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COMPOSITION OF THE CORPORATE BODIES* 
 
 

 

Board of Directors 

 

Chairman and Chief Executive Officer  Ambrogio Caccia Dominioni 
 

Vice Chairman        Alfredo Brignoli 
      Gianluca Bolelli (2) 

    

        

Directors     Sergio Arnoldi (1) (2) (3) 

Gioacchino Attanzio (1) (2) (3) 

Caterina Caccia Dominioni (3) 

Guido Giuseppe Maria Corbetta (1) 

Michele Carlo Felice Milani  

Luca Poggi 

Gianluca Vacchi 

 

 

 
(1) Independent Directors 

(2) Member of the Internal Audit Committee 

(3) Members of the Compensation Committee 
(*)    Corporate offices to 11 November 2010 
 

 

 
Board of Statutory Auditors 
 

Chairman     Simone Cavalli 

Statutory Auditors    Stefano Chirico 
 Claudio Melegoni 

 

Alternate Auditors    Attilio Marcozzi 
  Stefania Rusconi 

 

Independent Auditors    Reconta Ernst & Young S.p.A. 

 

Powers of the corporate officers 

 

Pursuant to the articles of association (Art. 19), the Chairman and Chief Executive Officer separately represent the company legally for the execution 
of the resolutions of the Board of Directors for the exercise of the powers attributed by the Board itself. 

 

With its resolution dated 23 February 2010, the Board of Directors appointed a Vice Chairman and conferred upon the Chairman and a Vice 
Chairman the powers of ordinary and extraordinary administration, except those that are strictly under the competence of the Board and those which 

the law reserves for the Shareholders' Meeting. 
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STRUCTURE OF THE TESMEC GROUP AS AT 30 SEPTEMBER 2010 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
(1) The remaining 25% is held by Simest S.p.A., as provided by the agreement signed between the parties on 15 December 

2009, for accounting purposes the shareholding of the Issuer in TESMEC USA is consolidated in full on a line by line basis. 
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TESMEC Service S.p.A. 
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Locavert SA 

(38.63%) 

TESMEC BETA 

(66%) 

Condux Tesmec Inc. 

(50%) 

Consorzio TR Scarl in 

liquidation 

(50%) 

 

Consorzio Lombartech 

S.c.a r.l. (19.23%) 
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Energie Locali Scarl 

(24%) 

 

Sibtechmash JSC 
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East Trenchers S.r.l. 
(24%) 
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INTERIM REPORT ON OPERATIONS 

 

INTRODUCTION 

 

This Interim consolidated financial report of Tesmec Group (hereinafter the “Group” or “Tesmec”) 

for the period ended 30 September 2010 was prepared in accordance with the International 

Financial Reporting Standards (hereinafter the IFRS or the International Accounting Standards) 

which were endorsed by the European Commission and were in effect as at 30 September 2010 and 

the report was compiled pursuant to art. 154-ter of Italian Legislative Decree 24/02/98 no. 58 and in 

compliance with Consob regulation no. 11971 of 14 May 1999, as amended. It includes the 

condensed consolidated financial statements as at 30 September 2010 prepared in accordance with 

IAS 34 and the explanatory notes which are useful for the comprehension of the interim 

consolidated statement of financial position for the period ended 30 September 2010 and the interim 

consolidated income statement for the first nine months of 2010. For this reason, this report does 

not contain all the information required by the annual financial statements and must be read 

together with the Group’s consolidated financial statements for the year ended 31 December 2009. 

 

SIGNIFICANT EVENTS OCCURRED DURING THE PERIOD 
 

On 1 July 2010 the listing on the Borsa Italiana’s Star market was concluded successfully and the 

trading of the shares of the Parent Company Tesmec S.p.A. began. 

A total of 53,230,000 shares were assigned to 1,348 buyers as part of the IPO. Of these shares, 

16,500,000 derived from the share capital increase of Tesmec S.p.A. and 36,730,000 from the sale 

by Selling Shareholders. Following the share capital increase, Tesmec S.p.A. has a share capital of 

Euro 10,708,400 composed of 107,084,000 shares with a nominal value of Euro 0.1 each. The 

subscription of the share capital increase by new shareholders brought Tesmec S.p.A. proceeds of 

Euro 10,377 thousand, net of “Sponsor” fee, on 1 July 2010. 

 

The systematic growth of sales of the Group in the first nine months of 2010 compared to the 

previous  period reached 35%, broken down as follows between the two segments: 

 

Stringing  + 49.7% 

Trencher + 17.9% 

 

The adjusted EBITDA of the Group (before non-recurring expenses of Euro 2.7 million) reached 

Euro 15 million in the first nine months of 2010, posting a 62% increase compared to the same 

period last year. 

 

The net financial indebtedness of the Group stood at Euro 38.9 million at the end of September 

2010, compared to Euro 46.2 million as at 31 December 2009.  
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Activity, market of reference and operations in the first nine months of 2010 

 

The TESMEC Group (hereinafter “TESMEC” or the “Group”) is mainly active in designing, 

manufacturing and selling integrated solutions for the construction and maintenance of 

infrastructures such as: aerial and underground networks and pipes (pipelines). 

In particular, the Group operates through two product lines for the design, production and sale of: 

- machines and integrated systems for stringing power lines and fibre optic cables and the 

stringing of railway power networks; the products for the stringing segment are 

manufactured at the Italian production plants of Grassobbio (Bergamo), Endine Gaiano 

(Bergamo) and Sirone (Lecco); 

- high-powered crawler trenchers for the linear excavation of underground networks and pipes 

(pipelines) or for earth moving works and, to a lesser extent, multi-purpose construction 

equipment (Gallmac). The products for the trencher segment are manufactured at the 

production plants located in Grassobbio (Bergamo) and Sirone (Lecco) in Italy and 

Alvarado (Texas) in the United States of America. 

The infrastructures market for the transmission of electrical power and data and material transport 

(oil and oil derivatives, gas, water) is our leading market, which covers an area that is strategic for 

the growth and modernization of any country.  

 

In particular, with reference to stringing equipment, the main sector in which the integrated 

solutions made by the Group are used, consists of construction of infrastructures for the 

transmission of electrical power and, in particular, construction of power lines; replacement and 

maintenance of electricity lines on existing power lines and construction of infrastructures for the 

transmission of data and voice and, in particular, works involving the stringing and maintenance of 

fibre optics. 

 

The Group’s final customers in this area of activity are represented by i) public-sector companies 

involved in construction or management of electric power networks, ii) contracting firms which are 

active in the construction of infrastructures for the transmission of electrical power and data, iii) 

specialized companies that work on infrastructures through sub-contracts, iv) companies that are 

mainly involved in maintaining existing power lines. 

 

In regard to the trencher equipment segment only, the markets in which the Group is active are the 

infrastructures for the realization of large scale works involving the laying of cables and pipes 

(pipelines) and earth moving works.  

 

In this segment, the Group’s direct customers are mainly composed of: i) dealers, i.e., companies 

that purchase trenchers from the Group and in turn sell or lease the trenchers, offering also post-

sales services; ii) contracting companies that operate in the infrastructures construction sector and 

iii) companies specialized in carrying out excavations that operate in a sub-contracting capacity for 

the contracting companies.  

 

In the first nine months of 2010, the stringing equipment segment experienced strong growth in the 

electric power line market, insofar as lines dedicated to the transmission of electrical power as well 

as railway power lines. This growth was the result of two factors: the launch of significant high-

voltage aerial projects using large size conductors in countries outside Europe and the continuation 

of railway electrification projects for high-speed lines in Europe but mainly in the Far East. 
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The drivers of growth for the trenchers equipment segment were mainly projects relating to the 

construction of gas pipelines in Eastern Europe and the underground infrastructures in North Africa.  

 

We hereby note that following a recovery phase in the first quarter of 2010, in the second and third 

quarter the US market experienced a stalemate in terms of new investments in infrastructures. This 

situation affected the trencher equipment segment (Tesmec USA) and the stringing equipment 

segment (Condux Tesmec). 

During the first nine months of 2010, the Group carried out specific actions defined within the 

business plan which involved, among other things, the following activities: 

 
- Research and Development  

By using its strong points as leverage, Tesmec continued along its growth strategy focused 

on the applications for aerial and underground works aimed at consolidating its own 

leadership position in the field of technological innovation and the expansion of the range of 

products and technologies other than the increase in the use of the TESMEC Group systems 

in replacement of traditional technologies.  

 

The significant technological innovations realised in the transmission of electrical power and 

data and the transport of materials together with increasing demand from integrated systems 

clients required TESMEC Group to make significant investments in Research and 

Development so as to maintain its leadership position in the area of technological innovation. 

Indeed, TESMEC products are currently perceived as state of the art and of a high quality 

compared to those of competitors. This positioning is the result of the continuing 

commitment to Research and Development and the attention to the quality and reliability of 

our products. The increasing demand for electricity worldwide, together with a different 

offering mix (for example, development of renewable energy sources) and materials requires 

operators to use new integrated technological solutions in order to realize new 

infrastructures in an efficient and innovative way.  

 
- Development of integrated supply services 

The TESMEC Group has continued to search integrated supply solutions that are able to 

cover the requirements expressed by clients from time to time. 

In particular, during 2010 for the trencher solutions the Group pursued a marketing approach 

aimed at developing an offer of integrated services in addition to the direct and indirect sales. 

This approach consisted in supplying trenchers to companies specialised in excavation work, 

through short or long term rental contracts, with the possibility of adding an option to 

purchase the trencher at the end of the rental period. 

 
- Geographical expansion  

The need to cover the various major markets in accordance with the significant investment 

plans made for infrastructures for the transmission of electrical power and data and material 

transport, led the Group to carry on during 2010 a strategy based on geographical expansion 

oriented towards emerging countries (BRICS) and the development of new markets that had 

been focused on very little until now (North Africa, Eastern Europe and the Arabian 

peninsula) while maintaining its position in traditional markets (North America and Europe). 

As far as North America is concerned, we hereby note that following a recovery phase in the 

first quarter of 2010, in the second and third quarter volumes reported a stalemate due to 
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lack of funds for financing new investments in infrastructures. This situation affected the 

trencher equipment segment (Tesmec USA) and the stringing equipment segment (Condux 

Tesmec). The attached table shows the total turnover reported by the Group as at 30 

September 2010 and 2009, divided by geographic area: 

 

(€ in thousands)  
 

 30 September 

2010 

30 September 2009 

Italy 5,183 2,544 

Europe and CIS 19,058 15,212 

North and Central 

America 

6,651 10,540 

India and the Middle 

East 

24,710 17,145 

Rest of the World 22,475 12,398 

Total 78,077 57,839 
 

 

Here below are summarized the key economic and financial figures of Tesmec Group as at 

September 2010 compared to the same period last year: 

 
 

30 September 2009 

  

 

 

30 September 2010 

 Key income statement data  

 (€ in thousands)  

57,839 Operating income 78,077 

9,254 EBITDA before non-recurring  

expenses 

15,021 

- Non-recurring expenses*  (2,716) 

9,254 EBITDA  

 

12,306 

6,674 Operating income 8,734 

3,370 Net income before non-recurring expenses 7,026 

3,370 Net income 5,008 

   

 Key financial position data  

62,528 Net invested capital 73,426 

16,813 Shareholders’ equity(**)  34,492 

(45,720) Net financial indebtedness (38,934) 

   

327 Number of employees 339 

     

* Non-recurring expenses exclusively related to listing costs borne for the listing process at the Milan Stock Exchange. 

**The change includes among other things the effects of the increase in capital occurred on 1 July 2010 following the Public 

Subscription Offer of Euro 10,194 thousand, net of expenses recorded under Shareholders’ equity and of their taxes (Euro 1,356 

thousand) according to IAS 32. 

In particular, the consolidated revenues increased from Euro 57,839 thousand in the first nine 

months of 2009 to Euro 78,077 thousand at 30 September 2010 with a 35.0% increase that involves 

both the stringing segment (+49.7%) and the trencher segment (+17.9%). The increase mainly 

involved the Indian market for stringing the African market for the trencher segment. 
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This increase in sales volumes was accompanied by increased margins, in absolute as well as 

relative terms. 

To provide more detailed information, we considered necessary to provide the EBITDA figure 

before non-recurring expenses; these expenses were borne for the IPO aimed at listing the shares of 

the Company on the STAR Market managed by Borsa Italiana S.p.A. In particular, it is pointed out 

that, as provided by IAS 32, costs borne for the listing process and directly linked to the expected 

capital and reserves increase because directly related to the issue of shares for subscriptions by 

Tesmec, of Euro 1,768 thousand, were directly recognised as change in shareholders' equity (equity 

transactions) when financial flows deriving from the successful completion of the offering during 

the third quarter of 2010. For the portion not directly related to the issue of shares for subscriptions 

by Tesmec, of Euro 2,716 thousand, they were charged to the income statement as at 30 September 

2010.  

Within the current assets were recorded costs for Euro 973 thousands prior to the formalization of 

the agreements that will define their accountancy treatment. 

The consolidated EBITDA before non-recurring expenses set forth above increased from Euro 

9,254 thousand or 16% of revenues as at 30 September 2009 to Euro 15,021 thousand or 19.2% of 

revenues as at 30 September 2010. 

Net income increased from Euro 3,307 thousand or 5.8% of revenues, for the first nine months of 

2009 to Euro 5,008 thousand or 6.41% of revenues as at 30 September 2010. Net profit before non-

recurring expenses would have been Euro 7,026 thousand (9% of revenues). 

The main factors that caused the improvement in the EBITDA before non-recurring expenses and in 

the net result compared to 30 September 2009 are summarised below: 

(i) Positive effect on margins in absolute terms deriving from the increase in volumes of 

the stringing segment obtained with constant historical levels of profitability carried 

out (19%); 

(ii) The increase in revenues from the trencher equipment segment (Euro 4,806 thousand 

or a 17.9% increase in the first nine months of 2010 compared to the same period 

last year) mainly refers to sales performed in North Africa and Eastern Europe with a 

focus on the Balkan area, with higher than average profit margins; these are the first 

significant sales by the Group in these markets that have a very promising potential 

for growth. 

(iii) The trencher segment’s revenues in the Middle East (Euro 11.970 thousand in 2010; 

Euro 9.234 thousand as at 30 September 2009) that increase in absolute terms and in 

profitability percentage;  

(iv) The supply of trenchers to South African customers under rental contracts. In the 

first nine months of 2010 these activities continued successfully by generating 

revenues of Euro 4,302 thousand with an operating income greater than 50% of the 

sales revenue. These revenues were not present in the accounting statement as at 30 

September 2009. 

We note that, as disclosed in the interim consolidated financial report as at June 2010, the 

creation and registration of the representation office in China has been completed. This 

office will be in charge of enlarging the direct presence of the Group in the Chinese market, 

which represents a very important objective in terms of volume as well as technology. 

On 1 September 2010, the East Trencher S.r.l. company was established with a share capital of Euro 

30,000 of which Tesmec S.p.A. subscribed a 24% share. For Tesmec, this company can represent 

the opportunity to develop the rental business especially in the Balkan area.  
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With regard to the performance of the subsidiaries and associated companies included in the 

consolidation area and the development of their activities, we note that: 

 

- Tesmec USA Inc., a company which is 75% owned by Tesmec S.p.A. and 25% by Simest 

S.p.A. (with an option of Tesmec to repurchase the Simest’s shareholding interest), is based 

in Alvarado (Texas) and operates in the trenchers segment. In the first nine months of 2010 

it experienced several difficulties in concluding the potential ongoing negotiations because 

of the weak demand for investment assets that characterized the US market. The revenues 

amounted to Euro 7,926 thousand while the EBITDA was Euro 410 thousand. 

- Tesmec Beta, a company which is 66% owned by Tesmec S.p.A. with Headquarters in 

Plovidiv (Bulgaria) aims to develop sales of trenchers in the Balkans where interesting 

projects are in place, especially in the oil & gas and civil infrastructures area. The company, 

which is not operational for the time being, has negative EBITDA for Euro 58 thousand. 

However, numerous offers have been presented and they should be finalized over the next 

few months. 

- Tesmec Service S.p.A., which is 100% owned by Tesmec S.p.A. and based in Costa 

Volpino (Bergamo), was created in order to develop the service activity, primarily in support 

of the trenchers equipment segment. To September 2010, this company’s revenues 

amounted to Euro 192 thousand and its EBITDA was Euro 129 thousand. As previously 

noted, the interest from customers for such integrated services has increased and should lead 

to even further consolidation of the company activities in the last quarter of the year and in 

2011.  

- Condux Tesmec Inc, a joint venture which is 50% owned by Tesmec SpA and 50% by US 

shareholder Condux, which is based in Mankato (USA), has been active since June 2009 in 

selling products for the North American stringing equipment market. The company has been 

consolidated using the equity method and generated revenues for Euro 4.2 million in the first 

nine months of the year. The profits added to the Group’s consolidated financial statements 

were Euro 64 thousand.   

- Locavert Sa, an associated company 38.63% owned by Tesmec S.p.A. and based in 

Bouillargues, France, leases trenchers and carries out excavation works. It is consolidated 

using the equity method and in the half year, this company posted Euro 1 million in 

revenues and an EBITDA of Euro 0.1 million.  

- Consorzio Stabile Energie Locali Scarl, a cooperative company which is 24% owned by 

Tesmec Service S.p.A. and operates in the design and execution of works and services for 

the transport of power and data and its registered office is in Brescia. During the first nine 

months of the year it began operations by taking part in two calls for tenders for lighting 

services and telecommunications which have not been awarded yet.  

- The other associated companies, Sibtecmash Jsc, Consorzio Lombartech Scarl and 

Consorzio TR Scarl under liquidation, are currently not operational. 
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Income statement and balance sheet situation as at 30 September 2010  
 
 

Balance sheet 

 

Following is the information regarding the Group's main equity indicators, as at 30 September 2010 

compared to 31 December 2009. In particular, shown below is the reclassified sources of uses and 

funds statement from the consolidated balance sheet as at 30 September 2010 and as at 31 

December 2009: 

 
(€ in thousands) As at 30 September 2010 As at 31 December 2009 

USES   

Net working capital (1) 47,572 43,111 

Fixed assets and other long-term assets 25,864 25,230 

Long-term assets and liabilities (10) (1,284) 

Net invested capital (2) 73,426 67,057 

SOURCES   

Net financial indebtedness (3) 38,934 46,198 

Shareholders’ equity 34,492 20,859 

Total sources of financing 73,426 67,057 

(1) The net working capital is calculated as current assets net of current liabilities excluding financial assets and financial liabilities. The net working 
capital is not a recognized measure of financial performance or liquidity under IFRS. The valuation criteria applied by the Company may not 

necessarily be the same as those adopted by others and therefore not necessarily comparable therewith. 
(2) The net invested capital is calculated as net working capital plus non-current assets less non-current liabilities excluding non-current financial 
liabilities. The net invested capital is not a recognized measure of financial performance or liquidity under IFRS. The valuation criteria applied by the 

Company may not necessarily be the same as those adopted by others and therefore not necessarily comparable therewith. 
(3) The net financial indebtedness is calculated as the amount of cash and cash equivalents, current financial assets including available–for–sale 
securities, non-current financial liabilities, fair value of hedging instruments and other non-current financial assets. 
 

A) Net working capital 

 

Following is a detail of the composition of the “Net Working Capital” as at 30 September 2010 and 

31 December 2009:  

 
(€ in thousands) As at 30 September 

2010 

As at 31 December 

2009 

Trade receivables 35,540 28,456 

Inventories 45,201 41,966 

Trade payables (29,007) (21,804) 

Other current assets (liabilities)  (4,162) (5,507) 

Net working capital (1) 47,572  43,111 
(1) The net working capital is calculated as current assets net of current liabilities excluding financial assets and financial liabilities. The net working 

capital is not identified as an accounting element by the IFRS. The valuation criteria applied by the Company may not necessarily be the same as 

those adopted by others and therefore not necessarily comparable therewith. 

The increase in the net working capital is partly due to the increase in the sales volumes that lead to 

a growth in the absolute value of the trade receivables, inventories and trade payables. With regard 

to the trade receivables, we hereby note that certain sales carried out at the end of 2009 have 

extended payment terms. 

The increase in inventories is mainly related to the increase in sales volumes generated in the first 

nine months of the financial period but also to the slow-down of sales reported on the American 

market that lead to an increase in absolute value of finished products from Euro 6,587 thousand to 

Euro 8,068 thousand (+ 22.5%). The growth in the trade payables line is due to the procurement of 

materials and production components that took place during the first nine months of the year and 

that was strictly linked to the sales’ volumes and to the order backlog in addition to trade payables 

related to costs borne for listing.  
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The other current assets and liabilities changed from a negative value of Euro 5,507 thousand to a 

negative value of Euro 4,162 thousand. 

 

B) Fixed assets and other long-term assets 

 

Following is a detail of the composition of the item “Fixed assets and other long term assets” as at 

30 September 2010 and 31 December 2009: 

 
(€ in thousands) As at 30 September 2010 As at 31 December 2009 

Intangible assets  7,085 5,680 

Property, plant and equipment  17,539 17,183 

Equity investments in subsidiaries  1,235 1,144 

Financial receivables and other non-current assets  5 1,223 

   

Fixed assets and other long-term assets 25,864 25,230 

 

The fixed assets and other long-term assets increased from Euro 25,230 thousand as at 31 December 

2009 to Euro 25,864 thousand as at 30 September 2010, due to the following fluctuations: 

- an increase in intangible assets of Euro 1,404 thousand, mainly due to the effect of the 

development costs capitalised during 2010 of Euro 2,577 thousand, which were partially 

offset by the amortisation effect of the period (Euro 1,970 thousand). The development costs 

refer to costs incurred by the Group’s technical office for developing new models for the 

stringing equipment segment as well as the trencher equipment segment on the basis of 

customer’s expressed requests in key markets. 

- an increase in property, plant and equipment of Euro 356 thousand due to Euro 1,609 

thousand coming from net investments linked to the modernisation of the production plants 

of the Sirone Factory and a positive foreign exchange rate on the assets of Tesmec USA net 

of Euro 1,601 thousand of depreciations. 

-  decrease of the medium-long term financial assets mainly due to the repayments of the loans 

by the related party Reggiani Macchine amounting to Euro 1,211 thousand. 

 

 

C) Net financial indebtedness 

 

Following is a detail of the composition of the “Net financial indebtedness” as at 30 September 

2010 and 31 December 2009: 
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(€ in thousands) As at 30 

September 2010 

of which with 

related parties 

As at 31 

December 2009 

of which with 

related parties 

     

Cash and cash equivalents (7,940)  (1,443)  

Current financial assets (1) (277)  (3,373) (2,974) 

Current financial liabilities (3) 24,198  38,649  

Current financial indebtedness (2) 15,980  33,833 (2,974) 

Non-current financial liabilities 22,798  12,153  

Non current portion of derivative financial 

instruments 

155  212  

Non current financial indebtedness (2) 22,953  12,365  

Net financial indebtedness pursuant to Consob 

Communication No. DEM/6064293/2006 

38,934  46,198 (2,974) 

(1) The current financial assets as at 30 September 2010 and 31 December 2009 include the market value of shares and warrants listed on the Italian 
Stock Exchange (Borsa Italiana), which are therefore accounted as cash and cash equivalents. 
(2) Current and non-current financial indebtedness is not identified as an accounting element by the IFRS. The valuation criteria applied by the 

Company may not necessarily be the same as those adopted by others and therefore not necessarily comparable therewith. 
(3) Current financial liabilities include the financial liabilities recorded against advances received that refer to receivables assigned without recourse. 

These assignments do not fulfil the conditions set forth in IAS 39 for the writing off of the assets from the balance sheet if they do not essentially 

transfer the relative risks and benefits and therefore the receivables remain recorded in the financial statements of the TESMEC Group, even though 
they have legally been assigned, and a financial liability of an equal amount is recorded under liabilities for the advance received. The amount of the 

advances as at 30 September 2010 and 31 December 2009 amount to Euro 446 thousand and Euro 3,280 thousand respectively. The expense relating 

to the assignments without recourse to the factoring company amount to Euro 27 thousand and Euro 58 thousand respectively as at 30 September 
2010 and 31 December 2009. We note furthermore that the Tesmec Group does not assign receivables with recourse. 

 

In the first nine months of 2010, the Group’s net financial indebtedness decreased compared to 

2009 by Euro 7,264 thousand, due to the combined effect of the following fluctuations: 

 decrease of the current financial indebtedness from Euro 33,833 thousand to Euro 15,980 

thousand mainly due to the capital increase, the increase in medium/long term indebtedness 

and the decrease in current financial liabilities linked to the closure of all financial 

receivables from related parties that were included in the consolidated financial statements 

of the Group as at 31 December 2009;  

 increase of the non-current financial indebtedness from Euro 12,365 thousand to Euro 

22,953 thousand mainly due to (i) the debt towards Simest (Società Italiana per le Imprese 

all’Estero S.p.A.) of Euro 3,696 thousand and (ii) a new long term unsecured loan for Euro 

6,000 thousand signed with BNL and with a duration of 8 years.  

The change in the financial position described above led to a change of the net financial 

indebtedness composition as per Consob Communication DEM/6064293/2006, in which the short-

term debt component decreased during the 2010 period from 73.2% to 41%.  
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Income statement 
 

The comments provided below refer to the comparison of the consolidated profit and loss figures as 

at 30 September 2010 to those as at 30 September 2009.  

The main profit and loss figures for the nine months of 2010 and 2009 are presented in the table 

below: 

 
(€ in thousands)  30 September 

2010 % of 

revenues 
2009 % of 

revenues 

     

Revenues from sales and services 78,077 100 % 57,839 100 % 

Cost of raw materials and consumables (34,802) 44.57 % (23,961) 41.43 % 

Cost of services (15,422) 19.75 % (12,628) 21.83 % 

Non-recurring costs for services  (2,716) 3,48%% - 0% 

Payroll costs (13,045) 16.71 % (11,915) 20.60 % 

Other operating (costs)/revenues, net (2,364) 3.03 % (2,269) 3.92 % 

Depreciation and amortisation (3,572) 4.57 % (2,580) 4.46 % 

Research and development costs capitalised 2,577 3.30 % 2,188 3.78 % 

Total operating costs (69,344) 88.81 % (51,165) 88.46 % 

Operating income 8,734 11.19% 6,674 11.54 % 

Financial expenses (2,494) 3.19 % (2,683) 4.64 % 

Financial income 1,282 1.64 % 553 0.96 % 

Portion of  gains/(losses) from equity investments evaluated using the equity method 0 0 % 48 0,08 % 

Pre-tax profits 7,522 9.63 % 4,592  7.94 %  

Income taxes (2,514) 3.22 % (1,222) 2.11 % 

Net profit for the period 5,008 6.41 % 3,370 5.83 % 

Non controlling interests (20) 0,03 % (3) 0,01 % 

Equity holders of the parent 5,028 6.44 % 3,373 5.83 % 

 

Following is a restatement of the profit and loss figures that represents the performance of 

EBITDA: 

 

(*) The EBITDA is represented by the operating income gross of amortization/depreciation. The EBITDA thus defined represents a measurement 
used by the company’s management to monitor and assess the company’s operating performance. The EBITDA is not identified as an accounting 

element by the IFRS and thus is not to be considered as an alternative measurement for the assessment of the performance of the Group’s operating 

income. As the composition of the EBITDA is not governed by the reference accounting standards, the criterion for determination applied by the 
Group may not be in line with the criterion adopted by others and is therefore not comparable. 

 

 

 

  

 30 September 

(€ in thousands) 2010 % of 

revenues 

2009 % of 

revenues 

 

      

Operating income 8,734 11.19 % 6,674 11.54 %  

 + Amortisation/Depreciation  3,572 4.57 % 2,580 4.46 %  

EBITDA (*) 12,306 15.76 % 9,254 16 %  
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The operating revenues and costs by segment are summarized in the table below:   

 

 30 September 

(€ in thousands) 2010 2009 

Stringing 

equipment 

Trencher Consolidated Stringing 

equipment 

Trencher Consolidated 

Revenues from sales and services 46,485 31,593 78,077 31,052 26,787 57,839 

Operating costs net of depreciation and 
amortisation and of non-recurring costs 

(37,716) (25,340) (63,056) (25,031) (23,554) (48,585) 

EBITDA without non-recurring expenses   8,768 6,253 15,021 6,021 3,233 9,254 

Effect on revenues 19% 20 % 19% 19% 12% 16% 

Non-recurring expenses (1,656) (1,060) (2,716) - - - 

EBITDA 7,113 5,193 12,306 6,021 3,233 9,254 

Effect on revenues 15% 16% 16% 19% 12% 16% 

The increase in revenues as at 30 September 2010 (+35%) compared to 30 September 2009 is 

mainly due to the higher performance shown both by the stringing equipment segment (+49.7%) 

and by the trencher equipment segment (+17.9%). In absolute terms, the stringing equipment 

segment shows an increase in revenues over the 9 months period of Euro 15,433 thousand and the 

trencher equipment segment of Euro 4,806 thousand. Specifically, these fluctuations lead to a 

different sales’ mix, with an higher incidence of the stringing equipment sector than the trencher’s 

one (60% on total revenues as at 30 September 2010 and 54% on total revenues as at 30 September 

2009). 

The increase in revenues of the stringing equipment sector occurred thanks to the sales trend of 

Emerging countries, in the Indian and Russian market in particular, whereas the American Market 

slowed down the growth shown at the beginning of the year. The trencher segment's revenues in the 

African continents both for machine sales and for service activities and in Eastern Europe offset the 

effects of the protraction of the USA crisis and a slow-down of sales in Western Europe. 

In terms of margin, the strong increase achieved by the turnover of trencher services in the third 

quarter helped in increasing the margin data in relative terms whereas the incidence of stringing 

equipment sales on the Indian market, characterised by a greater competitiveness, lead to a slight 

drop in percentage margin of the segment. 

The cost trend shows on the one side an increase in the cost of materials due to the sales mix carried 

out with a greater utilisation of third party processing and on the other hand a positive volume effect 

on the other cost items including service costs whose percentage weight on revenues decreased 

from 21.83% to 19.75% but especially payroll costs that decreased from 20.60% to 16.71%. The 

financial management shows a decrease in absolute terms and in percentage of financial expenses 

resulting from the positive performance of net financial indebtedness and an increase in income due 

to the positive exchange-rate differences recorded due to the EUR/USD exchange-rate trend. 

 

Management and types of financial risks  

As far as the management of financial risks, please see the paragraph “Financial risk management 

policy” that is contained in the Notes to the Annual Consolidated Financial Statements as at 31 

December 2009, where the Group’s policies in relation to the management of financial risks are 

presented. 
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Atypical and/or unusual and non-recurring transactions with related parties  
 

In compliance with the Consob communications of 20 February 1997, 27 February 1998, 30 

September 1998, 30 September 2002 and 27 July 2006 we specify that no transactions took place 

with related parties of an atypical or unusual nature that are far removed from the company’s 

normal operations or such as to harm the profits, balance sheet or financial results of the Group.  

The transactions with related parties are part of normal operations, within the context of the activity 

of each individual involved, and were carried out at arm’s length.  

For significant intercompany and related parties information please see paragraph “Related parties 

transactions” in the Notes. 

Group Employees 

 

The total employees of the Group as at 30 September 2010, including the employees of companies 

consolidated proportionately, are 339 persons compared to 342 as at 31 December 2009. 

 

Other information 

 

Italian Legislative Decree No. 196/2003 -The Privacy Act  
 

Pursuant to Italian Legislative Decree no. 196 of 30 June 2003 “Code regarding the protection of 

personal data” the company proceeded to reassess and adjust its security systems in light of the 

standards required by the relevant legislation. 

Within the timeframe set by the law, the company prepared and updated the Programme Document 

on Security in which the measures protecting the processing of personal data and the operating 

structure in charge of processing and managing this data are described. 

The security measures adopted by the company are periodically updated each year, in relation to the 

advances in the science and technology or the evolution of the organization itself, so as to ensure 

the safety of the data and the relative processing thereof. 

Treasury shares 
 

We hereby inform you that Tesmec S.p.A. does not hold, nor did it hold during the period, whether 

directly or indirectly or through subsidiaries, trust companies or through third parties, any treasury 

shares or shares of the parent company. 
 

Dividend distribution 

 

The Shareholders’ Meeting of Tesmec S.p.A. resolved on 23 February 2010 to distribute a dividend 

for 2009 amounting to Euro 2.5 million (Euro 0.02 per share), which as at the date of this report was 

fully paid. 
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Subsequent events and business outlook 

 

 

For 2010, the combined effect of the existing backlog and the forecast to acquire important orders 

in the last quarter of the year, is deemed to allow the Tesmec Group to close the year with an 

increase in turnover, compared to the 2009 financial period, basically in line with what was 

recorded in the first 9 months of the year. However, some uncertainty elements remain and are 

based upon the Euro/Dollar exchange rate continue, the occurrence of the recovery of the USA 

market, and the unfreezing of important orders in the Middle East and in Northern Africa. 
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CONDENSED CONSOLIDATED FINANCIAL STATEMENTS as at 30 

September 2010 

 

Consolidated financial statements  
 

Consolidated statement of financial position  

 

(€ in thousands) Notes    30 September 31 December  

  2010 2009 

NON–CURRENT ASSETS     

Intangible assets  7,085 5,680 

Property, plant and equipment  17,539 17,183 

Equity investments evaluated using the equity method  1,235 1,144 

Other equity investments  2 2 

Financial receivables and other non-current financial assets   3 1,221 

   of which with related parties:  - 1,211 

Deferred tax assets  4,269 3,367 

TOTAL NON–CURRENT ASSETS   30,132 28,597 

CURRENT ASSETS    

 Inventories  1 45,201 41,966 

 Trade receivables  2 35,540 28,456 

   of which with related parties:  4,637 3,045 

 Tax receivables  7 1,075 

Available–for–sale securities  18 114 

Financial receivables and other current financial assets 3 259 3,259 

   of which with related parties:  - 2,974 

Other current assets 4 3,832 3,343 

Cash and cash equivalents   7,940 1,443 

TOTAL CURRENT ASSETS   92,798 79,656 

TOTAL ASSETS   122,930 108,253 

SHAREHOLDERS’ EQUITY     

EQUITY ATTRIBUTABLE TO PARENT COMPANY 

SHAREHOLDERS 

   

 Share capital   10,708 9,058 

 Reserves   18,766 4,420 

 Net income for the period   5,028 7,368 

TOTAL EQUITY ATTRIBUTABLE TO PARENT COMPANY 

SHAREHOLDERS  

5 34,502 20,846 

NON-CONTROLLING INTERESTS     

 Minority interest in capital and reserves   10 3 

 Net income / (loss) for the period attributable to minority interests   (20) 10 

 TOTAL NON-CONTROLLING INTERESTS   (10) 13 

 TOTAL SHAREHOLDERS’ EQUITY   34,492 20,859 

NON–CURRENT LIABILITIES    

Interest bearing financial payables 6 22,798 12,153 
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Derivative financial instruments  155 212 

Employee benefit liability  2,940 3,211 

Deferred tax liabilities  1,338 1,440 

TOTAL NON–CURRENT LIABILITIES   27,231 17,016 

CURRENT LIABILITIES     

Interest bearing financial payables (current portion) 7 24,198 38,649 

Derivative financial instruments  - - 

Trade payables  8 29,007 21,804 

   of which with related parties:  75 85 

Advances from customers 9 513 4,777 

Income taxes payables  2,673 1,716 

Provisions for risks and charges  694 748 

Other current liabilities   4,122 2,684 

TOTAL CURRENT LIABILITIES   61,206 70,378 

TOTAL LIABILITIES   88,437 87,394 

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES   122,930 108,253 
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Consolidated Income statement  

 

(€ in thousands)  Notes  30 September  

2010 Of which 

non 

recurring 

2009 Of which 

non 

recurring 

Revenues from sales and services 10 78,077  57,839  

of which with related parties:  4,350  2,729  

Cost of raw materials and consumables  (34,802)  (23,961)  

    of which with related parties:  (1)  -  

Cost of services 11 (18,137) (2,716) (12,628)  

   of which with related parties:  (31)  (515)  

Payroll costs  (13,045)  (11,915)  

Other operating (costs)/revenues, net  (2,364)  (2,269)  

   of which with related parties:  (1,188)  (755)  

Depreciation and amortisation  (3,572)  (2,580)  

Research and development costs capitalised  2,577  2,188  

Total operating costs  (69,344)  (51,165)  

Operating income  8,734  6,674  

Financial expenses  (2,494)  (2,683)  

   of which with related parties:  -  -  

Financial income  1,282  553  

   of which with related parties:  40  -  

Portion of  gains/(losses) from equity 

investments evaluated using the equity method 
 -  48  

Pre-tax profits  7,522  4,592  

Income taxes  (2,514)  (1,222)  

Net profit for the period  5,008  3,370  

Non-controlling interests  (20)  (3)  

Equity holders of the parent  5,028  3,373  

Basic and diluted earnings per share*  0.047  0.037  

*The total number of shares as at 30 September 2010 is 107,084,000; shares as at 30 June 2009 total 90,584,000. 
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Consolidated statement of comprehensive income  

 

(€ in thousands)  30 September 

  2010 2009 

NET PROFIT FOR THE PERIOD   5,028 3,373 

Other components of comprehensive income:    

Listing costs posted directly to shareholders’ equity according to IAS 32 net of the tax 

effect 

 (1,356) - 

Exchange differences on translation of foreign operations  1,016 (268) 

Total other income/(losses) net of taxation  (340) (268) 

Total comprehensive income (loss) net of taxation  4,688 3,105 

Attributable to:    

Equity holders of the parent  4,651 3,104 

Non-controlling interests  (17) (1) 
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Statement of consolidated cash flows  

(€ in thousands) 30 September 

 2010 2009 

CASH FLOW FROM OPERATING ACTIVITIES    

Net profit for the period 5,008 3,370 

Adjustments to reconcile net income for the period to the cash flows 

generated by (used in) operating activities    

Depreciation and amortisation 3,572 2,580 

Unrealised exchange gains on Simest operation 956  - 

Provisions for employee benefits (6)  42 

Provisions for risks and charges / inventory obsolescence / doubtful 

accounts 1,452  654 

Termination indemnities payments  (263)  (164) 

Net change in provision for risks and charges  (303)  10 

Net change in deferred tax assets and liabilities  (958)  1,453 

Change in fair value of financial instruments (11)  33 

Change in trade receivables (12,873)  7,652 

Change in inventories (2,444)  (6,793) 

Change in trade payables 6,969  (5,605) 

Change in other current assets and liabilities  2,894  (687) 

Net cash flows generated by (used in) operating activities (A) 3,991  2,366 

Capital expenditures in property, plant and equipment (2,253)  (7,837) 

Investments in intangible assets (3,342)  (2,351) 

Investments /(disposal) of financial assets 4,184  (2,371) 

Proceeds from sale of property, plant and equipment  644  1,623 

Net cash flows generated by (used in) investing activities (B) (767)  (10,936) 

      

Long-term loans received  11,844  3,192 

Repayment of long-term loans  (3,185)  (2,158) 

Net change in short-term financial debt (13,007)  7,633 

Dividend distribution  (2,582)  (1,993) 

Capital injection for share capital increase 10,194    

Net cash flows generated by financing activities (C) 3,263  6,674 

Total cash flow for the period (D=A+B+C) 6,487  (1,897) 

Effect of exchange rate changes on cash and cash equivalents (E) 10  (2) 

Cash and cash equivalents at the beginning of the period (F) 1,443  3,239 

Cash and cash equivalents at the end of the period (G=D+E+F) 7,940 1,340 

 

Additional information:    

Interest paid 1,036 897 

Income tax paid 1,173 378 
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Statement of changes in consolidated shareholders’ equity  

 

(€ in thousands) Share 

capital 

Legal 

reserve 

Share 

premium 

reserve 

Statutory 

reserve 

Translation 

reserve 

Other 

reserves 

Net 

income 

for the 

period 

Total equity 

attributable to 

equity holders 

of the parent 

Total non-

controlling 

interests 

Total 

shareholder

s’ equity 

Balance as at 1 January 2010 9,058 617 2,554 295 (1,898) 2,852 7,368 20,846 13 20,859 

Net income for the period  - - - - - - 5,028 5,028 (20) 5,008 

Other income (loss) - - (1,356) - 1,016 - - (340) (3) (343) 

Total comprehensive income/(loss) for the 

period 

- - - - - - - 4,688 (23) 4,665 

Allocation of income of the prior period - 182 - - - 4,604 (4,786) - - - 

Dividend distribution - - - - - - (2,582) (2,582)  (2,582) 

Other movements 1,650 - 9,900 (295) - 295 - 11,550 - 11,550 

Balance as at 30 June 2010 10,708 799 11,098 - (882) 7,751 5,028 35,502 (10) 34,492 

 

 

(€ in thousands) Share 

capital 

Legal 

reserve 

Share 

premium 

Statutory 

reserve 

Translation 

reserve 

Other 

reserves 

Net 

income 

for the 

period 

Total equity 

attributable to 

equity holders 

of the parent 

Total non-

controlling 

interests 

Total 

shareholder

s’ equity 

Balance as at 1 January 2009 9,058 389 2,554 295 (1,668) (2,061) 7,134 15,701 3 15,704 

Net income for the period  - - - - - - 3,373 3,373 (3) 3,370 

Other income (loss) - - - - (268) -  (268)  (268) 

Total comprehensive income/(loss) for the 

period 

- - - - - - - 3,105 (3) 3,102 

Allocation of income of the prior period - 228 - - - 6,906 (7,134) - - - 

Dividend distribution - - - - - (1,993) - (1,993) - (1,993) 

Other movements - - - - - - - - - - 

Balance as at 30 June 2009 9,058 617 2,554 295 (1,936) 2,852 3,373 16,813 0 16,813 
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ACCOUNTING POLICIES ADOPTED IN PREPARING THE INTERIM 

CONDENSED CONSOLIDATED FINANCIAL STATEMENTS AS AT 30 

SEPTEMBER 2010  
 

Tesmec S.p.A. is a legal entity organised in accordance with the legal system of the Italian Republic. 

Starting from 1 July 2010, the ordinary shares of Tesmec S.p.A. are listed on the MTA STAR 

Segment of the Milan Stock Exchange. 

The interim condensed consolidated financial statements as at 30 September 2010 have been 

prepared in accordance with the International Financial Reporting Standards (IFRS) in condensed 

form, by using the methods for preparing the interim financial reporting provided by IAS 34 Interim 

financial reporting. 

The accounting standards adopted in preparing the interim condensed consolidated financial 

statements as at 30 September 2010 are those adopted for preparing the consolidated financial 

statements as at 31 December 2009 in compliance with IFRS. 

More precisely, the consolidated statement of financial position, income, comprehensive income, 

statement of changes in equity and cash flows are drawn up in extended form and are the same 

statements adopted for the Consolidated Financial Statements as at 31 December 2009. The 

explanatory notes to the financial statements indicated below are in condensed form and, therefore, 

do not include all the information required for annual financial statements. More precisely, as 

provided by IAS 34, in order to avoid repeating already disclosed information, the notes exclusively 

refer to the items of the consolidated statement of financial position,  income, comprehensive 

income, statement of changes in equity and cash flows whose mix or change, with regard to amount, 

type or unusual, are significant to an understanding of the economic and financial situation of the 

Group. 

Since the interim condensed consolidated financial statements do not disclose all the information 

required in preparing the consolidated annual financial statements, it must be read together with the 

consolidated financial statements as at 31 December 2009. 

The interim condensed consolidated financial statements as at 30 September 2010 comprise the 

consolidated statement of financial position, income, comprehensive income, statement of changes 

in equity and cash flow and the related explanatory notes. Comparative figures are disclosed as 

required by IAS 34 (31 December 2009 for the statement of financial position and the first nine 

months of 2009 for the consolidated income statement, consolidated comprehensive income 

statement, statement of changes in equity and cash flow . 

The interim condensed consolidated financial statements are presented in Euro and all values are 

rounded to the nearest thousand, unless otherwise indicated. 

The issue of the interim condensed consolidated financial statements of the Tesmec Group for the 

period ended 30 September 2010 was authorised by the Board of Directors on 11 November 2010. 
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Translation of foreign currency financial statements and of foreign currency items 

 

The exchange rates used for the determination of the counter-value in Euros of the foreign currency 

financial statements of subsidiary companies (currency for 1 Euro) are shown below:  

 

 Average exchange rate for the nine 

months ended 30 September 

Period end exchange rate at 30 

September 

 2010 2009 2010 2009 

US Dollar 1,316 1,361 1,365 1,464 

New Bulgarian Lev 1,956 1,956 1,956 1,956 

Russian Rouble 40,27 43,94 41,69 43,98 

 

 

New accounting principles 

 

The accounting principles adopted for the preparation of these interim condensed consolidated 

financial statements as at 30 September 2010 are the same as those adopted for the preparation 

of the consolidated financial statements for the year ended 31 December 2009, except for the 

adoption as from 1 January 2010 of the new principles and interpretations listed below: 

IFRS 2 Share based payment 
 

IASB issued an amendment to IFRS 2 that explains the recording of share-based payment 

transactions at Group level. This amendment superseded IFRIC 8 and IFRIC 11. The adoption 

of this amendment did not have any impact on the financial position or on the performance of 

the Group. 

IFRS 3 Business combinations (Revised) and IAS 27 Consolidated and separate financial 
statements (Revised) 

 
The Group adopted the  revised version by the principle as from 1 January 2010. IFRS 3 

(Revised) introduces significant changes in the recording of business combinations from that 

date. Changes concern the measurement of minority shares, the recording of transaction costs, 

initial recognition and the subsequent measurement of any contingent consideration and step 

business combinations. These changes shall have an impact on the amount of the recognised 

goodwill, on the results achieved during the period in which the acquisition occurs and on 

future results.  

IAS 27 (Revised) requires for a change in the ownership structure of a subsidiary (while control 

is retained) to be accounted for as an equity transaction with owners. Therefore, these 

transactions shall no longer produce goodwill, gain or loss. Moreover, the amended principle 

introduces changes concerning the recording of losses recognised by the subsidiary and of the 

loss of control of the subsidiary. Changes introduced by IFRS 3 (Revised) and by IAS 27 

(Revised) concern future acquisitions or loss of control of a subsidiary and transactions with 

minority interests.  

The change in the accounting principles was applied prospectively and did not produce material 

effects on earnings per share. 

IAS 39 Financial Instruments: recognition and measurement – Eligible Hedged items 
 
The change deals with the designation of a one-sided risk in a hedged item and the designation 

of the inflation as hedged risk or as a portion of the risk in special situations. The adoption of 

this amendment did not have any impact on the financial position or on the performance of the 
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Group. 

IFRIC 17 Distribution of non-cash assets to owners 
 

The interpretation provides a guide for recording transactions in which the company distributes 

non-cash assets to owners both as distribution of dividends and of reserves. This interpretation 

did not have consequences on the financial positions or on the performance of the Group.  

Improvements to the IFRS (issued in April 2009) 
 

In April 2009, IASB issued a second series of improvements to the principles, mainly with a 

view to eliminating existing inconsistencies and explaining the terminology. Each principle 

provides specific temporary rules. The adoption of the following improvements implied 

changes in the accounting policies but did not have any effect on the financial positions or on 

the performance of the Group: 

 IFRS 8 Operating segments: This principle explains that assets and liabilities of the 

operating segment need be presented only if part of the financial report used by the senior 

operating decision maker.  

 IAS 7 Statement of Cash flows: This standard explicitly states that only investments that 

imply the recognition of an asset in the financial position may be classified among cash 

flows from investing activities.  

 IAS 36 Impairment of assets: The change explains that the widest unit to which it is 

possible to allocate the goodwill acquired in a business combination is the operating 

segment as defined in IFRS 8 before the aggregation for reporting purposes.  

The changes to the following principles did not have an impact on the accounting policies, 

financial position or results of the Group:  

 IAS 7 Cash flow statements;  

 IFRS 5 Operating segments; 

 IAS 36 Impairment of assets.  

The Group has not adopted in advance any other principle, interpretation or improvement 

issued but not yet in force.   

 

 

Consolidation area 

As at 30 September 2010, the consolidation area changed compared to 31 December 2009 in that on 

1 September 2010, the East Trencher S.r.l. company was established with a Share Capital of Euro 

30 thousand, 24 % of which subscribed by Tesmec S.p.A. This company is consolidated using the 

equity method.  

On 12 January 2010, TESMEC USA resolved a share capital increase of USD 14,166 thousand. 

Thirty-seven per cent of this increase was underwritten by Simest – Società Italiana per le Imprese 

all’Estero S.p.A. (“Simest”) with the remaining 37% being underwritten by TESMEC on the basis 

of an agreement signed on 15 December 2009. As a result of this operation, as from 18 January 

2010 Simest holds 25% of the share capital of the subsidiary TESMEC USA. 

The contract signed with Simest includes an option on the part of TESMEC to re-purchase the 

shares owned by Simest during the period between 30 June 2015 and 30 June 2017. The contract 

also defined the economic terms for the exercise of the option. Substantially, the transaction 
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qualifies not as a transfer of a minority share but as a loan agreement guaranteed by the equity 

investment.   

As a result, in preparing the condensed consolidated financial statements as at 30 September 2010, 

TESMEC USA has been 100% consolidated on a line by line basis and a financial liability of Euro 

3,696 thousand, equivalent to the present value of the agreed purchase price, has been recorded with 

regard to TESMEC’s commitment to re-purchase these shares. 

 

EXPLANATORY NOTES 

 

NOTE 1 Inventories  

 

The following table sets forth the breakdown of Inventories as at 30 September 2010 and as at 31 

December 2009:  

 

 

(€ in thousands) 30 September 2010 31 December 2009 

Raw materials and consumables             28,971  27,244 

Semi-finished goods          8,162  8,135 

Finished goods             8,068  6,587 

Total Inventories          45,201  41,966 

 

Inventories compared to 31 December 2009 increased of Euro 3,235 thousand in line with the 

increase in turnover, outstanding orders, and consequent need of supply.  

 

NOTE 2 Trade receivables  

 

The following table sets forth the breakdown of Trade receivables as at 30 September 2010 and as 

at 31 December 2009:  

 

(€ in thousands)  30 September 2010 31 December 2009 

Trade receivables from third parties              30,903  25,411 

Trade receivables from subsidiaries and associates           4,637  3,045 

Total trade receivables          35,540  28,456 

 

Trade receivables caption is in line with the increase in turnover.  

During the first nine months of 2010, the group had commercial relations with subsidiaries and 

associates for Euro 4,637 thousand; for the breakdown, reference is made to the note "Related party 

transactions". 

 

NOTE 3 Financial receivables and other current financial assets 

 

The following table sets forth the breakdown of financial receivables and other current financial 

assets as at 30 September 2010 and as at 31 December 2009: 

 

(€ in thousands)  30 September 2010 31 December 2009 

Financial receivables due from parent companies             -  2,001 

Financial receivables due from associated companies          -  973 

Derivative financial instruments 46  
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Guarantee deposits             213  285 

Total financial receivables and other current financial assets          259  3,259 

 

The Financial receivables and other current financial assets’ drop is almost completely due to the 

collection by Tesmec S.p.A of financial receivables of Euro 2,974 thousand claimed as at 31 

December 2009 from the related parties FI.IND S.p.A. of Euro 2,001 thousand, Jaeggli 

Meccanotessile of Euro 302 thousand, CBF S.r.l. of Euro 241 thousand and Reggiani Macchine of 

Euro 430 thousand. 

 

NOTE 4 Other current assets 

 

The following table sets forth the breakdown of other current financial assets as at 30 September 

2010 and as at 31 December 2009: 

 

(€ in thousands)  30 September 2010 31 December 2009 

Prepaid expenses 676  323 

Listing costs 974  1,227 

VAT credit 1,197  1,408 

Other receivables 548  338 

Advance to suppliers 437  47 

Total Other current assets 3,832  3,343 

 

 

NOTE 5 Equity 

 

The share capital amounts to Euro 10,708 thousand, fully paid in, and is comprised of 107,084,000 

shares with a par value of Euro 0.1 per share.  

 

During the 2010 financial period, there was an increase in share capital of Euro 1,650 thousand, 

from Euro 9,058 thousand to 10,708 thousand, as detailed in the statement of changes in 

Shareholders’ Equity, carried out upon the listing on 1 July of the Tesmec Group on the Regulated 

Market, STAR segment, managed by Borsa Italiana.  

During the 2010 financial period, the pledge over 5,428,000 shares owned by FI.IND S.p.A. was 

released by Unicredit Banca d’Impresa S.p.A. Therefore, the share certificates owned by FI.IND, 

corresponding to 10,112,860 shares, are still pledged in favour of Unicredit Banca d’Impresa S.p.A. 

The share certificates owned by TTC S.r.l., corresponding to 32,448,000 shares, equivalent to 

35.82% of the share capital, are pledged in favour of Centrobanca S.p.A. 

The following table sets forth the breakdown of Other reserves as at 30 September 2010 and as at 

31 December 2009: 

 

 

(€ in thousands) 30 September 2010 31 December 2009 

Revaluation reserve 86 86 

Extraordinary reserve 6,503 5,278 

Retained earnings/(losses brought forward) 5,210 1,536 

Effects of operations with entities under common control charged directly to net (4,048) (4,048) 
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equity 

Other reserves 7,751 2,852 

 

The revaluation reserve is a reserve, in respect of which tax has been deferred, set up in accordance 

with Italian Law No. 72/1983. 

 

Following the resolution for the allocation of the net income for the year 2009, on 23 February 2010 

the Company decided to:  

- allocate Euro 182 thousand to the legal reserve; 

- transfer the statutory reserve of Euro 295 thousand to the extraordinary reserve; 

- transfer retained earnings of Euro 60 thousand to the extraordinary reserve;  

- allocate Euro 870 thousand to the extraordinary reserve; 

- distribute dividends for a total of Euro 2,582 thousand. 
 

The increase in the Share premium reserve from Euro 2,554 thousand to Euro 11,098 thousand, is 

completely related to the listing of the shares of the Company on the Italian Electronic Stock 

Market (STAR segment) through the issue of new 16,500,000 shares of the premium value of Euro 

0.6 each.   

The increase in the share premium reserve was shown net of expenses incurred and related only to 

the Public Subscription Offer of Euro 1,767 thousand in compliance with the provisions of IAS 32 

for an overall effect net of deferred tax assets of 8,544 thousand.   

 

NOTE 6 Interest bearing financial payables 

 

During the first nine months of 2010, Tesmec S.p.A. raised two new loans with important banks: a 

loan of Euro 6,000 thousand with Banca Nazionale del Lavoro with maturity on 31 August 2018 

and a fully short-term loan of Euro 2,000 thousand with Banca Popolare di Milano.  

The loan due to Simest of Euro 3,696 thousand derives from TESMEC USA’s share capital increase. 

Reference is made to the paragraph on the consolidation area.  

 

NOTE 7 Interest bearing financial payables (current portion) 

 

The following table sets forth the breakdown thereof as at 30 September 2010 and as at 31 

December 2009: 

 

(€ in thousands) As at 30 

September 2010 

As at 31 

December 2009 

Advances from banks against invoices and bills receivables 10,698  23,723 

Short-term portion of financial leases 379  367 

Advances from factors 825  1,385 

Current accounts overdraft    5,466  4,854 

Current portion of interest-bearing loans and borrowings      6,830  3,862 

Interest-bearing loans and borrowings whose financial covenants have been breached  -  4,458 

Total interest-bearing financial payables (current portion) 24,198  38,649 
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Advances from factors relates to advances received from leading factoring companies against the 

factoring of trade receivables. 

Current accounts overdrafts relate to a revolving credit line granted to TESMEC USA by 

Southwest Securities.  

As at 31 December 2009 the entire residual balance of the loan from Southwest Securities (Euro 

4,458 thousand) was classified as a current liability, given that the terms of the financial covenants 

relative to this loan had been breached. During the first months of the year 2010, TESMEC USA 

was granted a waiver by Southwest Securities, allowing an agreed period of time needed to let 

TESMEC USA return within the parameters specified by the contract. As a consequence, this 

permitted the classification of the loan as a medium/long term liability. As at 30 September 2010, 

TESMEC USA was compliant with the financial covenants in the loan contract with Southwest 

Securities. 

The positive change in the interest bearing financial payables (current portion) is due to the effect 

of the short-term classification, for the full amount of Euro 3,750 thousand, of the loan with 

Efibanca (maturity date: April 2011) (Euro 5,000 thousand as at 30 June 2010) and to the 

stipulation of a new loan with Banca Popolare di Milano of Euro 1,505 thousand, net of the 

reduction due to the repayment of principals according to the expected schedules.  

 

NOTE 8 Trade payables 
 

The following table sets forth the breakdown of Trade Payables as at 30 September 2010 and as at 

31 December 2009:  

 

(€ in thousands) 30 September 2010 31 December 2009 

Trade payables due to third-parties              28,932 21,719 

Trade payables due to subsidiary and associated companies           75  85 

Total trade payables          29,007  21,804 

 

The increase recorded in trade payables is in line with the increase in supply requirements to face 

up the growing demand and payables related to costs borne for listing.  

 

NOTE 9 Advances from customers 

The decrease in this item is related to the fact that during the first nine months of 2010 the supply 

orders for which the Group had received advances as at 31 December 2009 were processed.  

 

NOTE 10 Revenues from sales and services  

 

The table below shows the breakdown of Revenues from sales of goods and services as at 30 

September 2010 and as at 30 September 2009:  

 

(€ in thousands) As at 30 

September 2010 

As at 30 

September 2009 

Sales of products  73,695 57,557 

Services rendered  4,382  282 

Total revenues from sales and services  78,077  57,839 

 

Breakdown of revenues from sales and services shows a considerable increase in Services rendered 

due to revenues deriving from the rental business launched during the second half of 2009, 
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involving the supply of trencher machines to companies specialised in excavation work, through 

short or long term rental contracts; in the first nine months of the 2010 financial period, this 

business generated revenues of Euro 4,302 thousand.   

 

 NOTE 10 Costs for services  

 

Costs for services shows an amount of Euro 2,716 thousand of costs deemed non recurring; these 

expenses were borne for the IPO aimed at the listing of the shares of the Company on the STAR 

Market managed by Borsa Italiana S.p.A. In particular, it is pointed out that, as provided by IAS 32, 

costs borne for the listing process and directly correlatable to the expected capital and reserves 

increase because directly related to the issue of shares for subscriptions by Tesmec, of Euro 1,768 

thousand, were directly recognised as change in shareholders' equity (equity transactions) when 

displaying the financial flows deriving from the success of the process occurred during the third 

quarter of the 2010 financial period. 

 

 

NOTE 11 Segment Reporting 
 

For management purposes, TESMEC is organized into strategic business units on the basis of the 

nature of the goods and services supplied, and presents two operating segments for disclosure 

purposes: 

- stringing equipment: this segment is involved in the design, production and marketing of 

integrated solutions for the stringing and maintenance of underground and aerial very high, high 

and medium voltage electric power lines, stringing equipment for underground and overhead 

optic fibre cables, as well as integrated solutions for the stringing and maintenance of electric 

power lines for railways. The stringing equipment segment machines are produced at the Italian 

production plants of Grassobbio (Bergamo), Endine Gaiano (Bergamo) and Sirone (Lecco); 

- trencher: this segment is involved in the design, production and marketing of integrated 

solutions that entail the use of high powered crawler trenching machines for the linear 

excavation of underground power lines and pipelines or for other excavation operations and, on 

a smaller scale, Gallmac multipurpose machines. The trencher segment products are 

manufactured at the Grassobbio (Bergamo) and Sirone (Lecco) production plants in Italy, and at 

the Alvarado plant in Texas in the USA. 

No operating segment has been aggregated in order to determine the indicated operating segments 

subject-matter of the reporting.  

 

 30 September 

(€ in thousands) 2010 2009 

Stringing 

equipment 

Trencher Consolidated Stringing 

equipment 

Trencher Consolidated 

Revenues from sales and services 46,485 31,593 78,077 31,052 26,787 57,839 

Operating costs net of depreciation and 

amortization 

(39,772) (26,400) (65,722) (25,031) (23,554) (48,585) 

EBITDA (*) 7,113 5,193 12,306 6,021 3,233 9,254 

Depreciation and amortisation (926) (2,646) (3,572) (1,548) (1,032) (2,580) 

Total operating costs (40,298) (29,046) (70,016) (26,579) (24,586) (51,165) 

Operating income 6,187 2,547 8,734 4,473 2,201 6,673 

Financial expenses and share of profit/(loss)   (1,212)   (2,082) 
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Pre-tax profits   7,522   4,592 

Income taxes   (2,514)   (1,222) 

Net profit for the period   5,008   3,370 

Non-controlling interests   (20)   (0) 

Equity holders of the parent   5,028   3,370 

(*) The EBITDA is represented by the operating income gross of amortization/depreciation. The EBITDA thus defined represents a measurement 

used by the company’s management to monitor and assess the company’s operating performance. The EBITDA is not identified as an accounting 

element by the IFRS and thus is not to be considered as an alternative measurement for the assessment of the performance of the Group’s operating 
income. As the composition of the EBITDA is not governed by the reference accounting standards, the criterion for determination applied by the 

Group may not be in line with the criterion adopted by others and is therefore not comparable. 

 

Management monitors the operating income of its business units separately for the purpose of 

making decisions about resource allocation and performance assessment. Segment performance is 

evaluated on the basis of operating income.  

The Group financial management (including financial income and charges) and income taxes are 

managed at Group level and are not allocated to the individual operating segments. 

The following table shows the consolidated statement of financial position by business segment as 

at 30 September 2010 and as at 31 December 2009: 

 

 

 As at 30 September  As at 31 December 

(€ in thousands)                                       2010                                      2009 

 Stringing 

equipment 

Trencher Not 

allocated 

Consolidated Stringing 

equipment 

Trencher Not 

allocated 

Consolidated 

Intangible assets 2,550 4,535 - 7,085 1,899 3,781 - 5,680 

Property, plant and equipment 596 16,943 - 17,539 600 16,583 - 17,183 

Financial assets - 189 1,051 1,240 - 1,207 1,160 2,367 

Other non-current assets - 152 4,117 4,269 - 112 3,255 3,367 

Total non-current assets  3,146 21,819 5,168 30,132 2,499 21,683 4,415 28,597 

 Inventories  12,070 33,131 - 45,201 10,160 31,806 - 41,966 

 Trade receivables  16,966 18,574 - 35,540 11,155 17,301 - 28,456 

 Other current assets 512 1,907 1,697 4,116 614 3,039 4,138 7,791 

Cash and cash equivalents - - 7,940 7,940 - - 1,443 1,443 

Total current assets 29,548 53,612 9,637 92,798 21,929 52,146 5,581 79,656 

Total assets 32,694 75,041 14,805 122,930 24,428 73,829 9,996 108,253 

         

Equity attributable to the equity 

holders of the parent 

- - 34,502 34,502 - - 20,846 20,846 

Non-controlling interests  - - (10) (10) - - 13 13 

Non–current liabilities - - 27,231 27,231 - 906 16,110 17,016 

Current financial liabilities - - 24,198 24,198 - - 38,649 38,649 

Trade payables  7,832 20,175 1,000 29,007 8,782 13,022 - 21,804 

Other current liabilities 1,501 4,087 2,414 8,001 2,822 6,360 743 9,925 

Total current liabilities  9,333 24,262 27,612 61,206 11,604 19,382 39,392 70,378 

Total liabilities  9,333 24,262 54,843 88,437 11,604 20,288 55,502 87,394 

Total shareholders’ equity and 

liabilities 

9,333 24,262 89,335 122,930 11,604 20,288 76,361 108,253 



 

 

Related party transactions 

 

The following schedule gives details of transactions with and balances due from/towards related 

parties. The companies listed below have been identified as related parties as they are linked 

directly or indirectly to the current shareholders of TESMEC S.p.A.: 

 
30 September 2010 

(€ in thousands) Revenues Cost of  

raw materials 

Cost of 

services 

Other 

operating 

(costs) / 

revenues 

Financial 

income / 

(charges) 

Financial 

receivables 

Receivables Payables 

FI.IND S.p.A. - - - 1 14 - 14 48 

Reggiani Macchine S.p.A. - - 77 (661) 21 - 481 - 

Lame Nautica S.r.l. 5 - - - - - - - 

Jaeggli Meccanotessile S.r.l. - - - - - - 4 - 

M.T.S. Officine Meccaniche 

S.p.A. 

557 (1) (157) (1) 2 - 284 1 

Jaeggli S.p.A. - - - - 2 - 4 - 

Ceresio Tours S.r.l. - - - - - - - 1 

Dott. Geom. Matteo Caccia 

Dominioni  

- - (32) - - - - 12 

Caterina Caccia Dominioni  - - (16) - - - - - 

Consorzio Stabile Energie 

Locali 

- - - - - - 19 - 

Condux Tesmec Inc. 2,743 - 97 - - - 2,658 - 

CBF S.r.l. - - - (285) 1 - 1 - 

Sibtechmash - - - - - - 15 - 

Ambrosio S.r.l. - - - (10) - - - - 

Dream Immobiliare S.r.l. - - - (233) - - - - 

East Trencher S.r.l. 945 - - - - - 1,134 - 

Locavert S.A. 100 - - - - - 24 13 

Total 4,350 (1) (31) (1,188) 40 - 4,637 75 

Consolidated Total  78,077 (38,802) (18,137) (2,364) (1,212) 259 35,540 29,007 

% incidence 5.6% 0.0% 0.16% 50.29% 3.3% 0% 13.04% 0.25% 
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Attestation pursuant to Article 154-bis of Italian Legislative Decree 58/98 
 

 

 

 

1. The undersigned Ambrogio Caccia Dominioni and Andrea Bramani, as the Chief Executive 

Officer and the executive officer responsible for the preparation of the Company's financial 

statements, respectively, attest, considering also what is provided under Article 154-bis, sub-

sections 3 and 4, of Italian Legislative Decree no. 58 of 24 February, 1998: 

- the adequacy in relation to the characteristics of the business and 

- actual application  

 

of the administrative and accounting procedures for preparing the Interim condensed 

consolidated financial statements during the first nine months of 2010. 

 

2. We also attest that:  

 

2.1 The Interim condensed consolidated financial statements as at 30 September 2010: 

- have been prepared in accordance with IFRS as endorsed by the European Union, as 

provided by the EC Regulation No. 1606/2002 issued by the European Parliament and 

by the European Council on 19 July 2002. 

- correspond to the amounts shown in the Company’s accounts, books and records; 

- provide a fair and correct representation of the financial conditions, results of operations 

and cash-flow of the Company and its consolidated subsidiaries.. 

 

2.2 The interim report on operations refers to the important events that took place during the 

first nine months of the financial period and their impact on the Interim condensed 

consolidated financial statements, together with a description of the main risks and 

uncertainties for the three remaining months of the financial period. The interim report on 

operations also includes the information on significant transactions with related parties.  

 

 

Grassobbio, 11 November 2010 

 

 

The Chief Executive Officer Manager responsible for preparing the 

Company's financial statements   

  

Ambrogio Caccia Dominioni    Andrea Bramani  

 

 


