,357  
Increase/(decrease) in current and non-current financial payables to related companies (759)   (14,813) 
(Increase)/decrease in current and non-current financial receivables from related companies 25,707    (1,430) 
Dividends received   174      -  
(Increase)/decrease in current receivables   7,039    (1,649) 
Increase/(decrease) in current payables   (2,491)   568  

(B) Total cash flows from/(used in) operating activities   30,700    (1,599) 

(Increase) in non-current intangible assets and property, plant and equipment   (245)   (68) 
Decrease in non-current intangible assets and property, plant and equipment   10    75  
Investments in instrumental equity interests net of acquired cash   -    (46) 
Increase/decrease in other non-current assets/liabilities   (258)     -  

(C) Cash flows from/(used in) investing activities   (493)   (39) 

Increase/(decrease) in current and non-current financial payables (3,835)   (493) 
(Increase)/decrease in current and non-current financial receivables (8,150)   672  

(D) Cash flows from/(used in) financing activities   (11,985)   179  
       

(E) Change in cash and cash equivalents (B) + (C)     18,222    (1,459) 

          

(F) Cash contributed by change in scope of consolidation   220    956  

       

(G) Cash and cash equivalents at the end of the period (A) + (E) + (F) 28,886    10,444  

The notes are an integral part of these consolidated financial statements. 
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Intek Group – Consolidated financial statements as at 31 December 2017 

Notes 
1. General information 

Intek Group is a diversified investment holding company, whose main objective is to manage its 
portfolio of assets and investments with a dynamic entrepreneurial perspective, focusing on cash generation 
and growth in the value of investments over time, also through sales functional to the development strategies. 

Intek Group is a joint-stock company (Società per Azioni) registered in Italy with the Milan 
Companies Register under no. 00931330583 and its shares are listed on the electronic share market (MTA) 
organised and managed by Borsa Italiana SpA. 

Although it is owned by Quattroduedue Holding BV through the wholly-owned subsidiary 
Quattroduedue SpA, Intek Group is not subject to management and coordination as defined in articles 2497 
et seq. of the Italian Civil Code and article 37 of the Market Regulation, insofar as that: 

 it has autonomous powers of negotiation with respect to contractual arrangements with 
customers and suppliers; 

 it does not participate in any centralised treasury arrangements operated by the parent or any 
other company under the parent’s control; 

 the number of independent Directors (3 out of 9) is such as to ensure that their opinions have a 
material influence on board decisions. 

The consolidated financial statements at 31 December 2017 were approved by the Board of Directors 
on 28 March 2018 and will be published in accordance with legal requirements. 

The merger by incorporation of ErgyCapital SpA (a company recognised at fair value) into Intek 
Group entered into effect during 2017, with retrospective accounting effects to 1 January 2017. Any 
economic relations with the incorporated company that took place prior to the effective date of the merger 
were cancelled. The details regarding the effects of this merger and the other changes to the consolidation 
area relative to Tecno Servizi Srl and Rede Immobiliare Srl incorporated into Immobiliare Pictea Srl are 
provided for each asset and liability item. 

2. Accounting policies 

2.1. Assessment of Investment Entity status 

Intek Group considers that it possesses all the elements set forth in paragraphs 27 and 28 of IFRS 10 to 
qualify as an investment entity. 

Paragraph 27 of IFRS 10 requires that the company: 

a) obtain funds from one or more investors for the purpose of providing those investor(s) with 
investment management services;  

b) commit to its investor(s) that its business purpose is to invest funds solely for returns from 
capital appreciation, investment income, or both; and  

c) measure and evaluate the performance of substantially all of its investments on a fair value 
basis.  

The typical characteristics of investment entities as provided by paragraph 28 of IFRS 10 are the 
following: 

a) it has more than one investment;  

b) it has more than one investor;  

c) it has investors that are not related parties of the entity; and  

d) it has ownership interests in the form of equity or similar interests. 
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The consolidated financial statements as at 31 December 2017 were therefore prepared by applying 
the accounting standards relative to investment entities and measuring at fair value the investments in 
subsidiaries not providing services that are related to the Company’s investment activity, which therefore are 
not fully consolidated, in line with the financial statements as from 31 December 2014. 

2.2. Basis of presentation 

The consolidated financial statements as at and for the year ended 31 December 2017 have been 
prepared pursuant to article 154 ter of Legislative Decree 58/1998. They conform to the International 
Financial Reporting Standard (IFRS) issued by the International Accounting Standards Board (IASB) and 
adopted by the European Commission in accordance with the procedure as set out in art. 6 of Regulation 
(EC) no. 1606/2002 of the European Parliament and of the Council of 19 July 2002 as well as with the 
provisions issued in implementation of art. 9 of Legislative Decree 38/2005 where applicable. 

The Consolidated Financial Statements as at 31 December 2017 are composed of the consolidated 
statement of financial position, the consolidated statement of profit or loss for the period and other 
comprehensive income, the consolidated statement of cash flows, the consolidated statement of changes in 
equity, as well as the Notes thereto.  

The financial statements and the notes thereto include, besides the amounts relating to the reference 
period, the corresponding comparative data relating to the previous year: There were no changes to the 
structure of the statements compared to those at 31 December 2016. 

The statement of financial position has been prepared by separately classifying current and non-
current assets and current and non-current liabilities. 

The Group has opted for presentation of a single consolidated statement of profit or loss and other 
comprehensive income, in which the items of revenue and cost recognised during the reporting period are 
presented by nature, including finance expense, profit (loss) of associated companies and joint ventures 
accounted for using the equity method, tax charges, and a single amount relative to total discontinued 
operations. Section “Other comprehensive income” provides details on the items which, following the 
specific provisions of individual IFRSs, are recognised separately from the profit (loss) for the current 
period. These items are divided into two categories as follows: 

 items that will not be subsequently reclassified to profit or loss; 

 items that will be subsequently reclassified to profit or loss, when specific conditions are met. 

The amount attributable to the owners of the parent as well as the amount attributable to non-
controlling interests are given. 

The statement of cash flows is presented using the indirect method, according to which the profit 
(loss) for the period is adjusted for the effects of: 

 changes in receivables and payables generated from operating activities, which also include 
investing activities; 

 non-cash activities; 

 all other items for which the cash effects are cash flows from investing or financing activities. 

The cash flows from investments in equity interests and mutual funds, including financial receivables 
and payables to related companies, are classified under cash from operating activities. In case of changes in 
the scope of consolidation, the changes in the assets are considered on the basis of the first consolidation 
date. 

In preparing the financial statements, the Directors have applied the concepts of accruals, clarity, 
significance, materiality, reliability, neutrality, prudence and comparability and applied accounting policies 
consistent with those used for the financial statements as at 31 December 2016, except for the standards 
effective as from 1 January 2017. These financial statements were prepared on a going concern basis, as 
required by IAS 1, as there exist no doubts or uncertainties regarding the Group’s ability to pursue its 
activities and continue to operate as a going concern in the foreseeable future. 
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The accounting standards, amendments and interpretations applied for the first time by the Group, 
which nevertheless had no significant effect on shareholders’ equity or the profit/loss for the year, are the 
following: 

 Amendment to IAS 7 – Disclosure Initiative (issued on 29 January 2016), which aims to 
provide some clarifications to improve information about financial liabilities. In particular, the 
amendments require that entities provide disclosures that enable users of financial statements 
to evaluate changes in liabilities arising from financing activities.  

 Amendment to IAS 12 – Recognition of Deferred Tax Assets for Unrealised Losses (issued on 
19 January 2016). The document aims to provide certain clarifications on the recognition of 
the deferred tax assets on unrealised losses in the measurement of the “Available for sale” 
financial asset, upon the occurrence of specific circumstances and regarding the estimated 
taxable income in future years. The adoption of these amendments did not impact the financial 
statements. 

The Group has not yet applied the accounting standards listed below in paragraph 2.21, which, 
although already issued by the IASB, will become effective after the date of these consolidated financial 
statements or which have not yet completed the endorsement process by the European Union.  

Events and transactions affecting the Company are recognised and presented with respect to their 
economic substance rather than legal form. 

Specific notes contained in the management report disclose the content and meaning of the non-IFRS 
alternative performance indicators, where applicable, in compliance with CESR recommendation 05 - 178b 
published on 3 November 2005. 

These financial statements are presented in Euro, the functional currency of the Parent company and 
all the consolidated subsidiaries. The tables and data in the notes are in thousands of Euro, unless otherwise 
indicated. 

2.3. Basis of consolidation 

The consolidation standards only affect equity investments in ancillary services subsidiaries, as equity 
investments held for investment purposes are excluded from the scope of consolidation. 

Subsidiaries are all those companies over which the Intek Group simultaneously has: 

 power, i.e. it holds legitimate rights that bestow upon it the actual capacity to manage relevant 
activities, i.e. activities that have a significant effect on returns; 

 exposure or rights to variable returns arising from the relationship with the company itself; 

 capacity to exercise its power. 

The assets and liabilities, income and expenses of the subsidiaries consolidated on a line-by-line basis 
are recognised in the financial statements at their full value; the carrying amount of the investments is 
eliminated by offsetting it against the underlying interest in the respective equity, and the individual assets 
and liabilities are measured at their fair value at the date when control of the investee was established. Any 
difference, if positive, is recognised under asset item “Goodwill and goodwill arising on consolidation”; if 
negative, in profit or loss. The portion of equity and profit (loss) attributable to non-controlling interests is 
recognised under the relevant items. After initial recognition, “goodwill” is measured at cost less 
accumulated impairment losses as required by IAS 36 – Impairment of Assets. 

Unrealised profits on intra-group transactions, if material, are eliminated. Receivables, payables, 
income, expenses, guarantees, commitments and contingencies in connection with transactions between and 
among consolidated companies are also eliminated. Intra-group losses are not eliminated as they are deemed 
to represent an impairment loss on the asset sold. All financial statements of subsidiaries, if necessary, have 
been adjusted to ensure consistency of accounting policies and standards with those of the Group. 

The financial year of all consolidated subsidiaries is the calendar year. They draft their financial 
statements using the Euro. 
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In the case of the sale or transfer of an investee, the deconsolidation is accounted for from the date of 
effective loss of control.  

In the case of the transfer of a subsidiary to a jointly-controlled or associated company, the profit or 
loss from the loss of control is recognised in profit or loss, as provided for by IFRS 10, paragraph 25. In this 
case: 

a) derecognises the assets and liabilities of the former subsidiary from the consolidated statement 
of financial position;  

b) recognises any investment retained in the former subsidiary at the corresponding fair value on 
the date the control is lost and subsequently accounts for it and for any amounts owed by or to 
the former subsidiary in accordance with relevant IFRSs. This fair value becomes the basis for 
the next posting of the investment; 

c) recognises the gain or loss associated with the loss of control attributable to the former 
controlling interest; 

d) reclassifies to profit or loss, or transfers directly to retained earnings if required in accordance 
with other IFRSs, the amounts previously recognised in other comprehensive income in 
relation to the former subsidiary. 

The following table lists all subsidiaries consolidated on a line-by-line basis:  

Name  Registered office Currency 

Share capital 

Activity % ownership 

        direct Indirect 

Intek Group SpA  Italy Euro          335,069,009.80 Holding company Parent company   

I2 Capital Partners SGR SpA Italy Euro              1,500,000  Management of investment funds 100.00%   

Immobiliare Pictea Srl Italy Euro                   80,000  Real Estate 100.00%   

During the year, there were two changes in the consolidation area: one was due to the merger of 
ErgyCapital into the parent company and the other was the merger in the real estate area. Due to the latter, 
the consolidation area includes the assets originating from Rede Immobiliare and Tecno Servizi (I2 Real 
Estate was already included in the consolidation). The equity investments held in ErgyCapital were not 
considered to be material and were therefore not consolidated. 

2.4. Investments in equity interests and fund units 

This item includes investments, including controlling investments, in equities, made in order to obtain 
returns from capital appreciation, investment income, or both. This item also includes investment fund units. 

These assets are measured at fair value through profit or loss.  

Fair value measurement 

The initial fair value is determined on the basis of the transaction price, and is therefore equal to the 
consideration paid. 

Subsequently, and at each reporting date, the fair value of financial instruments listed on an active 
market is determined on the basis of market prices. 

The fair value of instruments that are not listed on an active market is determined using valuation 
techniques based on a series of methods and assumptions relating to market conditions at the reporting date. 
The valuation techniques used are the discounted cash flow method, the market multiples or transaction 
multiples method, the cost method, and the equity method. 

The valuation techniques based on discounted cash flows generally consist in determining an estimate 
of the expected future cash flows throughout the life of the instrument. The model requires to estimate cash 
flows and adopt market parameters for the discounting: the discount margin or rate reflects the credit and/or 
financing spread required by the market for instruments with similar risk and liquidity profiles, so as to 
define a “discounted value”. 

The market multiples method consists in estimating the current theoretical value considering the 
indications expressed by the market with regard to a sample of listed companies which are similar in nature 
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of business to the company to be evaluated. The comparable transaction multiples method consists in 
recognising the company at a value equal to the prices of recent transactions involving companies which are 
similar and operate in the same sector as the one to be evaluated.  

The equity method is based on balance sheets, adjusting the assets and liabilities based on their fair 
value. 

2.5. Investment property 

These are properties which are not used in the production or supply of goods or services by the Group. 
These assets are initially recognised at fair value with any subsequent changes recognised in profit or loss, 
and are consequently not systematically amortised.  

For determination of the fair value, reference is made to a specific value, mainly provided through 
external appraisals carried out by independent third parties who possess recognised professional 
qualifications and have experience in the specific type of properties. These appraisals are based on the value 
per square meter as estimated based on assessments made by the land registry office for buildings located in 
the same area and used for the same purpose, and take into consideration the state of upkeep and future 
potential of the property. 

2.6. Financial assets and liabilities 

The financial assets and liabilities acquired or held mainly for sale are classified as “Financial assets 
or liabilities at fair value through profit or loss”. 

Fair value measurement 

The fair value of financial assets and liabilities at fair value through profit or loss and available-for-
sale financial assets, on initial recognition, is determined on the basis of the transaction price, and is 
therefore equal to the consideration paid or received. 

Subsequently, and at each reporting date, the fair value of financial instruments listed on an active 
market is determined on the basis of market prices. The market prices used for derivatives are the bid prices, 
whereas ask prices are used for financial liabilities. The fair value of instruments that are not listed on an 
active market is determined using valuation techniques based on a series of methods and assumptions 
relating to market conditions at the reporting date.  

The fair value of non-derivative financial instruments is determined by discounting future cash flows 
at the market interest rate at the reporting date. 

Non-derivative financial assets and liabilities, except for equity instruments, with fixed or 
determinable payments, that do not have a quoted market price in an active market and are not included in 
any of the above categories, are classified as “Loans and receivables” and are carried at amortised cost using 
the effective interest method. The amortised cost of current loans and receivables, and all short-term trade 
payables and receivables for which the time value of money is immaterial, is deemed to correspond to their 
carrying amount. 

Determination of impairment losses 

All financial assets and liabilities, with the exception of “Financial assets and liabilities at fair value 
through profit or loss”, are tested for impairment in accordance with IAS 39, paragraphs 58-70. 

A financial asset is impaired when there is objective evidence that one or more events have had an 
adverse effect on estimated future cash flows generated by that asset. 

An impairment loss on a financial asset measured at amortised cost is the difference between the 
carrying amount and the present value of estimated future cash flows discounted at the asset’s original 
effective interest rate. An impairment loss on an available-for-sale financial asset is determined with 
reference to the fair value of that asset. 

All impairment losses are recognised in profit or loss. Any accumulated impairment losses relating to 
an available-for-sale financial asset previously recognised in equity, if considered material and permanent, 
are transferred to profit or loss even if the financial asset has not been derecognised. 
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Losses are reversed if the subsequent increase in recoverable amount can be objectively related to an 
event occurring after recognition of the impairment loss. Reversals of impairment losses on assets carried at 
amortised cost and available-for-sale assets which are debt instruments are recognised in profit or loss. 

2.7. Property, plant and equipment 

Investments in operating assets 

Property, plant and equipment are recorded at purchase or production cost, including directly 
attributable costs, and are shown net of accumulated depreciation and any impairment losses determined in 
accordance with the methods set out below. Any item of property, plant and equipment consisting of 
different components with varying useful lives is accounted for separately. 

Property, plant and equipment are measured at cost, net of accumulated depreciation and impairment, 
with the exception of land which is not depreciated and is carried at cost net of accumulated impairment. 

Ordinary maintenance costs are charged to the year they are incurred, while the costs to replace parts 
of fixed assets and extraordinary maintenance costs are capitalised when it is probable that future measurable 
economic benefits will arise from them. Borrowing costs relating to the purchase of property, plant and 
equipment have been capitalised in compliance with IAS 23. 

Depreciation is accounted for starting from the month in which the asset becomes available for use, or 
when it is potentially able to provide the economic benefits associated with it. Depreciation is recognised 
monthly on a straight-line basis until the end of the useful life of the relevant asset or, in the event of 
disposal, until the last month of use. 

The useful life is constantly checked taking into account any changes in the frequency of use of the 
assets and any changes in depreciation plans are applied prospectively. 

Depreciation is calculated based on the following useful lives: 

Buildings from 25 to 50 years 
Plant and equipment from 10 to 40 years 
Other equipment from 4 to 15 years 

Assets under finance leases 

Leases are arrangements by which the lessor transfers the right to use an asset for an agreed period of 
time to the lessee in exchange for payment or a series of payments. Lease arrangements that essentially 
transfer all risks and rewards deriving from ownership of the asset are defined as “finance leases” even if 
title is not transferred at the end of the lease. Finance leases are recognised as required by IAS 17, paragraphs 
20-32. Therefore, the related assets are recognised as property, plant and equipment together with the 
corresponding liability. The cost of the lease is separated into two components: financial expense, recognised 
in profit or loss, and repayment of principal, recognised as a reduction of financial liabilities. Assets held 
under finance leases are recognised at the lower of cost and the present value of minimum lease payments at 
the inception of the lease. Assets held under finance leases are depreciated over the shorter of the lease term 
and their useful lives unless there is reasonable certainty that title to the asset will be obtained at the end of 
the lease. 

“Operating leases” are defined as any arrangement for the lease of assets that is not a finance lease. 

Impairment losses 

Property, plant and equipment are tested for impairment whenever there is specific objective evidence 
thereof. The test involves estimating the recoverable amount of the asset, defined as the higher of net selling 
price and value in use, compared to its carrying amount. The recoverable amount is the higher of fair value 
less costs of disposal and value in use. Value in use is determined by discounting projected cash flows at a 
pre-tax discount rate that reflects current market estimates of the time value of money and the risks 
associated with the relevant asset. To the extent that the recoverable amount is less than the carrying amount, 
the carrying amount is reduced to the recoverable amount with the difference either being recognised in 
profit or loss or in a revaluation reserve previously created on the revaluation of the relevant asset. 
Subsequent revaluations are treated in the opposite way.  
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2.8. Intangible assets 

(a) Goodwill 

Goodwill is the difference between the acquisition cost of investments and the current value of the 
subsidiaries’ assets, liabilities and contingent liabilities on the acquisition date. Goodwill and other intangible 
assets with indefinite useful lives are not amortised. Recoverability of their carrying amounts is, however, 
tested annually and whenever there is objective indication of impairment. Any impairment losses recognised 
are not subsequently reversed. 

(b) Other intangible assets with finite useful lives 

An intangible asset with a finite useful life is an identifiable asset without physical substance that is 
controlled by the entity and from which future economic benefits are expected. 

Intangible assets are initially measured at cost and fair value including directly attributable expenses. 
They are then amortised on a systematic basis over their useful life, to be understood as the period of time 
over which the asset is expected to be used by the Company, generally between 3 and 5 years. Intangible 
assets are not considered to have any residual value at the end of their useful life. 

In addition, they are carried net of any impairment losses, in line with the accounting treatment for 
“Property, plant and equipment”. 

2.9. Cash and cash equivalents 

Cash and cash equivalents comprise cash on hand and demand deposits, together with short-term, 
highly liquid investments that are readily convertible to a known amount of cash and that are subject to an 
insignificant risk of changes in value (IAS 7 paragraph 7). 

2.10. Equity 

The Company’s share capital consists of ordinary and savings shares, all without par value, fully 
subscribed and paid up at the reporting date, reduced by any share capital to be received. The value of 
treasury shares is deducted from equity, in accordance with IAS 32. Such adjustments are reported in the 
notes only, whilst the historical cost of owned treasury shares is recognised separately on the face of the 
statement of financial position against equity. 

The costs for equity transactions are used directly as a reduction of reserves.  

2.11. Receivables and payables 

Receivables and payables are recognised at fair value, which normally coincides with their nominal 
value when the effect of discounting is immaterial. 

2.12. Current and deferred taxes 

The tax expense for the period includes both current and deferred tax. Income taxes are recognised in 
profit or loss, unless they relate to transactions recognised directly in equity, in which case the relevant tax is 
also recognised directly in equity. 

Current tax expense is measured at the amount of income taxes expected to be paid to taxation 
authorities, using the rates/laws that have been enacted or substantively enacted by the end of the reporting 
period. Deferred taxes are recognised using the equity method, based on temporary differences between the 
carrying amounts of the assets and liabilities and the corresponding amounts recognised for tax purposes. 
Deferred taxes are not recognised for the following temporary differences: initial recognition of an asset or 
liability other than in a business combination which, at the time of the transaction, does not affect accounting 
profit (loss) or taxable profit (loss); differences associated with investments in subsidiaries and interests in 
joint arrangements, but only to the extent that it is probable that the reversal will not occur in the foreseeable 
future. Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, based on tax rates/laws that have been enacted or 
substantively enacted by the end of the reporting period. Deferred tax assets and deferred tax liabilities can 



207 

only be offset if the entity has the legal right to settle current tax amounts and the deferred tax amounts are 
levied by the same taxing authority on the same entity or different entities that intend to settle current tax 
amounts on a net basis or realise the asset and settle the liability at the same time.  

Deferred tax assets are only recognised to the extent that it is probable that future taxable profit will be 
available against which the temporary difference will be utilised. The carrying amount of deferred tax assets 
is reviewed at the end of each reporting period and reduced to the extent that it is no longer probable that 
sufficient taxable profit will be available to allow the benefit of part or all of that deferred tax asset to be 
utilised. 

2.13. Employee benefits 

Post-employment benefits are payable under plans which, depending on their economic substance, are 
classified either as a “defined contribution” plan or a “defined benefit” plan. Under a defined contribution 
plan, the Group’s obligation is limited to the payment of contributions to a separate legal entity, and consists 
of the contributions due at the end of the reporting period.  

Liabilities under defined benefit plans, such as post-employment benefits pursuant to article 2120 of 
the Italian Civil Code, less any plan assets, are determined, with the assistance of an independent expert, on 
the basis of actuarial assumptions and the attribution of benefits to periods of service. Actuarial gains and 
losses relating to defined benefit plans arising from changes in actuarial assumptions or plan terms and 
conditions are recognised in other comprehensive income.  

2.14. Provisions for risks and charges 

Provisions for risks and charges are liabilities, the amount or due date of which are uncertain. The 
entity must recognise a provision if, and only if: 

 a present obligation (legal or constructive) has arisen as a result of a past event; 

 it is probable that resources will be needed to produce economic benefits to meet the 
obligation; 

 the amount of the obligation can be estimated reliably. 

The amount recognised as a provision is, therefore, the best estimate of the expenditure required to 
settle the present obligation at the end of the reporting period or transfer it to a third party. Where the time 
value of money is material, the provision is equal to the present value of expenditures required to settle the 
obligation. 

2.15. Dividends 

Dividends to be paid are recognised as liabilities only in the year in which they were approved by the 
Shareholders' Meeting. Dividends to be received are recorded only when the Shareholders’ right to receive 
payment has been established. 

2.16. Non-current assets held for sale (IFRS 5) 

Non-current assets are classified in this category when it is expected that their carrying amount will be 
recovered mainly through sale rather than through continuing use. The sale must be highly probable, within 
12 months of classification as held for sale. If the sale is expected to be concluded after more than one year, 
the costs to sell are measured at their current value. Any increase in the present value of the costs to sell that 
arises from the passage of time shall be presented as a financial component in the income statement. 

2.17. Revenue recognition 

Revenues arising from the provision of services, including the guarantees granted, are recognised 
based on the progress of the service at the reporting date. 
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Costs and other operating expenses are recognised as a component of the result when they are incurred 
based on the accruals principle referring to revenues and when they do not fulfil the requirements for 
recognition as balance sheet assets. 

2.18. Finance income and expense 

Finance income and expense are recognised in profit or loss based on their maturities. 

2.19. Earnings/(loss) per share 

Basic and diluted earnings/(loss) per ordinary share are calculated in the following manner: 

a) the numerator is equal to profit or loss attributable to the Parent company, adjusted by the profit or 
loss that is to be set aside, for the current year, for outstanding savings shares less any savings 
treasury shares held directly or through subsidiaries; 

b) the denominator of “basic earnings per share” is the weighted average number of ordinary shares 
outstanding during the period less ordinary treasury shares; 

c) the denominator of “diluted earnings per share” is the weighted average number of ordinary shares 
adjusted by adding the number of any new ordinary shares that could be issued through: 

i) conversion of all outstanding warrants; 

ii) exercise of all stock options granted, if any. 

For this calculation, it was assumed that warrants were converted and stock options exercised at the 
beginning of the half year and that the conversion and exercise did not result in increased income or 
decreased expenses. 

The calculation at 31 December 2017 of the basic earnings per share was done by taking the Group net 
profit (loss) net of the amount due to savings shares, attributable to holders of outstanding ordinary shares, 
and the weighted average number of outstanding shares which was 395,493,510, taking account of any share 
splits and/or reverse share splits and any increases/reductions in share capital pursuant to IAS 33 paragraph 
64.  

2.20. Use of estimates 

The preparation of the consolidated financial statements and notes thereto in accordance with IFRSs 
requires management to make estimates and assumptions that affect the reported amounts of assets and 
liabilities. The estimates were mainly used to determine: the fair value of investments in equities and funds, 
investment property, the useful lives of non-current assets and the related recoverable amount, allowance for 
impairment, any impairment losses, the cost of employee benefits, the estimated current and deferred tax 
charges, the estimated indefinite useful lives of intangible assets and other provisions. 

These estimates and assumptions are periodically checked and any variations are immediately 
recognised in profit or loss. At the end of the reporting period, the Directors were of the opinion that the 
estimates and assumptions used were the best indicators of the actual amounts given the information to hand. 
In addition, the Directors believed that the estimates and assumptions adopted did not imply any material 
adjustments to carrying amounts of assets and liabilities. 

2.21. Accounting standards not yet applied 

As at 31 December 2017, some new standards and interpretations, already endorsed by the European 
Union, were not yet mandatory to apply and Intek Group did not opt for early adoption as at 31 December 
2017. 

Some of the most important standards are detailed below: 

 On 28 May 2014 the IASB issued the standard IFRS 15 – Revenue from Contracts with Customers 
which, together with further clarifications issued on 12 April 2016, will replace IAS 18 – Revenue 
and IAS 11 – Construction Contracts, as well as the interpretations IFRIC 13 – Customer Loyalty 
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on or after 1 January 2019. Earlier application is permitted. We are currently estimating the possible 
effects of introducing these amendments on the financial statements. 

 On 12 December 2017 the IASB issued the document “Annual Improvements to IFRSs 2015-2017 
Cycle” which includes the amendments to some standards as part of the annual improvement 
process. The main amendments concern:  

- IFRS 3 Business Combinations and IFRS 11 Joint Arrangements: the amendment clarifies that 
when an entity obtains control of a business that represents a joint operation, it must remeasure 
the interest held previously in that business. Conversely, this process is not required when joint 
control is obtained. 

- IAS 12 Income Taxes: this amendment clarifies that all the tax effects connected to dividends 
(including the payments on financial instruments classified under shareholders' equity) must be 
recognised coherently with the transaction that generated the profits (income statement, OCI or 
shareholders' equity). 

- IAS 23 Borrowing costs: the amendment clarifies that for loans that remain in existence even 
after the qualifying assets is ready for use or sale, they become a part of the loans used to 
calculate the financing cost. 

These amendments are effective for periods beginning on or after 1 January 2019. Earlier application 
is permitted. No significant impacts are expected on the financial statements  

 On 11 September 2014 the IASB issued an amendment to IFRS 10 and IAS 28 – Sale or 
Contribution of Assets between an Investor and its Associate or Joint Venture. The document was 
published to resolve the current conflict between the requirements of IAS 28 and IFRS 10.  

Pursuant to IAS 28, the profit or loss from the sale or transfer of a non-monetary asset to a joint 
venture or associated company in exchange for a share of the latter’s capital is restricted to the share 
held in the joint venture or associated company by other investors who are not involved in the 
transaction. Conversely, IFRS 10 requires recognition of all the profit or loss in the event of losing 
control of a subsidiary, even if the entity continues to have a non-controlling interest therein, and the 
sale or transfer of a subsidiary to a joint venture or associated company also falls under this 
requirement. The amendments introduced provide that in a disposal/transfer of an asset or a 
subsidiary to a joint venture or associated company, the profit or loss to be recognised in the 
assignor’s financial statements depends on whether or not the assets or the subsidiary that was 
sold/transferred constitute a business, in the sense of IFRS 3. If the assets or subsidiary which was 
sold/transferred constitute a business, the entity shall recognise the profits or the losses for the entire 
share previously held; on the other hand, the portion of the profits or losses relative to the share that 
continues to be held by the entity must be derecognised. Currently, the IASB has suspended 
application of this amendment. We are currently assessing the possible effects of introducing these 
amendments on the financial statements. 

 On 30 January 2014 the IASB issued IFRS 14 – Regulatory Deferral Accounts which allows only 
first-time adopters to continue to recognise the amounts relative to assets subject to regulated fees 
(“Rate Regulation Activities”) according to the previous accounting principles that had been 
adopted. Since the Group is not a first-time adopter, this standard cannot be applied. 
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4. Notes to the consolidated financial statements as at 31 December 2017 

4.1. Investments in equity interests and fund units 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Investments in subsidiaries and associates 476,206  440,384  13,087  22,735  
Investments in other companies 7,012  12   -   7,000  
Mutual fund units 5,055  5,008   -   47  
Other investments 1,210   -    -   1,210  
Investments in equity interests and fund units 489,483  445,404  13,087  30,992  

The breakdown of the item is as follows: 

Name Registered 
office Activity 

Percentage 
of interest 

as at 
31/12/2017 

31/12/2016 
Immobiliare 

Pictea 
merger 

ErgyCapital 
merger Increases Decreases 

Positive 
change 
in fair 
value 

Negative 
change in 
fair value 

31/12/2017 

KME AG Osnabrück 
(D) Industrial 100.00% 411,546   -    -    -    -   44,823   -   456,369  

ErgyCapital SpA (*) Florence Alternative 
Energy   4,461   -   (6,673)  -    -   2,212   -    -   

ErgyCapital investments (*)   Alternative 
Energy    -    -   7,640  2,847  (9,509)  -   (139) 839  

Breda Energia SpA in liquidazione 
Milan Holding 

company 100.00% 6,162   -    -    -    -    -    -   6,162  

KME Beteiligungsgesellsch.mbH Osnabrück 
(D) Real Estate 100.00% 1,300   -    -    -    -    -   (157) 1,143  

Tecno Servizi Srl (*) Varedo Real Estate   1,700  (1,700)  -    -    -    -    -    -   

Fossati Uno Srl Milan Real Estate 35.00% 782   -    -   69   -    -   (337) 514  

Rede Immobiliare Srl (*) Milan Real Estate   2,362  (2,362)  -    -    -    -    -    -   

Progetto Ryan 2 Srl in 

liquidazione  Milan In liquidation 100.00% 299   -    -    -   (304) 5   -    -   

Intek Investimenti Srl Milan Deeds of 
Arrangement 100.00% 680   -    -    -    -    -   (263) 417  

Progetto Ryan 3 in liquidazione Milan Furniture 100.00% 1,103   -    -    -    -    -   (1,103)  -   

Culti Milano SpA Milan Furniture 72.04% 9,227   -    -   2,206   -    -   (908) 10,525  

Mecchld Srl Milan Credit broker 20.00% 217   -    -    -    -    -    -   217  

Il Post Srl Milan Publishing 19.90% 545   -    -    -    -    -   (525) 20  

Total subsidiaries and associates       440,384  (4,062) 967  5,122  (9,813) 47,040  (3,432) 476,206  

Ducati Energia        -   7,000   -    -    -    -    -   7,000  

Other minor investments       12   -    -    -    -    -    -   12  

Other investments        12  7,000  -   -   -   -   -   7,012  

Total investments       440,396  2,938  967  5,122  (9,813) 47,040  (3.432) 483,218  

I2 Capital Partners Fund       4,992  -   -   211  (919) 771  -   5,055  

Value Secondary Investment 
SICAR       16  -   -     (16)   -    -   

Total fund units       5,008  -   -   211  (935) 771  -   5,055  

Culti Milano Warrant       -   -   -   -   -   1,210  -   1,210  

Total other investments       -   -   -   -   -   1,210  -   1,210  

                        

Investments in equity interests and fund units     445,404  2,938  967  5,333  (10,748) 49,021  (3,432) 489,483  

(*) The equity investment in ErgyCapital was the object of a merger by incorporation with legal effect 
from 27 December 2017. As at the effective date of the merger (1 January 2017) the fair value of the 
investment held was estimated on the basis of the adjusted shareholders' equity. The difference between this 
measurement and the previous book value, which was determined on the basis of the stock market prices, 
generated a difference of Euro 2,212 thousand, which was recognised in profit and loss. Intek Group 
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assumed direct control of ErgyCapital due to the merger. During the year, the equity investments in the 
photovoltaic sector were sold. The value thereof had previously been increased pursuant to the waiver of the 
shareholder loan. 

The equity investments in Rede Immobiliare and Tecno Servizi were merged into the instrumental 
equity investment Immobiliare Pictea Srl during 2017 with accounting effect from 1 January 2017. 

The fair value of the equity investment in KME AG has been estimated, with the assistance of an 
external consultant, based on the unlevered discounted cash flow method (UDCF), by discounting the 
operating cash flows generated by the assets themselves (net of the tax effect) at a discount rate that is 
representative of the average cost of capital (WACC, also after taxes) of 10.33% (including, as in the past, an 
additional premium of 1.5% to reflect the intrinsic risks of the forecasts, taking also into account the 
deviations that have been recorded in 2017).  

The UDCF method was applied based on economic forecasts and changes in some statement of 
financial position items included in the 2018-2022 Plan ("the Plan"), drafted and approved by the KME AG 
Board of Directors. 

Compared to last year, the Plan is characterised by a decrease in the estimate of the future cash flows 
also in light of the aforementioned deviations and worse conditions in the reference market. The main 
assumptions of the Plan are: 

 gradual recovery in sales volumes of approximately 2.4% annually (the increase in demand of 
copper at the global level (CAGR 2018-2021) is 3.1%); 

 increase in the added value (CAGR of approximately 4.6%) connected to the aforementioned 
rise in volumes and the assumed increase in the price of copper. The increase in the price of 
copper is supported by the forecasts within the studies published by the main financial 
operators (CGAR 2018-2021 amounting to 3.6%, BMI Copper Report); 

 significant recovery in EBITDA mainly due to the impact of the restructuring plans put in 
place by the directors during the last years, the increased focus on raising productivity and the 
increase in product margins; 

 investments are essentially stable at 5.5% of net invested capital. 

The terminal value was calculated assuming a long-term EBITDA equal to the average EBITDA of 
the Plan over the last 5 years (explicit period), amortisation equal to investments and using a long-term 
growth rate "g" equal to zero.  

The projection of the cash flows is based on estimates made by the management of the company 
which however exclude any incoming or outgoing flows that could be due to future restructuring, 
improvements or optimisation of the operations officially not approved. 

The WACC rate was determined on the basis of the following parameters: 

 risk free-rate: weighted average of the 10-year government bonds in each country in which the 
Group operates; 

 market risk premium: equal to 5.5%, in line with the Italian valuation practices; 

 debt cost: 10-year USD swap rate at 31 December 2017 plus a 2.41% spread, for a total gross 
rate of 4.41%; 

 Unlevered Beta: average of unlevered beta factors of a sample of comparable listed 
companies; 

 Additional Alpha premium on the cost of own capital equal to 4%. 

It should be noted that in 2016 the cash flows were discounted using a WACC discount rate of 9.98% 
(also increased by an additional premium of 1.5%), net of taxes. This rate took into account an average risk-
free rate of about 1.26%, a market risk premium of 5.5% and an average interest rate calculated using the 
same procedures as in this year. 

The calculation relative to the 2017 test was furthermore subjected to a sensitivity analysis using a 
WACC from 9.33% to 11.33% and a growth rate "g" from zero to 2% and two alternative scenarios for the 
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determination of the terminal value calculating assuming (i) a long-term EBITDA equal to the average Plan 
EBITDA of the last three years and (ii) a long-term EBITDA equal to the EBITDA of the last year of the 
plan (2022). In both scenarios a discount rate representative of the average cost of capital (WACC) was used 
on the TV flow, increased by an additional premium of 1.5% to reflect the risk intrinsic in the forecasts 
taking into account the historical deviations that have been recorded. 

The values fluctuate between a minimum of Euro 453.9 million and a maximum of Euro 458.8 million 
and they were compared with other values resulting from other methods in particular using the market 
transaction multiples method with the EV/EBITDA multiple, calculated by using historical EBITDA. The 
first was calculated based on historical data, using the 2017 EBITDA. The multiplier identified on the basis 
of similar businesses in terms of the market multiples was 9.44x, while for the transaction multiples the 
multiplier was equal to 8.17x.  

The average of the control methods essentially confirmed the results of the main methods, with 
deviations of less than 10%. The value of the equity investment was therefore estimated on the basis of the 
average value from the main method equal to Euro 456.4 million. 

The above estimation process is characterised by a significant level of complexity and subjectivity, 
based, on the case of the Unlevered Discounted Cash Flow, on assumption regarding, among other things, 
the expected cash flows of the investee, the determination of an appropriate discount rate (WACC) and a 
long-term growth rate (g-rate); these assumptions are influenced by future expectations and market 
conditions, particular with regard to the European copper market. The application of the methodologies 
which are based on multiples, in relation to the selection and definition of the benchmark samples, are also 
subjective elements.  

The equity investment in Culti Milano and the relative warrants, both of which are listed on the AIM 
market, were measured at the stock market prices as at 31 December 2017. 

For other investments, reference was mainly made to the equity value of the same, adjusted on the 
basis of the current values of the related assets.  

The units in “Investment funds” relate almost entirely to the Intek Group holding (19.15%) in the I2 
Capital Partners investment fund managed by the subsidiary I2 Capital Partners SGR SpA. The value of the 
shares as at 31 December 2017 is equal to Euro 5,055 thousand, up by Euro 63 thousand compared to 31 
December 2016. This increase is attributable for Euro 771 thousand to the positive effects of the valuation 
and for Euro 211 thousand to payments made. During the year, reimbursements were received totalling Euro 
919 thousand. The fair value has been calculated based on the fair value communicated by the management 
company to the investors of the individual fund investments net of other financial assets and liabilities. 

4.2. Non-current financial assets 

This item can be broken down as follows:  

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Receivables due from related companies 3,595  46,731  5,560  (48,696) 
Guarantee fees receivable  -   2,001   -   (2,001) 
Other non-current financial assets 10,050  50   -   10,000  
Non-current financial assets 13,645  48,782  5,560  (40,697) 

The decrease in the “Receivables due from related companies” mainly portrays the reclassification 
made to current assets of the Euro 35,000 loan to the subsidiary KME AG, with expiration on 30 September 
2018. This loan, which accrued interests at an annual rate of 3.75%, was repaid early in February 2018. 
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The breakdown of receivables to subsidiaries and associates is as follows: 

 Fossati Uno Srl 2,664  

 Società Agricola Agrienergia Srl 290 

 Società Agricola Carmagnola Srl 266 

 Mecchld 200 

 NewCocot      175 

 3,595 

Società Agricola Agrienergia and Società Agricola Carmagnola are two companies operating in the 
biogas area which were previously controlled by ErgyCapital. 

During the year, the loan to subsidiary Progetto Ryan 3 was completely written down to adjust it to its 
recovery value. 

“Guarantee fees receivable” are the present value of guarantee fees that are receivable in more than 12 
months, for guarantees issued by the Parent company to banks on behalf of the non-consolidated subsidiaries 
to which the loans were extended. These receivables were matched by payables of an equal amount. There 
were no commissions to be received in later than 12 months as at 31 December 2017, due to the expiration of 
the guaranteed loans. 

“Other non-current financial assets” increased on account of the establishment of guarantee deposits 
for companies ensuring the loan in support of KME operations. 

4.3. Property, plant and equipment: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Buildings 10,721  11,072   -   (351) 
Plant and equipment  -    -    -    -   
Other assets 375  425  6  (56) 
Advances and assets under development 227  22   -   205  
Property, plant and equipment 11,323  11,519  6  (202) 

With reference to the item “Buildings”, the most significant amount refers to the building located in 
Milan - Foro Buonaparte 44, where the parent company Intek and other group companies have their 
headquarters. 
  



218 

The changes during the year and those of the previous year can be summarised as follows: 

(in thousands of Euro) Buildings Plant and 
equipment 

Moveable 
property Advances Total 

Gross amount 13,506   -   2,279  22  15,807  
Accumulated amortisation (2,434)  -   (1,854)  -   (4,288) 
Total at 31 December 2016 11,072   -   425  22  11,519  
  

    
  

Gross amount at 31 December 2016 13,506   -   2,279  22  15,807  
Purchases in the period  -    -   37  205  242  
Change in scope of consolidation (cost)  -    -   127   -   127  
Disposals (cost)  -    -   (38)  -   (38) 
Gross amount at 31 December 2017 13,506   -   2,405  227  16,138  
  

    
  

Accumulated amortisation at 31 December 2016 (2,434)  -   (1,854)  -   (4,288) 
Change in scope of consolidation (depreciation 
provision)  -    -   (120)  -   (120) 

Amortisation, depreciation, impairment and write-
downs (351)  -   (84)  -   (435) 

Disposals (accumulated depreciation)  -    -   28   -   28  
Accumulated amortisation at 31 December 2017 (2,785)  -   (2,030)  -   (4,815) 
  

    
  

Gross amount 13,506   -   2,405  227  16,138  
Accumulated amortisation (2,785)  -   (2,030)  -   (4,815) 
Total at 31 December 2017 10,721   -   375  227  11,323  

The advances were paid against the works in progress for the restructuring of the fifth and sixth floors 
at Foro Buonaparte, 44 – Milan. 

4.4. Investment property 

(in thousands of Euro) 

Total at 31 December 2016 3,566  
Change in scope of consolidation 15,006  
Reclassifications 1,786  
Fair value adjustments (608) 
Total at 31 December 2017 19,750  

The breakdown by property is as follows: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Reclassifications Change 

Ivrea 3,090  3,200   -   -  (110) 
San Marcello Pistoiese 334  334   -   -   -  
Limbiate - Varedo 14,508   -  15,006   -  (498) 
Padua 843   -   -  843   -  
Sezze 718   -   -  718   -  
Torchiarolo 225   -    -  225   -  
Castronno 32  32   -   -   -  
Total at 31 December 2017 19,750  3,566  15,006  1,786  (608) 
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The reclassifications refer to properties which were previously recognised under “Non-current assets 
held for sale” the negotiations for the sale of which have currently been halted. 

4.5. Intangible assets 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Other 6  6   -    -   
Intangible assets 6  6   -    -   

The intangible assets shown above relate to software and have finite useful lives. 

The changes in the year were as follows: 

(in thousands of Euro)  

Gross amount 13  
Accumulated amortisation (7) 
Total at 31 December 2016 6  
    
Gross amount at 31 December 2016 13  
Purchases in the period 2  
Gross amount at 31 December 2017 15  
    
Accumulated amortisation at 31 December 2016 (7) 
Amortisation, depreciation, impairment and write-downs (2) 
Accumulated amortisation at 31 December 2017 (9) 
    Gross amount 15  
Accumulated amortisation (9) 
Total at 31 December 2017 6  

4.6. Other non-current assets 

The breakdown of the item is as follows: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Guarantee deposits 6  470  1  (465) 
Receivables from the sale of equity investments  -    -    -    -   
Other receivables  -    -    -    -   
Other non-current assets 6  470  1  (465) 

The decrease in the item is relative to the reclassification under current assets of Euro 466 thousand 
relative to guarantee deposits paid for the sale of a property, the lien on which expired at the end of 2017. 
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4.7. Current financial assets 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Financial receivables from related companies 36,796  16,631  (2,267) 22,432  
Guarantee fees receivable 2,377  3,891   -   (1,514) 
Financial assets held for trading 67  324   -   (257) 
Investments in securities  -   4,775   -   (4,775) 
Other current financial assets 150  2,000   -   (1,850) 
Current financial assets 39,390  27,621  (2,267) 14,036  

“Financial receivables from related companies” mainly include: 

 Euro 35,000 thousand representing the balance in favour of KME AG which had previously 
been classified under non-current financial assets; 

 Euro 865 thousand which represents the balance of the existing interest-bearing loan to 
Società Agricola Agrienergia Srl. 

“Guarantee fees receivable” are the present value of fees that are receivable within 12 months, for 
guarantees issued by the Intek Group S.p.A. to banks on behalf of the Group companies to which loans were 
granted. These receivables are matched by payables of an equal amount.  

As at 31 December 2016, the “Financial assets held for trading” included Euro 257 thousand for the 
ErgyCapital shares that were cancelled at the time of the merger. 

“Investments in securities” referred to harmonised UCIs (investment funds) and were sold during 
2017. 

The item “Other current financial assets” included Euro 2,000 thousand of time deposits at banks 
which were released during 2017. In reference to the Consob Communication no. DEM/11070007 of 5 
August 2011 which drew on the document issued by the European Securities and Markets Authority 
(ESMA), it is specified that the company has no investments in sovereign debt securities. 

4.8. Trade receivables 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Due from customers - gross amount 635  479  152  4  
Allowance for impairment (264) (180) (138) 54  
Due from customers - net amount 371  299  14  58  
Due to related companies 6,531  7,407  604  (1,480) 
Receivables from factoring/leases 6,511  6,742   -   (231) 
Trade receivables 13,413  14,448  618  (1,653) 

The receivables “Due from related companies” at 31 December 2017 mainly referred to guarantees 
issued. 

"Receivables for leasing and factoring” relate to non-performing loans from the business previously 
handled by Fime Leasing and Fime Factoring. The change is mainly due to the collections during the period. 
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4.9. Other current receivables and assets 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Tax assets 1,575  4,216  205  (2,846) 
Receivables from special situation activities 3,510  3,511   -   (1) 
Accruals and prepayments 56  93   -   (37) 
Receivables due from related companies 232  1,628  1,828  (3,224) 
Other receivables 2,131  1,151  260  720  
Other current receivables and assets 7,504  10,599  2,293  (5,388) 

The “Tax assets” include credits for direct taxes of Euro 615 thousand and VAT credits of Euro 865 
thousand, of which a refund was requested for Euro 279 thousand while Euro 410 thousand will be offset 
during 2018. 

The “Receivables for special situation activities” consist of Euro 2,000 thousand of credits relative to 
the Isotta Fraschini proceedings, to be distributed in 2018 and Euro 1,510 thousand are loans secured by 
mortgages. 

“Receivables due from related companies” include both for 2017 as well as 2016 only positions 
arising from the tax consolidation. 

The “Other receivables” item has increased due to advances paid against projects under way and the 
reclassification of the guarantee deposit mentioned previously.  

Prepayments and accrued income are due to the recording of prepayments mainly for travel costs and 
services to be used in subsequent periods. 

All the receivables are due within twelve months. 

4.10. Cash and cash equivalents 

“Cash and cash equivalents” consist of bank and post office accounts and cash on hand. 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Bank and post office accounts 28,870  10,438  221  18,211  
Cash on hand 16  6   -   10  

Cash and cash equivalents 28,886  10,444  221  18,221  

Please see the statement of cash flows for the cash flows of the year. 

4.11. Non-current assets held for sale 

The item referred to properties that had been reclassified as “Investment properties”. 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Properties held for sale  -   1,784   -   (1,784) 

Non-current assets held for sale  -   1,784   -   (1,784) 
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4.12. Equity attributable to owners of the Parent 

For an analysis of the changes in consolidated equity, reference should be made to the “Statement of 
changes in equity”. 

During the year the Intek Group Convertible Loan of 2012/2017 was converted into share capital; it 
was already recognised under components of shareholders’ equity based on its characteristics. 

Moreover, on 27 December 2017, after the merger of ErgyCapital into Intek entered into effect, a 
further 18,914,116 new ordinary Intek shares were issued to service the swap with the former ErgyCapital 
shareholders (except Intek); these shares too had no nominal value. 

4.13. Employee benefits 

The item refers to “Post-employment benefits” and is broken down as follows: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Executives 64  174  2  (112) 
Clerical workers 220  196  58  (34) 
IAS adjustment 38  41   -   (3) 
Employee benefits 322  411  60  (149) 

The changes in the item were as follows: 

(in thousands of Euro) 31 Dec 
2016 

Change in 
scope of 

consolidation 
Increases Decreases Contributions 

to the fund 
31 Dec 
2017 

Executives 174  2  45  (26) (131) 64  
Clerical workers 196  58  51  (19) (66) 220  
IFRS differences 41   -   1   -   (4) 38  
Employee benefits 411  60  97  (45) (201) 322  

The main criteria used in the measurement of “Employee benefits” are as follows: 

General criteria 31 Dec 2017 31 Dec 2016 

Discount rate 0.88-1.30% 0.86-1.31% 
Rate of increase in future remuneration 0.5-1.0% 0.5-1.0% 
Average remaining working life 8.2-13.1 years 8.7-10.8 years 
General criteria     

A discount rate based on the “Iboxx Eurozone Corporate AA” index was used also at 31 December 
2017 for the actuarial valuation of post-employment benefits. 

4.14. Non-current financial payables and liabilities 

The breakdown of the item is as follows: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Due to banks 6,463  6,768  952  (1,257) 
Payables for financial guarantees issued  -   2,001   -   (2,001) 
Due to lease companies  -   3   -   (3) 
Due to others 166  292   -   (126) 
Non-current financial payables and liabilities 6,629  9,064  952  (3,387) 
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The payables to “Credit institutions”, including with reference to the division between the short term 
and the medium-long term portions can be broken down as follows: 

(in thousands of Euro) Current Non-current Total 

Intesa SanPaolo 280  440  720  
Banco di Brescia 40  230  270  
Banco BPM 467  5,317  5,784  
Mediocredito centrale 5,021   -   5,021  
Mortgage loans 5,808  5,987  11,795  
        
Friulia loan 745  476  1,221  
        
Payables due to banks 6,553  6,463  13,016  

No financial covenants apply to the existing loans.  

The loan entered into with Banco BPM, expiring in July 2030, has a variable rate of 1-month Euribor 
plus 2.80 points. An interest rate swap contract was concluded to hedge the interest rate risk for the same 
duration. The notional amount is amortising 100% of the loan hedged with a fixed rate of 0.99%. The fair 
value of this instrument as at 31 December 2017 is included in “Due to others”. The mortgage on the 
property at Foro Buonaparte 44 in Milan was used as a guarantee.  

The Intesa Sanpaolo loan expires on 30 June 2020 and it provides for interests based on six-month 
Euribor plus a spread of 0.9 points, while the UBI loan, which matures on 30 June 2024, provides for six-
month Euribor plus a spread of 1.25 points. The Intesa Sanpaolo loan is guaranteed through a mortgage on 
the Ivrea property, while the UBI loan is guaranteed by a mortgage on the Padua properties. 

The Mediocredito Centrale loan, guaranteed by a mortgage on the Varedo property, is relative to two 
mortgages which expired on 31 December 2015 and includes Euro 4,841 thousand in capital and Euro 180 
thousand in estimated accrued interests. The official agreement for the extension of these mortgages had not 
yet been concluded on the date of these financial statements and therefore the debt was classified as being 
due in the upcoming year. 

The Friulia loan refers to a non-current portion of a loan taken out by the incorporated entity 
ErgyCapital, with expiration on 31 December 2019 which features a 5% interest rate. 

For further details on the item “Payables for financial guarantees issued”, reference should be made to 
note 4.2 “Non-current financial assets”. 

4.15. Bonds 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Intek Group Bonds 2015/2020 101,215  100,990   -   225  
Bonds 101,215  100,990   -   225  

The “Intek Group 2015-2020 bonds” with maturity in February 2020 and remuneration at a fixed rate 
of 5%. The par value of the issue is Euro 101,703,751.20, while the book value was recorded net of the issue 
costs, which are deferred along the duration of the security so as to determine a constant effective interest 
rate. The change during the year is connected to the progressive recognition of the issue costs in profit and 
loss. 

  



224 

4.16. Other non-current liabilities 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Liabilities for “special situations” 692  1,471   -   (779) 
Other liabilities 800  850   -   (50) 
Other non-current liabilities 1,492  2,321   -   (829) 

“Liabilities for special situations” originated as part of compositions with creditors. The movements 
during the year refer to the classification under current liabilities of a debt paid in March 2018, pursuant to 
the ruling of the Court of Cassation. The amount is relative the untraceable creditors in the former FEB – 
Ernesto Breda SpA proceedings. 

“Other payables”, amounting to Euro 800 thousand, arise from an investment agreement concerning 
the Fossati Uno initiative, which provides for payment to the counterparty of part of the proceeds arising 
from the initiative. 

4.17. Provisions for risks and charges 

A summary of the movements relating to the provisions for risks and charges is as follows: 

(in thousands of Euro) 31.12.2016 Change in scope 
of consolidation Increases Releases/ 

uses 31.12.2017 

Provisions for equity investment 
risks  -   245  613   -   858  

Provisions for risks for tax 
disputes 300   -    -    -   300  

Provision for special situations’ 
risks  2,731   -    -    -   2,731  

Provisions for risks on 
guarantees for the disposal of 
assets 

1,337   -    -   (401) 936  

Other provisions for risks and 
charges 164  216  50  (216) 214  

Total 4,532  461  663  (617) 5,039  

The “Provisions for equity investment risks” from the merger with ErgyCapital are allocated for equity 
investments with negative shareholders’ equity. The allocation for the year refers to the subsidiary 
Energetica Solare in liquidazione. 

The “Provisions for risks for tax disputes”, unchanged from 31 December 2016, contain, among other 
things, a provision for VAT which resulted from fraud involving non-existent transactions in which the Fime 
Group, which handled the leasing and factoring, was the damaged party. This provision has been established 
to cover the entire risk of the dispute, for which the Court of Cassation’s ruling is awaited. 

The “Provisions for risks on guarantees for the disposal of assets“ refer to an allocation connected to 
the commitments assumed upon disposal of an equity investment and is relative to a tax assessment which 
became final after the Court of Cassation issued its ruling in 2015. In 2017, the liabilities relative to the tax 
assessment notices received were settled, while awaiting definition of the residual amounts to be paid. 

“Provisions for special situations risks” mainly refer to the allocation of Euro 2,597 thousand made in 
2014 following a negative ruling issued by the Naples Court of Appeal (Corte di Appello) for a dispute 
initiated by the bankruptcy receivers of a former leasing client. The ruling of the Court of Cassation is 
awaited. 

“Other provisions for risks and charges” contain, among others, allocations for disputes with former 
employees. 

At the publication date of these consolidated financial statements, there were no other significant 
contingent liabilities. 
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4.18. Current financial payables and liabilities 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Due to related companies 4,409  3,823  4,391  (3,805) 
Shares of expiring loans 6,553  806  5,488  259  
Interest expense on bonds 4,375  4,389   -   (14) 
Payables for financial guarantees issued 2,377  3,891   -   (1,514) 
Overdrafts on the bank accounts of the former 
ErgyCapital 59   -    -   59  

Due to lease companies 2  6  53  (57) 
Current financial payables and liabilities 17,775  12,915  9,932  (5,072) 

“Due to related companies” contains the balance of the current account, held at market rates with 
remuneration set at Euribor plus a spread, mainly with the following subsidiaries: 

 Euro 3,608 thousand with Breda Energia. 

 Euro 773 thousand with Energetica Solare. 

The item “Shares of expiring loans” includes amounts falling due within twelve months of the long-
term loans as mentioned above.  

For further details on the item “Payables for guarantees issued”, reference should be made to the item 
“Non-current financial assets”. 

The item “Interest expense on bonds” refers to the coupon paid in February 2018. 

During the year, no new loans were taken out nor were there any draw downs of previous loans. Any 
increases refer to the accrued interests only. 

The net financial position with the details of its main components pursuant to Consob Communication 
no. 6064293 and CESR recommendation of 10 February 2005 “Recommendations for the consistent 
implementation of the European Commission's Regulation on Prospectuses” is presented in the 
“Management report” rather than in these notes. 

4.19. Trade payables 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Due to suppliers 2,213  896  1,445  (128) 
Due to related companies 434  131  555  (252) 
Trade payables 2,647  1,027  2,000  (380) 

The carrying amount of trade payables is believed to approximate their fair value. 

4.20. Other current liabilities 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Due to employees 502  202  233  67  
Due to social security institutions 172  122  87  (37) 
Tax liabilities 450  207  65  178  
Payables to directors for end of office indemnity 774  746   -   28  
Payables due to related companies 985  1,242  2,966  (3,223) 
Other liabilities 2,497  1,672  22  803  
Other current liabilities 5,380  4,191  3,373  (2,184) 
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“Payables to directors for end of office indemnity” refer to the residual amount due to the Chairman 
for the end of office indemnity accrued to 31 December 2012, the date on which the office ended. The 
amount in question has been accruing interest of 5% since 2014. The Chairman has allowed extension of the 
payment expiration date to 31 December 2018. 

The item “Due to employees” mainly refers to amounts which have accrued but have not yet been 
settled, including leaving incentives agreed with the employees of ErgyCapital. 

The item “Due to social security institutions” refers to contributions withheld from employees or 
associates or which are incumbent upon the company. 

Both as at 31 December 2017 and 31 December 2016, the item “Tax liabilities” mainly refers to 
payables to the tax authorities, for withholding amounts. 

The item “Payables due to related companies” includes the payables to directors for accrued 
remuneration and the residual debt of Euro 848 thousand payable to Progetto Ryan 3 for the purchase of the 
Culti Milano shares. In 2016 the amount mainly referred to group VAT debt positions. 

The “Other liabilities” item includes the payable for the “special situations” activities paid in March 
2018, which had previously been classified under “Other non-current liabilities” and payables to former 
leasing clients relative to amounts collected as advances from customers which were not offset with credit 
items. 

4.21. Deferred tax assets and liabilities 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 
Change in 
scope of 

consolidation 
Change 

Deferred tax assets 5,310  5,866  1,694  (2,250) 
Deferred tax liabilities (3,536) (3,080) (1,115) 659  
Deferred tax assets and liabilities 1,774  2,786  579  (1,591) 

As at the reporting date of these consolidated financial statements, the Group recorded deferred tax 
assets on tax losses carried forward amounting to Euro 2.6 million. Moreover, there are losses of Euro 0.3 
million for which no deferred tax assets were recognised. 
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Deferred tax assets and liabilities can be broken down by asset and liability item as follows: 

(in thousands of Euro) 
Deferred tax assets Deferred tax liabilities 

31 Dec 2017 31 Dec 2016 31 Dec 2017 31 Dec 2016 

Property, plant and equipment  -   2  (1,507) (1,556) 
Investment property 382  215   -    -   
Equity/Financial investments  -    -   (991) (455) 
Trade receivables 3,328  3,860  (1,036) (1,063) 
Other current receivables and assets 115  115   -    -   

Non-current assets held for sale  -   167   -    -   
Current financial assets  -    -   (2)  -   
Non-current financial liabilities 40  70   -    -   
Other non-current liabilities  -    -    -   (6) 
Provisions for risks and charges 729  690   -    -   
Other current liabilities 91  92   -    -   
Deferred taxes on tax losses carried forward 625  655   -    -   
Total 5,310  5,866  (3,536) (3,080) 
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4.22. Related party disclosures 

The tables below show the relations involving payables, receivables, costs and revenue with related 
parties. The transactions which generated these items were carried out at arm’s length and market prices. For 
information regarding the nature of the transactions, reference should be made to the comments under the 
individual items. 

(in thousands of Euro) 

Non-
current 

financial 
assets 

Current 
financial 

assets 

Trade 
receivables 

Other 
current 

receivables 
and assets 

Financial 
payables 

and 
liabilities 

Trade 
payables 

Other 
current 

liabilities 

Breda Energia SpA in LCA  -    -    -    -   (3,608)  -    -   
E.Geo S.r.l.  -    -    -    -   (20)  -    -   
HG Power Srl in liquidazione  -   6   -    -    -    -    -   
Soc Agr. Carmagnola Srl 266   -    -    -    -    -    -   
Società Agricola Agrienergia Srl 290  865   -    -    -    -    -   
Ergyca Two Srl  -   14   -    -    -    -    -   
Ergyca Sun Sicilia  -   206   -    -    -    -    -   
Ergyca Bio  -   165   -    -    -    -    -   
ErgycaTracker 2 Srl  -    -    -    -   (4)  -    -   
ErgycaFour Srl  -    -    -    -   (4)  -    -   
Energetica Solare Srl in 

 

 -    -    -    -   (773)  -    -   
Mecchld Srl 200   -    -    -    -    -    -   
EM Moulds Srl  -    -   12   -    -    -    -   
Intek Investimenti Srl  -   39  24   -    -    -    -   
KME AG  -   35,000  5,945   -    -    -    -   
KMD Connectors Stolberg  -    -   15   -    -    -    -   
KME Brass Germany Gmbh  -    -   5   -    -   (37)  -   
KME Brass Italy Srl  -    -   20   -    -    -    -   
Tréfimétaux Sas  -    -   12   -    -    -    -   
KME Italy SpA  -    -   81   -    -   (123)  -   
KME Germany GmbH  -    -   130   -    -    -    -   
KME Yorkshire Ltd  -   291  240   -    -   (8)  -   
KME Srl  -    -   20   -    -   (140)  -   
Valika  -    -   3   -    -    -    -   
NewCocot Srl in liquidazione 175   -   15   -    -    -    -   
Progetto Ryan 3 Srl in liquidazione   -    -    -    -    -    -   (848) 
Quattroduedue SpA  -    -   9   -    -    -    -   
I2 Capital Principal  -   210   -    -    -    -    -   
Fossati Uno Srl 2,664   -    -    -    -    -    -   
Receivables from guarantees  -   2,377   -    -    -    -    -   
Receivables/Payables for tax 
consolidation  -    -    -   232   -    -    -   

Directors and Statutory Auditors  -    -    -    -    -   (126) (911) 
  3,595  39,173  6,531  232  (4,409) (434) (1,759) 

       
  

Total 13,645  39,390  13,413  7,504  (17,775) (2,647) (5,380) 

       
  

Percentage 26.35% 99.45% 48.69% 3.09% 24.80% 16.40% 32.70% 
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(in thousands of Euro) Guarantee 
fees 

Other 
operating 

income 

Other 
operating 

costs 

Finance 
income 

Finance 
expense 

Breda Energia SpA in liquidazione 
4  15   -    -   (93) 

Culti Milano SpA 1  15   -    -    -   
EM Moulds Srl 12   -    -    -    -   
ErgyCapital SpA 12   -    -    -    -   
Energetica Solare S.r.l. in liquidazione 

 -   33   -    -    -   

Ergyca Sole S.r.l. 
 -   27   -    -    -   

Ergyca Eight S.r.l.  -   59   -    -    -   
Ergyca Green S.r.l.  -   44   -    -    -   
Ergyca Industrial S.r.l. 

 -   33   -    -    -   

Ergyca Tracker S.r.l.  -   9   -    -    -   
Ergyca Tracker 2 S.r.l.  -   6   -    -    -   
Ergyca Light S.r.l.  -   39   -    -    -   
Società Agricola Agrienergia S.r.l. 

 -   45   -   56   -   

ErgycaOne SpA  -   48   -   7   -   
Intek Investimenti Srl  -   15   -    -   (1) 
KME AG 1,858   -    -   1,685   -   
KME Brass Italy 21   -    -    -    -   
KME Germany GmbH & Co. KG 34   -   (21)  -    -   
KME Italy Srl 43   -   (34)  -    -   
KME Srl  -    -   (35)  -    -   
KME Yorkshire Ltd  -    -    -   9   -   
Green Recycle 1   -    -    -    -   
Progetto Ryan 3 Srl in liquidazione 

 -    -    -   11   -   

Quattroduedue SpA  -   15   -    -    -   
Fossati Uno Srl  -    -    -   87   -   
Directors/Statutory Auditors  -    -   (892)  -    -   
  1,986  403  (982) 1,855  (94) 

      Total 3,932  1,801  (7,789) 1,860  (5,925) 

      Percentage 50.51% 22.38% 12.61% 99.73% 1.59% 
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5. Income Statement 

Pursuant to Consob Communication no. 6064293/06, it is hereby specified that the Group did not 
carry out any “atypical and/or unusual transactions” in 2017.  

5.1. Net income from investment management 

The breakdown of the item is as follows: 

(in thousands of Euro) 2017 2016 Change % Change 

Value adjustments on equity investments and 
securities 1  (50) 51  -102.00% 

Gains/losses from the sale of fund units and securities 196  (932) 1,128  -121.03% 
Value adjustments on financial receivables from 
related companies (637) (11) (626) 5,690.91% 

Measurement of investments at fair value 44,354  456  43,898  9,626.75% 

Measurement of fund units and securities at fair value 771  509  262  51.47% 

Dividends 174  105  69  65.71% 
Net income from investment management 44,859  77  44,782  58,158.44% 

This item consists of the following amounts: 

 the profits on the disposal of the funds and the securities include Euro 168 thousand relative to 
income connected to Emittenti Titoli SpA; 

 Euro 557 thousand of the value adjustments on financial receivables from related companies 
arise from the write-down of the loan to Progetto Ryan 3; 

 the fair value measurement of the equity investments includes the positive values of Euro 
44,823 thousand for KME AG, Euro 2,212 thousand for ErgyCapital and Euro 1,210 thousand 
for the Culti Milano warrants. The negative measurements include the Euro 1,103 thousand 
for Progetto Ryan 3, Euro 908 thousand for the Culti Milano shares (connected to the 
performance of the price on the exchange) and Euro 695 thousand on Energetica Solare. 

 The fair value measurement of fund units and shares includes Euro 771 thousand for I2 
Capital Fund. 

For further details please see the comments under the corresponding asset items. 

5.2. Guarantee fees 

(in thousands of Euro) 2017 2016 Change % Change 

Guarantee fees 3,932  4,005  (73) -1.82% 
Guarantee fees 3,932  4,005  (73) -1.82% 

They refer to guarantees provided for subsidiaries and mainly refer to KME AG and its subsidiaries.  
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5.3. Other income 

“Income from special situations” refers to Intek's activities connected to the undertaking of 
compositions with creditors. 

(in thousands of Euro) 2017 2016 Change % Change 

Income from “special situations” 245  1,364  (1,119) -82.04% 

Fund management fees 783  1,137  (354) -31.13% 

Lease income 65  71  (6) -8.45% 

Provision of services to related companies 403  69  334  484.06% 

Other 305  121  184  152.07% 
Other income 1,801  2,762  (961) -34.79% 

“Fund management fees” refer to the fees and charges collected by I2 Capital Partners SGR for 
managing the I2 Capital Partners Fund, which are calculated on the amount invested, as the investment 
period has ended. 

“Income from special situations” refers to Intek's activities connected to the undertaking of 
compositions with creditors. 

The item “Provision of services to related companies” contains only the amounts invoiced for the 
administrative support to companies belonging to the group, including ErgyCapital subsidiaries. 

The increase in the item “Others” refers for Euro 156 thousand to capital gains relating to ErgyCapital. 

5.4. Labour costs 

(in thousands of Euro) 2017 2016 Change % Change 

Wages and salaries (1,641) (1.209) (432) 35.73% 
Social security charges (455) (374) (81) 21.66% 
Other personnel costs (400) (267) (133) 49.81% 
Labour costs (2,496) (1.850) (646) 34.92% 

The item “Labour costs” includes Euro 748 thousand relative to ErgyCapital, including the costs from 
settlement agreements. 

Other personnel expense includes remuneration to associates of Euro 213 thousand and an allocation 
to the employees’ post-employment benefits of Euro 97 thousand. 

Average number of employees: 

  31/12/2017 31/12/2016 Change % Change 

Executives 3  4  (1) -25.00% 
  21.43% 26.67%     
Clerical workers 11  11   -   0.00% 
  78.57% 73.33%     
Total employees (average) 14  15  (1) -6.67% 
          
  100.00% 100.00%     
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Amortisation, depreciation, impairment and write-downs 

(in thousands of Euro) 2017 2016 Change % Change 

Depreciation (435) (433) (2) 0.46% 
Amortisation (2) (2)  -   0.00% 
Reversal of impairment losses on investment 
property (608) (309) (299) 96.76% 

Impairment losses  -   (798) 798  -100.00% 
Amortisation, depreciation, impairment and 
write-downs (1,045) (1,542) 497  -32.23% 

The impairment losses for 2016 referred to the write-down of the goodwill, which took place for the 
realisation of the relevant contingent assets. 

5.5. Other operating costs 

(in thousands of Euro) 2017 2016 Change % Change 

Directors’ and Statutory Auditors’ fees (1,652) (1,577) (75) 4.76% 
Professional services (2,801) (1,668) (1,133) 67.93% 
Travel costs (355) (247) (108) 43.72% 
Service fees to subsidiaries  -   1  (1) -100.00% 
Other personnel costs (94) (74) (20) 27.03% 
Legal and company disclosure (293) (184) (109) 59.24% 
Electricity, heating, postal and telephone costs (351) (237) (114) 48.10% 
Insurance premiums (326) (116) (210) 181.03% 
Training and seminars (3)  -   (3)           n/a 
Real estate leases (201) (186) (15) 8.06% 
Maintenance (78) (71) (7) 9.86% 
Leases and rentals (116) (99) (17) 17.17% 
Other tax charges (486) (380) (106) 27.89% 
Membership fees (135) (159) 24  -15.09% 
Other net costs (425) (217) (208) 95.85% 
Donations (69) (33) (36) 109.09% 
Bank fees (27) (16) (11) 68.75% 
  (7,412) (5,263) (2,149) 40.83% 
Release of provisions  -   202  (202) -100.00% 
Provision for risks (276)  -   (276)           n/a 
Losses on receivables (101)  -   (101)           n/a 
Other operating costs (7,789) (5,061) (2,728) 53.90% 

The item includes costs of Euro 1,400 thousand relative to ErgyCapital and other expenses incurred 
for the merger totalling Euro 500 thousand. 
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5.6. Net finance expense 

(in thousands of Euro) 2017 2016 Change % Change 

Interest income from related companies 1,855  2,336  (481) -20.59% 
Other finance income and interests 5  39  (34) -87.18% 
Total finance income 1,860  2,375  (515) -21.68% 
Interest paid to related companies (94) (141) 47  -33.33% 
Loan interest expense (288) (188) (100) 53.19% 
Interest expense on securities issued (5,296) (5,299) 3  -0.06% 
Other interests expense (66) (27) (39) 144.44% 
Other finance expense (181) (255) 74  -29.02% 
Total finance expense (5,925) (5,910) (15) 0.25% 
Total net financial expense (4,065) (3,535) (530) 14.99% 

Interest income and expense from related companies refer to the debit and credit positions described 
under current and non-current financial assets and current financial liabilities. The breakdown is provided in 
the paragraph regarding related parties. 

Other finance expense includes both commissions on guarantees and differentials on interest rate 
hedging contracts. 

5.7. Current and deferred taxes 

(in thousands of Euro) 2017 2016 Change % Change 

Current taxes 73  1,646  (1,573) -95.57% 
Deferred taxes 132  (880) 1,012  -115.00% 
Current and deferred taxes 205  766  (561) -73.24% 

Since 2007, Intek Group and most of its Italian subsidiaries elected to apply the “Italian domestic tax 
consolidation regime”, which allows the determination of a single IRES (Italian corporate income tax) 
taxable base equal to the algebraic sum of the taxable income and losses of each of the participating entities. 
Financial relationships, responsibilities and mutual obligations are set out in the agreement and regulation 
regarding the domestic tax consolidation arrangement, according to which taxable losses of the Parent and/or 
subsidiaries can be offset against the tax savings realised by the Parent and/or subsidiaries with taxable 
income. 

Reconciliation of theoretical tax charge and the effective charge: 

(in thousands of Euro) 2017 

Profit/(loss) before taxes 35,197  
Theoretical tax charge (tax rate used 27.9%) (9,820) 
Reconciliation:   
Other effects:  -   
- Non-deductible (expenses) and non-taxable income 78  
- Tax losses – Deferred taxes not set aside (59) 
- Impairment losses/(reversal of impairment losses) on investments and securities 10,607  
- Current taxes for previous years (150)   
- Other (451) 
Taxes recognised in profit or loss 205  
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6. Additional information  

6.1. Financial instruments by category 

  31 Dec 2017 31 Dec 2016 Change 

Financial assets at fair value through profit or loss 491,927  456,445  35,482  
Held-to-maturity assets  -    -    -   
Loans and receivables 98,825  97,107  1,718  
Available-for-sale financial assets  -    -    -   
Financial assets 590,752  553,552  37,200  
        
Financial liabilities at fair value through profit or loss (2,543) (6,184) 3,641  
Financial payables and liabilities at amortised cost (132,145) (124,117) (8,028) 
Financial liabilities (134,688) (130,301) (4,387) 

6.2. Financial instruments by financial statement item 

Financial instruments and reconciliation with financial statement items at 31 December 2017: 

(in thousands of Euro) Total At amortised 
cost At fair value Outside the 

scope of IFRS 7 

Investments in equity interests and fund units 489,483   -   489,483   -   
Non-current financial assets 13,645  13,645   -    -   
Other non-current assets 6  6   -    -   
Trade receivables 13,413  13,413   -    -   
Other current receivables and assets 7,504  5,929   -   1,575  
Current financial assets 39,390  36,946  2,444   -   
Cash and cash equivalents 28,886  28,886   -    -   
Total financial assets 592,327  98,825  491,927  1,575  

Non-current financial payables and liabilities (6,629) (6,463) (166)  -   
Bonds (101,215) (101,215)  -    -   
Other non-current liabilities (1,492) (1,492)  -    -   
Current financial payables and liabilities (17,775) (15,398) (2,377)  -   
Trade payables (2,647) (2,647)  -    -   
Other current liabilities (5,380) (4,930)  -   (450) 
Total financial liabilities (135,138) (132,145) (2,543) (450) 

The carrying amount of the financial assets and liabilities recognised in these financial statements does 
not diverge from their fair value. 

There are three levels of fair value: 

 Level 1 – quoted prices in active markets for identical assets or liabilities that the entity can 
access at the measurement date; 

 Level 2 – inputs other than quoted market prices included within Level 1 that are observable 
for the asset or liability, either directly (i.e. as prices) or indirectly (i.e. derived from prices); 

 Level 3 – unobservable inputs for the asset or liability. 
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The analysis of assets and liabilities by fair value level is as follows: 

(in thousands of Euro) Total 
fair value Level 1 Level 2 Level 3 

Investments in equity interests and fund units 489,483  11,735   -   477,748  
Non-current financial assets  -    -    -    -   
Current financial assets 2,444   -    -   2,444  
Total financial assets 491,927  11,735   -   480,192  
Non-current financial payables and liabilities (166)  -   (166)  -   
Current financial payables and liabilities (2,377)  -    -   (2,377) 
Total financial liabilities (2,543)  -   (166) (2,377) 

The share investments in Culti Milano and the relevant warrants fall under Level 1 financial 
instruments. 

6.3. Notional value of financial instruments and derivatives 

No derivative financial instruments are recognised as at 31 December 2017, except for the interest rate 
hedge on the Immobiliare Pictea mortgage loan, the notional value of which is Euro 5,812 thousand. 

6.4. Credit risk exposure and impairment losses 

The carrying amount of financial assets is the Group’s maximum exposure to credit risk. 

The ageing of trade receivables from current transactions at the date of these consolidated financial 
statements was as follows: 

(in thousands of Euro) Gross carrying 
amount 

Write-down as 
at  3    

Net carrying 
amount 

Not yet due  -    -    -   
Up to 60 days past due 181   -   181  
61 to 120 days past due  -    -    -   
121 days to 1 year past due  -    -    -   
Over 1 year past due 454  (264) 190  
Trade receivables 635  (264) 371  

The changes in the allowance for impairment were as follows: 
 

(in thousands of Euro)   

Balance at 31 December 2016 180  
Impairment losses of the year 84  
Uses  -   
Releases  -   
Balance at 31 December 2017 264  

6.5. Currency risk exposure 

At 31 December 2017, there were no assets or liabilities in a foreign currency. 
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6.6. Interest rate risk exposure 

The interest rate structure of the Group’s interest-bearing financial instruments at 31 December 2017 
was as follows: 

(in thousands of Euro) 31 Dec 2017 31 Dec 2016 

Financial assets 50  2,590  
Financial liabilities (108,220) (100,990) 
Fixed rate instruments (108,170) (98,400) 
      
Financial assets 79,411  60,822  
Financial liabilities (10,481) (4,903) 
Floating rate instruments 68,930  55,919  

A 50-basis-point increase (decrease) in interest rates at the reporting date would produce an increase 
(decrease) in equity and profit of approximately Euro 190 thousand.  

6.7. Liquidity risk exposure 

Liquidity risk can arise from difficulties in raising finance for operating activities as and when 
required. All inflows and outflows and cash balances of the consolidated companies are coordinated by the 
holding company.  
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7. Commitments and guarantees 

Intek Group is the guarantor for KME AG and its main subsidiaries operating in the copper and 
copper-alloy semi-finished products sector as follows: 

 Euro 475 million for the loan obtained from a pool of banks; 

 Euro 355 million for the agreement concluded with GE Commercial Finance for non-recourse 
factoring transactions; 

 Euro 13 million for the loan taken out with UniCredit Mediocredito Centrale (UMCC), the 
residual amount of which is Euro 9.5 million. In this case as well, Intek Group remained on 
only as the guarantor of an amount equal to Euro 13 million. 

At the beginning of 2018, the guarantee provided for the pool loan was reduced to Euro 100 million. 

There are furthermore additional guarantees for non-revolving credit lines connected to the copper 
sector of Euro 28 million, and guarantees for tax credits of approximately Euro 2.1 million expiring insofar 
as Euro 0.4 million in 2018, Euro 0.3 million in 2019 and Euro 1.4 million in 2020. 

In December 2015, Intek Group indicated its willingness to issue a guarantee of up to Euro 5.0 million 
for Associazione Dynamo for the granting of a mortgage loan for the restructuring of certain buildings 
located in Limestre. This mortgage is also secured by other real guarantees. 

Furthermore, the Parent company, as subscriber of a share of the I2 Capital Partners Fund, has a 
remaining investment commitment of Euro 1.7 million. 
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Annexes to the notes 
Reconciliation of the profit/(loss) of the Parent company Intek Group SpA and the consolidated 

profit/(loss) for the period ended 31 December 2017: 

(in thousands of Euro) 31 Dec 2017 

Profit/(loss) of Intek Group S.p.A. 36,747  
Profit/(loss) of consolidated companies (1) (1,544) 
Reversal of impairment losses on investments 325  
Amortisation of excess cost allocation on property (net of tax effect) (126) 
    
Group’s consolidated net profit/(loss) 35,402  
    
Profit/(loss) of subsidiaries for 2017   
(1)   I2 Capital Partners SGR (330) 
        Immobiliare Pictea (1,214) 
  (1,544) 

Reconciliation of the equity of the Parent company Intek Group SpA and the consolidated equity for 
the period ended 31 December 2017: 

(in thousands of Euro) 31 Dec 2017 

Parent company’s equity including profit/(loss) for the period 486,143  
Excess cost allocation on property (net of tax effect) 3,898  
Other 39  
Difference between the consolidated companies' equity and their carrying amount (5,399) 
    
Group’s consolidated equity including profit/(loss) for the period 484,681  
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CERTIFICATION OF THE CONSOLIDATED FINANCIAL STATEMENTS PURSUANT TO 

ARTICLE 154 BIS, PARAGRAPH 5 OF ITALIAN LEGISLATIVE DECREE 58/98, AS 

SUBSEQUENTLY AMENDED AND SUPPLEMENTED 

 

 
 
1. Having regard to the requirements of article 154 bis, paragraphs 3 and 4 of Italian Legislative 

Decree no. 58 of 24 February 1998, the undersigned Vincenzo Manes, Chairman, and Giuseppe 

Mazza, Manager in charge of Financial Reporting of INTEK Group SpA, hereby certify: 

• the adequacy with respect to the characteristics of the Company and  

• the effective application 

of administrative and accounting procedures for the preparation of the consolidated financial 

statements during 2017, including the policies which the Company applied in order to comply 

with the requirements of IFRS 10 in relation to Investment Entities. 

 
2. No material findings emerged in this regard.  

 
3. Moreover, they certify that: 

3.1.    the consolidated financial statements:  

a) were prepared in accordance with the applicable set of international accounting standards 

as endorsed by the European Community pursuant to Regulation (EC) no. 1606/2002 of 

the European Parliament and of the Council of 19 July 2002. The Investment Entities’ 

Accounting principle (Amendments to IFRS 10, IFRS 12 and IAS 27), as introduced by 

Regulation (EU) no. 1174/2013, was applied in these financial statements; 

b) reflect the balances recorded in the accounting books and records; 

c) give a true and fair view of the assets, liabilities, financial position and profit or loss of the 

issuer and the undertakings included in the consolidation taken as a whole; 

3.2.    the annual report includes a fair review of the development and performance of the business 

and the position of the issuer and the undertakings included in the consolidation taken as a 

whole, together with a description of the principal risks and uncertainties that they face. 

 
Milan, 28 March 2018 
 
 
 

The Chairman 
 
 

______________________ 
signed Vincenzo Manes 

 The Manager in charge of Financial 
Reporting 

 
__________________________ 

signed Giuseppe Mazza 
 



 

Report of the Board of Statutory Auditors of INTEK Group S.p.A. on 
the consolidated financial statements as at 31 December 2017 

 

 

Though not mandatory, as every year, as part of its supervisory duties in observance of the 

law and the Articles of Association which it is required to follow, the Board of Statutory 

Auditors presents a short report on the consolidated financial statements as at 31 

December 2017. 

Moreover, this report is prepared according to the principle that the arguments or 

documents submitted by the directors to the Shareholders' Meeting are examined by the 

Board of Statutory Auditors, which reports to the Shareholders' Meeting itself. 

In order to avoid unnecessary duplication, this report is complementary to the report on 

the separate financial statements as at and for the year ended 31 December 2017, and 

shall be considered as totally referred to in this report. 

ACCOUNTING STANDARDS - EFFECTS ON THE CONSOLIDATED FINANCIAL STATEMENTS 

As already detailed in the report to the financial statements, qualification as an 

investment entity as required by paragraph 27 of IFRS 10 resulted in a significant change 

(from three years now) in the representation of the consolidated financial statements 

which differs from the separate financial statements only insofar as the equity investments 

which are not measured at fair value and consolidated on a line by line basis, which 

certainly constitute the equity investments which, in accounting and measurement terms, 

have the least impact on the consolidated financial statements. 

Regarding the aforementioned fair value, as indicated in the report to the separate 

financial statements, the Board specifically verified that it has been carried out with the 

support of an independent and qualified advisor, which was E&Y SpA. 

These criteria result in the difference between the values of the separate and the 

consolidated financial statements being insignificant. 



 

The following table lists all subsidiaries consolidated on a line-by-line basis:  

Name:  
Registered 

office 
Currenc

y 

Share capital 

Activity % ownership 

        direct 
indirec

t 

Intek Group S.p.A.  Italy Euro 
         

335,069,010  Holding company 
Parent 

company   
I2 Capital Partners Sgr 
S.p.A. Italy Euro 

             
1,500,000  

Management of investment 
funds 100.00%   

Immobiliare Pictea S.r.l. Italy Euro 
                  

80,000  Real Estate 100.00%   

The changes in the consolidation area result from the mergers described in the report of 

the board annexed to the annual financial statements, i.e. the merger of ErgyCapital into 

Intek Group and the merger of the real estate companies into Immobiliare Pictea.  

Due to the latter merger, the consolidation area includes the assets from Rede Immobiliare 

and Tecno Servizi (I2 Real Estate was already included in the consolidation area).  

The equity investments held by ErgyCapital were not considered to be instrumental and 

were therefore not consolidated. 

In order to represent the marginal differences between the values of the separate and 

consolidated financial statements, it is useful to provide the reconciliation statements of 

the two accounting documents: 

Reconciliation of the profit/(loss) of the Parent company Intek Group S.p.A. and the 

consolidated profit/(loss) for the period ended 31 December 2017: 

(in thousands of Euro) 31 Dec 2017 

Profit/(loss) of Intek Group S.p.A. 36,747  
Profit/(loss) of consolidated companies (1) (1,544) 
Reversal of impairment losses on investments 325  
Amortisation of excess cost allocation on property (net of tax effect) (126) 
    
Group’s consolidated net profit/(loss) 35,402  
    
Profit/(loss) of subsidiaries for 2017   
(1) I2 Capital Partners SGR Investment (330) 
        Immobiliare Pictea (1,214) 
  (1,544) 

 



 

Reconciliation of the equity of the Parent company Intek Group S.p.A. and the 

consolidated equity for the period ended 31 December 2017: 

(in thousands of Euro) 31 Dec 2017 

Parent company’s equity including profit/(loss) for the period 486,143  
Excess cost allocation on property (net of tax effect) 3,898  
Other 39  

Difference between the consolidated companies' equity and their carrying amount (5,399) 

    
Group’s consolidated equity including profit/(loss) for the period 484,681  
  
The above clearly and exhaustively shows the marginal difference between the data of the 

income statement and the balance sheet of the separate and consolidated financial 

statements. 

ACCOUNTING DOCUMENTS WHICH COMPRISE THE CONSOLIDATED FINANCIAL 

STATEMENTS 

The Chairman of the Company, Vincenzo Manes, and the Manager in charge of Financial 

Reporting of Intek Group S.p.A., Giuseppe Mazza, on 28 March 2018, provided the Directors 

and Statutory Auditors with a written statement, also for the purposes of article 154 bis of 

Legislative Decree 58/1998, certifying the adequacy, for a company of this type, of the 

management and accounting policies for the preparation of separate and consolidated 

financial statements for 2017, and their compliance with international financial reporting 

standards. 

Exhaustive information has been provided in the Consolidated financial statements 

(accounting standards, notes and annexes). 

Information on key indicators of both financial and non-financial performance can be 

extracted from the tables contained in the notes to the financial statements. 

Information on the most important events, related party and/or intra-group transactions in 

2017, reports and representations made by shareholders or third parties and, in general, 

oversight and controls, is contained in the Report of the Board of Statutory Auditors on the 

separate financial statements for the year. 



 

The Independent Auditors Deloitte & Touche S.p.A., with which the Board of Statutory 

Auditors had the necessary contact, issued on 6 April 2018 an unreserved opinion certifying 

its positive judgment on the financial statements and disclosure systems for the year. 

In conclusion, the Board of Statutory Auditors is of the opinion that the consolidated 

financial statements and accompanying documents adequately reflect the Group’s 

financial position and results of operations as at 31 December 2017. 

The consolidated financial statements and accompanying documents have only been 

provided to Shareholders for information purposes and do not require approval. 

Milan, 6 April 2018 

 

THE BOARD OF STATUTORY AUDITORS 

The Chairman of the Board of Statutory Auditors 

(signed Marco Lombardi) 

 

The Standing Auditor 

(signed Francesca Marchetti) 

 

The Standing Auditor 

(signed Alberto Villani)  
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