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1.Introduction 

The Parent Company Tesmec S.p.A. (hereinafter “Parent Company” or “Tesmec”) is a legal entity organised in 
accordance with the legal system of the Italian Republic. The ordinary shares of Tesmec are listed on the MTA 
(screen-based share market) STAR Segment of the Milan Stock Exchange. The registered office of the Tesmec 
Group (hereinafter “Group” or “Tesmec Group”) is in Milan, Piazza S. Ambrogio 16. 
 
The Tesmec Group is a leader in the design, production and marketing of special products and integrated solutions 
for the construction, maintenance and streamlining of infrastructures relating to the transmission of electrical power 
and data and material transport.  
Founded in Italy in 1951 and managed by the Chairman and Chief Executive Officer Ambrogio Caccia Dominioni, 
the Group has more than 470 employees and five production plants, four in Italy, Grassobbio (Bergamo), Endine 
Gaiano (Bergamo), Sirone (Lecco) and Monopoli (Bari), and one in the USA, in Alvarado (Texas). 
Since its listing on the Stock Exchange on 1 July 2010, the Parent Company has pursued the stated objective of 
diversification of the types of products in order to offer a complete range of integrated solutions, which up until the 
financial statements for the year ending 31 December 2013, have been grouped into two main areas of business: 
Stringing equipment and Trenchers. From these financial statements, in line with the strategy to expand the Rail 
segment, the relative business activities will now be illustrated separately to the Stringing equipment segment and 
will constitute a separate segment disclosure.  

Through the different types of product the Group is able to offer:  

 Stringing equipment segment 

- machines and integrated systems for overhead and underground stringing of power lines and fibre optic 
cables; integrated solutions for the streamlining, management and monitoring of low, medium and high 
voltage power lines (smart grid solutions). 

 Trencher segment 

- high-efficiency crawler trenching machines for excavation with a set section for the construction of 
infrastructures for the transmission of data, raw materials and gaseous and liquid products in the various 
segments; energy, farming, chemical and public utilities, crawler trenching machines for works on surface 
mines and earth moving works (RockHawg); 

- specialised consultancy and excavation services on customer request; 
- multipurpose site machinery (Gallmac).  

 Rail segment  

- machines and integrated systems for the installation, maintenance and diagnostics of the railway catenary 
wire system, plus customised machines for special operations on the line. 

 

All types of product are developed according to the ISEQ approach (Innovation, Safety, Efficiency and Quality), in 
observance of environmental sustainability and energy saving. 

The know-how acquired in developing specific technologies and innovative solutions and the presence of a team of 
highly specialised engineers and technicians allows the Tesmec Group to directly manage the entire production 
chain: from the design, production and marketing of machinery, to the supply of know-how relating to the use of 
systems and optimisation of work, to all pre- and post-sales services related to machinery and the increase in site 
efficiency. A combination of leading edge products and in-depth knowledge on the use of innovative technologies, 
for tackling the new requirements of the market, therefore allows the Group to offer a successful mix with the 
objective of ensuring high work performances.  
Today, the Group not only sells cutting edge machines, but genuine integrated electrification and excavation 
systems, which provide advanced solutions during the work performance phase. This is a result of the constant 
pursuit of innovation, safety, efficiency and quality, which has led to the development of software for making 
machines safer, more reliable and high-performance.      
The Group also has a global commercial presence throughout the majority of foreign countries, with a direct 
presence on different continents, constituted by foreign companies and sales offices in the USA, South Africa, 
Russia, France, Qatar, Bulgaria and China. 
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2. Macroeconomic Framework 
The Italian economic scenario showed the first signs of improvement, in terms of confidence, in the quarter, with 
growth forecasts for private consumption estimated by the OECD as +0.1% in 2014, +0.6% in 2015 and for 
investment +1% in 2014 and +2.6% in 2015. The envisaged rise in GDP of +0.5% in 2014 would therefore be due 
in particular to the rise in investments. 
Nevertheless, the impact of the recession has continued to mean higher forecast unemployment figures, 
envisaging 12.8% against 12.2% recorded in December 2013, and in a weak banking industry, which could restrict 
the flow of credit to the system, interrupting the regular cycle of investment. 
At European level, the GDP of OECD countries is expected to rise by 2.2% in 2014 and by 2.8% in 2015, in a 
scenario where the growth of the US economy is expected to accelerate, whereas that of China is expected to slow 
down. 
The exchange rate between the Euro and the US dollar, which impacts the Group’s profit figure, could benefit from 
decisions that the ECB may make in the coming months based on the trend of the rate of inflation, in terms of 
expensive monetary policy.  
 
 

3. Significant events occurred during the period 

The extraordinary transactions that occurred during the period include the following: 
 

 on 20 January 2014, the Court of Bari approved the proposed arrangement with creditors for AMC2 S.r.l. in 
liquidation and opened the validation proceedings, which were concluded on 17 March 2014. Therefore, it 
is envisaged that the acquisition of AMC2 S.r.l. in liquidation will be finalised by the end of the first half of 
the year; this operation is part of the Group’s expansion strategy relating to the rolling stock maintenance of 
Rail networks; 

 

 on 25 February 2014, the rental of the “SGE” business unit was launched. SGE manufactures meters to 
measure energy efficiency. On the same date, SGE-T S.r.l., part of the Tesmec Group, changed its name 
to SGE S.r.l.. Seven operating units were transferred on signature of the contract; this operation is also part 
of the Group’s expansion plan in the sector of efficient power network management, which includes the 
purchase of the “I-Light” business unit and the purchase of 40% of the share capital of Bertel in July 2011 
and January 2012 respectively.  

 

 

4. Activity, reference market and operating performance for the first three months of 2014 

In the first three months of 2014, the Group recorded consolidated revenues of Euro 27,244 thousand, marking an 
increase of Euro 1,363 thousand compared to Euro 25,881 thousand in the same period of the previous year. In 
percentage terms, this increase represents a positive difference of 5.3%, which is split unevenly between the 
Group’s three business areas. More specifically, an increase of +25.6% was recorded for the Trencher segment, 
+100.8% for the Rail segment, while the Stringing equipment segment recorded a decrease of -12.1%. 
 
The revenues of the Rail segment, which from this year will be disclosed as a separate segment to the Stringing 
equipment one, show signs of growth thanks to the contributions of important orders acquired in previous quarters 
in Italy, China and the United States. The rise in revenues confirms the validity of the strategic decisions made to 
acquire the business of AMC2 S.r.l. in liquidation. 
The Trencher segment recorded an increase in revenues, due to the positive contribution of sales on the US 
market. On the Middle-Eastern and African markets, a recovery in terms of sales volumes is expected from the 
second half of the year.  
The revenues of the Stringing equipment segment suffered from the slowdown of projects to lay new power lines in 
Emerging countries, which had already influenced results in the second half of the previous year, as well as from 
the contribution, which is still fairly insignificant of the range of products developed to make power lines more 
efficient. Both of these aspects are expected to improve as the year goes on. 
 
The consolidated financial statements of Tesmec have been prepared in accordance with the International 
Financial Reporting Standards (hereinafter the “IFRS” or the “International Accounting Standards”), which were 
endorsed by the European Commission, in effect as at 31 December 2013. The following table shows the major 
economic and financial indicators of the Group as at March 2014 compared with the same period of 2013. 
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OVERVIEW OF RESULTS 

  

     
31 March 2013 

 
Key income statement data (Euro in millions) 

 
31 March 2014 

25.9 
 

Operating Revenues 
 

27.2 

5.1 
 

EBITDA 
 

3.2 

3.6 
 

Operating Income 
 

1.6 

2.4 
 

Group Net Profit 
 

0.2 

     
31 December 2013 

 
Key financial position data (Euro in millions) 

 
31 March 2014 

110.6 
 

Net Invested Capital 
 

119.7 

41.8 
 

Shareholders’ Equity 
 

41.7 

68.8 
 

Net Financial Indebtedness 
 

78.0 

13.6 
 

Investments in property, plant and equipment and intangible fixed assets 
 

3.2 

     
447 

 
Annual average employees 

 
475 

     
 
 
The information relating to the main companies that carried out operations during the quarter is shown below: 
  

 Tesmec USA Inc., a company that is 67% owned by Tesmec S.p.A. and 33% by Simest S.p.A. (Tesmec 
S.p.A. has the option to repurchase the latter shareholding in 2018), is based in Alvarado (Texas) and 
operates in both the Trencher segment and, since 2012, in the rail sector. In the first three months of 2014, 
revenues achieved directly with customers/end users, came to Euro 7.8 million. The traditional distributors’ 
channel used almost exclusively in the past is no longer present in branch sales.  

On the basis of the financial statements for the year ending 31 December 2013, and on the positive 
performance recorded in the first quarter of 2014, on 25 February 2014, the company resolved to distribute 
a dividend of USD 1 million; 

 
 Tesmec Service S.r.l., a company wholly-owned by Tesmec S.p.A. with registered office in Grassobbio 

(BG) and an operating unit in Monopoli (BA), where its operations regard the design and manufacture of 
machinery for the maintenance of rolling stock following the finalisation of the contract to rent the AMC2 
Progetti e Prototipi S.r.l business unit in 2012. During the first quarter of 2014, the company continued to 
develop its product range and recorded revenues of Euro 1 million; 

 

 Tesmec SA (Pty) Ltd, with registered office in Johannesburg (South Africa), 100% owned by Tesmec 
S.p.A., was set up in August 2011. In the first three months, the company generated revenues of Euro 0.2 
million.; 

 
 OOO Tesmec Rus, with registered office in Moscow (Russia), wholly-owned by Tesmec S.p.A., was set up 

in November 2011. The company operates mainly in the stringing equipment segment and in the area of 
efficient power network management. In the first three months of the year, the company generated 
revenues of Euro 0.4 million; 

 

 Condux Tesmec Inc, a joint venture that is 50% owned by Tesmec S.p.A. 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 in the first three months of the year generated revenues totalling Euro 3.7 million, contributing Euro 
242 thousand to the Group’s profits.  
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On the basis of the financial statements for the year ending 31 December 2013, and on the positive 
performance recorded in the first quarter of 2014, on 25 February 2014, the company resolved to distribute 
a dividend of USD 0.6 million; 

 

 Tesmec Peninsula WLL, a joint venture with registered office in Doha (Qatar) 49% owned by Tesmec 
S.p.A., is the hub through which the Tesmec Group is present on the Arabian peninsula. Tesmec Peninsula 
commenced operations in the second quarter of 2011; in the first quarter of 2014, the company generated 
revenues of Euro 2.2 million. 
 

 
Income statement 

 
The comments provided below refer to the comparison of the consolidated income statement figures as at 31 
March 2014 with those as at 31 March 2013.  

The main profit and loss figures for the first three months of 2014 and 2013 are presented in the table below: 

 

  Quarter ended 31 March 

(Euro in thousands)  2014 % of revenues 2013 % of revenues 

Revenues from sales and services 27,244 100.0% 25,881 100.0% 

Cost of raw materials and consumables (13,877) -50.9% (10,423) -40.3% 

Cost of services (4,810) -17.7% (4,899) -18.9% 

Payroll costs (6,335) -23.3% (5,917) -22.9% 

Other operating costs/revenues, net (564) -2.1% (644) -2.5% 

Depreciation and amortisation (1,661) -6.1% (1,437) -5.6% 

Development costs capitalised 1,227 4.5% 717 2.8% 

Portion of losses/(gains) from the valuation of Joint 
Ventures using the equity method 

333 1.2% 352 1.4% 

Total operating costs (25,687) -94.3% (22,251) -86.0% 

Operating income 1,557 5.7% 3,630 14.0% 

Financial expenses (1,233) -4.5% (1,641) -6.3% 

Financial income 297 1.1% 1,800 7.0% 

Portion of losses/(gains) from the valuation of equity 
investments using the equity method 

(70) -0.3% (25) -0.1% 

Pre-tax profit 551 2.0% 3,764 14.5% 

Income tax (394) -1.4% (1,392) -5.4% 

Net profit for the period 157 0.6% 2,372 9.2% 

Profit / (loss) attributable to non-controlling interests (2) 0.0% (2) 0.0% 

Group profit (loss) 159 0.6% 2,374 9.2% 

 
 
The turnover of the Group continues to be produced almost exclusively abroad and also sales made to Groups 
based in Europe are at times intended for use outside the European continent. The revenue analysis by area is 
indicated below, compared with the first quarter of 2014 and the first quarter of 2013, which indicates the growth of 
the European and US markets, partially balanced by the downtrends recorded in the Middle-Eastern markets and 
BRICs countries. 
 
 

  Quarter ended 31 March 

(Euro in thousands)  2014 2013 

Italy 2,860 1,061 

Europe 7,039 3,613 

Middle East 1,430 5,071 

Africa 1,231 1,331 
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North and Central America 8,482 6,277 

BRIC and Others 6,202 8,528 

Total revenues 27,244 25,881 
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Revenues by segment 

 

  Quarter ended 31 March 

(Euro in thousands)  
2014 

% of 
revenues 

2013 restated % of revenues 2014 vs. 2013 

Stringing equipment 13,806 50.7% 15,699 60.7% (1,893) 

Trencher 11,697 42.9% 9,315 36.0% 2,382 

Rail 1,741 6.4% 867 3.3% 874 

Total revenues 27,244 100.0% 25,881 100.0% 1,363 

 

Revenues as at 31 March 2014 recorded an increase in both the Trencher segment (25.6%) and the Rail segment 
(100.8%) and a decrease in the Stringing equipment segment (12.1%), compared to the same period of the 
previous year. 

In the Rail segment, business development in Italy, the US, Russia and China has consolidated. 

In the Trencher segment, the results for the first three months were sustained by the uptrend of sales in the US 
market. It is envisaged that an increase in sales on markets in the Middle East and the African continent will be 
recorded in the second half of the year. 

In the Stringing equipment segment, the non recurring slowdown of projects to lay new power lines in so-called 
Emerging countries, which had already influenced results in the second half of the previous year, is still visible. The 
contingent nature of these circumstances and the simultaneous development of the range of products for efficient 
energy management should lead to the positive contribution to the segment’s revenues in the second half of the 
year. 
 

Operating costs net of depreciation and amortisation 

 

  Quarter ended 31 March 

(Euro in thousands)  2014 2013 2014 vs. 2013 % change 

Cost of raw materials and consumables (13,877) (10,423) (3,454) 33.1% 

Cost of services  (4,810) (4,899) 89 -1.8% 

Payroll costs (6,335) (5,917) (418) 7.1% 

Other operating costs/revenues, net (564) (644) 80 -12.4% 

Development costs capitalised 1,227 717 510 71.1% 

Portion of losses/(gains) from the valuation of Joint 
Ventures using the equity method 

333 352 (19) -5.4% 

Operating costs net of depreciation and 
amortisation 

(24,026) (20,814) 3.212 -15.4% 

 

The table shows an increase in the cost of raw materials and consumables due to the increase in sales, but also to 
the deterioration of the industrial margin related to contingent factors, which regarded the introduction of Group 
machines to several new countries and the worsening of the EUR/USD exchange rate, which during the period 
recorded an average of 1.370 against 1.320 in the first quarter of 2013. 

The increase in development costs capitalised mainly regards activities in the Rail segment in Tesmec USA, which 
had just started in the first quarter of last year.  

 

EBITDA 
 
Given this revenue trend, in terms of margins, EBITDA amounted to Euro 3,218 thousand, which represents 11.8% 
of the sales for the period, compared to 19.6% recorded in the first quarter of 2013. 
Overcoming the contingent factors that characterised several sales made in the first quarter and the boost 
generated by the business development of the Rail segment and in the area of efficient power network 
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management in the Stringing equipment segment, should contribute to bringing the performance of this indicator to 
record levels in the following quarters of the year. 

 
 

A restatement of the income statement figures representing the performance of EBITDA is provided below: 
 

  Quarter ended 31 March 

(Euro in thousands)  2014 % of revenues 2013 % of revenues 2014 vs. 2013 

Operating income 1,557 5.7% 3,630 14.0% (2,073) 

+ Depreciation and amortisation 1,661 6.1% 1,437 5.6% 224 

EBITDA 
(*)

 3,218 11.8% 5,067 19.6% (1,849) 

 
 (*) EBITDA is represented by the operating income gross of amortisation/depreciation. The EBITDA thus defined represents a measurement 
used by Company management to monitor and assess the company’s operating performance. EBITDA is not recognised as a measure of 
performance by the IFRS and therefore is not to be considered an alternative measurement for assessing the performance of the Group’s 
operating income. As the composition of 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. 

 
 
The tables below show the income statement figures as at 31 March 2014 compared to those at 31 March 2013, 
broken down into three operating segments:  

 

  Quarter ended 31 March 

(Euro in thousands)  2014 % of revenues 2013 restated % of revenues 2014 vs. 2013 

Stringing equipment 2,178 15.8% 4,026 25.6% (1,848) 

Trencher 781 6.7% 1,247 13.4% (466) 

Rail 259 14.9% (206) -23.8% 465 

EBITDA 
(*)

 3,218 11.8% 5,067 19.6% (1,849) 

 
 (*) EBITDA is represented by the operating income gross of amortisation/depreciation . The EBITDA thus defined represents a measurement 
used by Company management to monitor and assess the company’s operating performance. EBITDA is not recognised as a measure of 
performance by the IFRS and therefore is not to be considered an alternative measurement for assessing the performance of the Group’s 
operating income. As the composition of 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. 

 
This result is the combined effect of different trends in the three segments: 
 

 Stringing equipment: the margin, as a percentage of revenue, fell to 15.8% in the first quarter of 2014, 
compared to 25.6% recorded in the first quarter of 2013 due to a different sales mix and to lower volumes, 
which led to a lesser absorption of fixed costs; 

 Trencher: the margin, as a percentage of revenue, fell to 6.7% in the first quarter of 2014, compared to 
13.4% recorded in the first quarter of 2013. This performance is due to the sales of several machines in 
new countries, where a more flexible approach in terms of commercial policy has to be adopted, and to the 
EUR/USD exchange rate, which saw the strengthening of the Euro during the period, penalising the good 
commercial performance recorded in the US market; 

 Rail: the margin, as a percentage of revenue, rose to 14.9% in the first quarter of 2014, compared to -
23.8% recorded in the first quarter of 2013, due to fixed costs that were not absorbed by the revenues 
generated. 

 

Financial Situation 
 

  Quarter ended 31 March 

(Euro in thousands) 2014 2013 

Net Financial Income/Expenses (945) (843) 

Foreign exchange gains/losses  (85) 841 

Fair value adjustment of derivative instruments 94 161 
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Portion of losses/(gains) from the valuation of equity investments using the equity 
method 

(70) (25) 

Total net financial income/expenses (1,006) 134 

 

The net financial management decreased compared to the same period in 2013 by Euro 1,140 thousand, insofar 
as affected:  

 for Euro 926 thousand by the different USD/EUR exchange rate in the two periods of reference that 
resulted in the recording of net losses totalling Euro 85 thousand (realised for 60 thousand and unrealised 
for Euro 25 thousand) in the first quarter of 2014 against net profits of Euro 841 thousand in the first quarter 
of 2013; 

 for Euro 67 thousand by the fair value adjustment of financial instruments that recorded a profit of Euro 94 
thousand compared to a profit of Euro 161 thousand recorded in the first quarter of 2013. 

 
5.Summary of balance sheet figures as at 31 March 2014  

Information is provided below on the Group's main equity indicators, as at 31 March 2014 compared to 31 
December 2013. In particular, the following table shows the reclassified funding sources and uses from the 
consolidated balance sheet as at 31 March 2014 and as at 31 December 2013: 
 

(Euro in thousands)  

As at  
31 March 2014 

As at  
31 December 2013 

USES 
  

Net working capital 
(1)

 60,706 52,723 

Fixed assets 58,773 57,479 

Other long-term assets and liabilities 193 413 

Net invested capital 
(2)

 119,672 110,615 

SOURCES 
  

Net financial indebtedness 
(3)

 77,959 68,820 

Shareholders’ equity 41,713 41,795 

Total sources of funding 119,672 110,615 

 
(1)

 The net working capital is calculated as current assets net of current liabilities excluding financial assets and liabilities. Net working capital is 
not recognised as a measure of performance by the IFRS. The valuation criteria applied by the Company may not necessarily be the same as 
those adopted by other groups and therefore the balance obtained by the Company may not necessarily be comparable therewith. 
(2)

 The net invested capital is calculated as net working capital plus fixed assets and other long-term assets less long-term liabilities. The net 
invested capital is not recognised as a measure of performance under IFRS. The valuation criteria applied by the Company may not necessarily 
be the same as those adopted by other groups and therefore the balance obtained by the Company may not necessarily be comparable 
therewith. 
(3)

 Net financial indebtedness is calculated as the sum of cash and cash equivalents, current financial assets including available–for–sale 
securities, non-current financial liabilities, the fair value of hedging instruments and other non-current financial assets. 
 
 
A) Net working capital 

 
Details of the composition of the “Net Working Capital” as at 31 March 2014 and 31 December 2013 are as follows:  
 

(Euro in thousands)  

As at  
31 March 2014 

As at  
31 December 2013 

Trade receivables 45,911 43,190 

Inventories 49,494 48,103 

Trade payables (25,175) (25,529) 

Other current assets/(liabilities) (9,524) (13,041) 

Net working capital 
(1)

 60,706 52,723 
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(1)
 The net working capital is calculated as current assets net of current liabilities excluding financial assets and liabilities. Net working capital is 

not recognised as a measure of performance by the IFRS. The valuation criteria applied by the Company may not necessarily be the same as 
those adopted by other groups and therefore the balance obtained by the Company may not necessarily be comparable therewith. 

 
Net working capital amounted to Euro 60,706 thousand, marking an increase of Euro 7,983 thousand (equal to 
15.1%) compared to 31 December 2013. Euro 3,517 thousand of this is due to the fall in other current 
assets/liabilities, mainly as a result of lower advance payments received from customers and Euro 2,721 thousand 
is due to the increase in trade receivables, and Euro 1,391 thousand to the increase in inventories. 
 

B) Fixed assets and other long-term assets 

 
The table below shows a breakdown of “Fixed assets and other long term assets” as at 31 March 2014 and 31 
December 2013: 
 
 

(Euro in thousands)  

As at  
31 March 2014 

As at  
31 December 2013 

Intangible assets 10,689 10,214 

Property, plant and equipment 44,171 43,163 

Equity investments in associates  3,910 4,099 

Other equity investments 3 3 

Fixed assets 58,773 57,479 

 

Total fixed assets and other long-term assets recorded an increase of Euro 1,294 thousand due to the increase in 
the value of property, plant and equipment of Euro 1,008 thousand as a result of the increase of the trencher fleet 
following new lease contracts. 
 
 

C) Net financial indebtedness 

 
Details of the breakdown of “Net financial indebtedness” as at 31 March 2014 and 31 December 2013 are as 
follows: 
 

(Euro in thousands)  

As at  
31 March 2014 

of which with 
related parties 

and group 

As at  
31 December 

2013 

of which with 
related parties 

and group 

Cash and cash equivalents  (9,765) 
 

(13,778) 
 

Current financial assets 
(1)

 (11,328) (10,707) (9,532) (8,447) 

Current financial liabilities 45,847 1,021 38,082 995 

Current portion of derivative financial 
instruments 

- 
 

- 
 

Current financial indebtedness 
(2)

 24,754 (9,686) 14,772 (7,452) 

Non-current financial liabilities 52,734 16,779 53,505 17,054 

Non-current portion of derivative financial 
instruments 

471 
 

543 
 

Non-current financial indebtedness 
(2)

 53,205 16,779 54,048 17,054 

Net financial indebtedness pursuant to 
CONSOB Communication No. 
DEM/6064293/2006 

77,959 7,093 68,820 9,602 

 
 
(1)

 Current financial assets as at 31 March 2014 and 31 December 2013 include the market value of shares and warrants, which are therefore 
considered cash and cash equivalents. 
  
(2)

 Current and non-current financial indebtedness are not identified as an accounting measurement under IFRS. The valuation criteria applied 
by the Group may not necessarily be the same as those adopted by other groups and therefore the balances obtained by the Group may not be 
comparable therewith. 
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In the first three months of 2014, the Group’s net financial indebtedness increased by Euro 9,139 thousand 
compared to the figure at the end of 2013. The change compared to 31 December 2013 is mainly due to the 
seasonal nature of the business and the changes in working capital. The table below shows the breakdown of the 
following changes: 

 decrease in current financial assets and cash and cash equivalents from Euro 23,310 thousand to Euro 
21,093 thousand;  

 increase in current financial liabilities from Euro 38,082 thousand to Euro 45,847 thousand also due to the 
reclassification of the current portion of medium/long-term loans pursuant to the paragraph below; 

 decrease in non-current financial liabilities from Euro 53,505 thousand to Euro 52,734 thousand mainly due 
to (i) reclassification under the current financial indebtedness of Euro 4,415 thousand relating to the short-
term portion of medium/long-term loans (ii) decrease in financial leases (Euro 20,272 thousand as at 31 
March 2014 compared to Euro 20,822 thousand as at 31 December 2013) net of (iii) the drawing-up of new 
medium/ long-term loan agreements amounting to Euro 3,644 thousand. 

 

6.Management and types of financial risk  

For the management of financial risks, please see the paragraph “Financial risk management policy” contained in 
the Explanatory Notes to the Annual Consolidated Financial Statements for 2013, where the Group’s policies in 
relation to the management of financial risks are presented. 
 

7.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, it should be noted that during the first quarter of the 2014 financial year, no 
transactions took place with related parties of an atypical or unusual nature, outside of normal company operations 
or such as to harm the profits, balance sheet or financial results of the Group. 
For significant intercompany and related party information please see the paragraph “Related party transactions” in 
the Explanatory Notes. 

8.Group Employees 

The average number of Group employees in the first quarter of 2013, including the employees of companies which 
are fully consolidated, is 475 persons compared to 429 in 2013. 

9.Other information 

 
Treasury shares 

The Board of Directors of Tesmec S.p.A. also approved the launch of a programme to purchase treasury shares, 
the purpose, duration and counter value of which were established in the resolution of the shareholders’ meeting 
dated 30 April 2014, while the maximum quantity has been initially set as 5% of Share Capital. The Board of 
Directors also resolved that the maximum number of shares that may be purchased each day shall be established 
in accordance with art. 5 of EC Regulation 2273/2003.  

With regard to the programme, in the event of purchases, the Company will periodically disclose the transactions 
made, specifying: the number of shares purchased, the average unit price, the total number of shares purchased 
since the beginning of the programme and the total counter value as at the date of the disclosure. 

 
Subsequent events and business outlook 

 

Of events subsequent to the end of the quarter, the following are of note: 

 

 On 30 April 2014, with the approval of the 2013 financial statements, the Shareholders’ Meeting of Tesmec 
S.p.A. decided to allocate the profit of the Parent Company of Euro 3,879 thousand, as follows: 

- Euro 194 thousand to the legal reserve; 

- to assign a dividend of Euro 0.016 to each outstanding ordinary share; 

- to assign to the Extraordinary Reserve the amount of profit remaining after the allocation to the Legal 
reserve and dividend; 
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 On 8 April 2014, the “Tesmec S.p.A. 6% 2014-2021” bond issue was admitted to trading on the Extra MOT 
PRO market, for an amount of Euro 15 million, with a seven year term and a fixed gross interest rate of 6% 
and an annual delayed coupon. The issue was subscribed and placed by Banca Popolare di Vicenza 
S.c.p.a. and by KNG Securities LLP with leading European institutional investors. 

 

Considering that the recovery of the US market, which had a positive influence on first quarter performance, 
appears to be gaining momentum in the second half of the year and that the majority of the factors that impacted 
first quarter performance are of a non recurring nature and also linked to activities to promote the development of 
new initiatives.  
 
The expectations for the second part of the year are in line with the consensus for both financial and economic 
indicators and are confirmed by the trend of the order portfolio, as well as by new business and initiatives that will 
generate the expected results by the end of 2014. 
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CONSOLIDATED FINANCIAL STATEMENTS OF THE TESMEC 
GROUP 
Consolidated financial statements 
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Consolidated statement of financial position as at 31 March 2014 and as at 31 December 
2013 

(Euro in thousands) 

Notes 31 March 2014 31 December 2013 

NON-CURRENT ASSETS       

Intangible assets 5 10,689 10,214 

Property, plant and equipment 6 44,171 43,163 

Equity investments valued using the equity method 
 

3,910 4,099 

Other equity investments 
 

3 3 

Financial receivables and other non-current financial assets 13 39 19 

Derivative financial instruments 13 
                                           

9  
                                           

-  

Deferred tax assets 
 

4,068 4,110 

Non-current trade receivables 
 

659 844 

TOTAL NON-CURRENT ASSETS 
 

63,548 62,452 

CURRENT ASSETS 
 

    

Inventories 7 49,494 48,103 

Trade receivables 8 45,911 43,190 

of which with related parties: 8 4,376 7,394 

Tax receivables 
 

514 423 

Other available-for-sale securities 13 123 125 

Financial receivables and other current financial assets 9 11,205 9,407 

of which with related parties: 9 10,707 8,447 

Other current assets 
 

2,597 1,437 

Cash and cash equivalents 
 

9,765 13,778 

TOTAL CURRENT ASSETS 
 

119,609 116,463 

TOTAL ASSETS 
 

183,157 178,915 

SHAREHOLDERS’ EQUITY 
 

    
SHAREHOLDERS’ EQUITY ATTRIBUTABLE TO PARENT 
COMPANY SHAREHOLDERS  

    

Share capital 10 10,708 10,708 

Reserves / (deficit) 10 30,839 26,695 

Group net profit / (loss) 10 159 4,384 

TOTAL SHAREHOLDERS’ EQUITY ATTRIBUTABLE TO 
PARENT COMPANY SHAREHOLDERS  

41,706 41,787 

Minority interest in capital and reserves / (deficit) 
 

9 20 

Net profit / (loss) for the period attributable to non-controlling 
interests  

(2) (12) 

TOTAL SHAREHOLDERS’ EQUITY ATTRIBUTABLE TO NON-
CONTROLLING INTERESTS  

                                    
7  

                                    
8  

TOTAL SHAREHOLDERS’ EQUITY 
 

41,713 41,795 

NON–CURRENT LIABILITIES 
 

    

Medium-long term loans 11 52,734 53,505 

of which with related parties: 11 16,779 
                                 

17,054  

Derivative financial instruments 13 471 543 

Employee benefit liability 
 

2,733 2,705 

Provisions for risks and charges 
 

29 25 

Deferred tax liabilities 
 

1,820 1,830 

TOTAL NON-CURRENT LIABILITIES 
 

57,787 58,608 

CURRENT LIABILITIES 
 

    

Interest-bearing financial payables (current portion) 12 45,847 38,082 

of which with related parties: 12 1,021 
                                      

995  

Derivative financial instruments 13                                    -  
                                           

-  

Trade payables 
 

25,175 25,529 

of which with related parties: 
 

1,392 905 

Advances from customers 
 

4,555 6,176 

Income taxes payable 
 

1,628 2,160 

Provisions for risks and charges 
 

1,974 2,222 

Other current liabilities 
 

4,478 4,343 



25 
 

TOTAL CURRENT LIABILITIES 
 

83,657 78,512 

TOTAL LIABILITIES 
 

141,444 137,120 

TOTAL SHAREHOLDERS’ EQUITY AND LIABILITIES 
 

183,157 178,915 

 

Consolidated income statement for the quarter ended 31 March 2014 and 2013 

 

    Quarter ended 31 March 

(Euro in thousands)  Notes 2014 2013 

Revenues from sales and services 14 27,244 25,881 

   of which with related parties:   1,211 3,389 

Cost of raw materials and consumables   (13,877) (10,423) 

   of which with related parties:   (1,030) -  

Cost of services    (4,810) (4,899) 

   of which with related parties:   26  (92) 

Payroll costs   (6,335) (5,917) 

Other operating costs/revenues, net   (564) (644) 

   of which with related parties:   105  (89) 

Depreciation and amortisation   (1,661) (1,437) 

Development costs capitalised   1,227  717  

Portion of losses/(gains) from the valuation of Joint Ventures 
using the equity method   

333  352  

Total operating costs 15 (25,687) (22,251) 

Operating income   1,557  3,630  

Financial expenses   (1,233) (1,641) 

   of which with related parties:   (279) (304) 

Financial income   297  1,800  

   of which with related parties:   37  16  

Portion of losses/(gains) from the valuation of equity 
investments using the equity method   

(70) (25) 

Pre-tax profit   551  3,764  

Income tax   (394) (1,392) 

Net profit for the period   157  2,372  

Profit / (loss) attributable to non-controlling interests   (2) (2) 

Group profit (loss)   159 2,374 

Basic and diluted earnings per share                            0.0015                           0.0222  
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Consolidated statement of comprehensive income for the quarter ended 31 March 2014 
and 2013 

 

    Quarter ended 31 March 

(Euro in thousands) Notes 2014 2013 

NET PROFIT FOR THE PERIOD                                   159                              2,374  

Other components of comprehensive income:       

Exchange differences on conversion of foreign financial statements   616  -  

Total other income/(losses) after tax   616  -  

Total comprehensive income (loss) after tax   775  2,374  

Attributable to:       

Shareholders of the Parent Company   777  2,376  

Minority interests   (2) (2) 
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Statement of consolidated cash flows for the quarter ended 31 March 2014 and 2013 

 

   
Quarter ended 31 March 

(Euro in thousands)  Notes 2014 2013 

CASH FLOW FROM OPERATING ACTIVITIES        

Net profit for the period 
 

159 2,374 

Adjustments to reconcile net income for the period with the 
cash flows generated by (used in) operating activities:   

    

Depreciation and amortisation  
 

1,661  1,437  

Provisions for employee benefit liability 
 

27  -  

Provisions for risks and charges / inventory obsolescence / 
doubtful accounts  

44  -  

Employee benefit payments 
 

(1) (11) 

Payments of provisions for risks and charges 
 

(245) (322) 

Net change in deferred tax assets and liabilities 
 

33  286  

Change in fair value of financial instruments 13 (81) (119) 

Change in current assets and liabilities:  
 

    

Trade receivables 8 (4,189) 3,173  

Inventories 7 (1,450) (7,459) 

Trade payables  
 

(304) (1,407) 

Other current assets and liabilities 
 

(1,649) (1,265) 

NET CASH FLOW GENERATED BY OPERATING 
ACTIVITIES (A)  

(5,995) (3,313) 

CASH FLOW FROM INVESTING ACTIVITIES  
 

    

Investments in property, plant and equipment 6 (1,987) (536) 

Investments in intangible assets 5 (1,389) (862) 

(Investments) / disposal of financial assets 
 

(1,623) (3,791) 

Proceeds from sale of property, plant and equipment and 
intangible assets 

5-6 222  24  

NET CASH FLOW USED IN INVESTING ACTIVITIES (B) 
 

(4,777) (5,165) 

NET CASH FLOW FROM FINANCING ACTIVITIES 
 

    

Disbursement of medium/long- term loans  11 3,643  890  

Repayment of medium/long- term loans  11 (4,534) (2,187) 

Net change in short-term financial debt 12 7,879  401  

Other changes 
 

(220) (144) 

NET CASH FLOW GENERATED BY (USED IN) FINANCING 
ACTIVITIES (C)   

6,768  (1,040) 

TOTAL CASH FLOW FOR THE PERIOD (D=A+B+C)   (4,004) (9,518) 

EFFECT OF EXCHANGE RATE CHANGES ON CASH AND 
CASH EQUIVALENTS (E)   

(9) (3) 

CASH AND CASH EQUIVALENTS AT THE BEGINNING OF 
THE PERIOD (F)   

13,778  17,144  

CASH AND CASH EQUIVALENTS AT THE END OF THE 
PERIOD (G=D+E+F) 

  

9,765  7,623  

Additional information:       

Interest paid   701  619  

Income tax paid   983  1,557  
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Statement of changes in consolidated shareholders’ equity for the quarter ended 31 
March 2014 and 2013 

 

  

Share 
capital 

Legal 
reser

ve 

Share 
premiu

m 
reserv

e 

Reserv
e of 

Treasu
ry 

Shares 

Translati
on 

reserve 

Other 
reserves 

Profit for 
the 

period 

Total 
Shareholde

rs’ Equity 
attributable 

to Parent 
Company 

Shareholde
rs 

Total 
Shareholde

rs’ Equity 
attributable 

to Non-
Controlling 

Interests 

Total 
Shareholde

rs’ Equity 

(Euro in thousands) 

                      
Balance as at 1 
January 2014 

10,708  1,810  10,915  (793) (1,455) 16,218  4,384  41,787  8  41,795  

Profit for the period -  -  -  -  -  -  159  159  (2) 157  

Other profits / (losses) -  -  -  -  (20) -  -  (20) -  (20) 

Total comprehensive 
income / (loss) 

-  - - - - - - 139  (2) 137  

Allocation of net income 
for the period 

-  -  -  -  -  4,384  (4,384) -  1  1  

Dividend distribution -  -  -  -  -  -  -  -  -  -  

Other changes -  -  -  -  -  (220) -  (220) -  (220) 

Balkance as at 31 
March 2014 

10,708  1,810  10,915  (793) (1,475) 20,382  159  41,706  7  41,713  

 

 

  

Share 
capital 

Legal 
reser

ve 

Share 
premiu

m 
reserv

e 

Reserv
e of 

Treasu
ry 

Shares 

Translati
on 

reserve 

Other 
reserves 

Profit for 
the 

period 

Total 
Shareholde

rs’ Equity 
attributable 

to Parent 
Company 

Shareholde
rs 

Total 
Shareholde

rs’ Equity 
attributable 

to Non-
Controlling 

Interests 

Total 
Shareholde

rs’ Equity 

(Euro in thousands) 

                      
Balance as at 1 
January 2013  

10,708  1,502  10,915  (466) (334) 12,313  8,307  42,945  -  42,945  

Profit for the period -  -  -  -  -  -  2,374  2,374  (2) 2,372  

Other profits / (losses) -  -  -  -  616  -  -  616  -  616  

Total comprehensive 
income / (loss) 

-  - - -   - - 2,990  (2) 2,988  

Allocation of net income 
for the period 

-  -  -  -  -  8,307  (8,307) -  -  -  

Dividend distribution -  -  -  -  -  -  -  -  -  -  

Other changes -  -  -  (144) -  -  -  (144) 9  (135) 

Balance as at 31 
March 2013 

10,708  1,502  10,915  (610) 282  20,620  2,374  45,791  7  45,798  
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Explanatory notes 

 

Accounting policies adopted in preparing the consolidated financial statements as at 31 
March 2014 

 

1.Company information 

The Parent Company Tesmec S.p.A. (hereinafter “Parent Company” or “Tesmec”) is a legal entity organised in 
accordance with the legal system of the Italian Republic. The ordinary shares of Tesmec have been listed on the 
MTA STAR Segment of the Milan Stock Exchange since 1 July 2010. The registered office of the Tesmec Group 
(hereinafter “Group” or “Tesmec Group”) is in Milan, Piazza S. Ambrogio 16. 
 

 

2.Reporting standards 

The consolidated financial statements as at 31 March 2014 have been prepared in condensed form in accordance 
with International Financial Reporting Standards (IFRS), by using the methods for preparing interim financial 
reports provided by IAS 34 Interim financial reporting.  
 
The accounting standards adopted in preparing the interim condensed consolidated financial statements as at 31 
March 2014 are those adopted for preparing the consolidated financial statements as at 31 December 2013 in 
compliance with IFRS.  
 
More precisely, the consolidated statement of financial position, income statement, comprehensive income 
statement, statement of changes in shareholders’ equity and statement of cash flows are drawn up in extended 
form and are in the same format adopted for the consolidated financial statements as at 31 December 2013. 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. In particular, as provided by IAS 34, in order to avoid 
repeating already disclosed information, the notes refer exclusively to items of the consolidated statement of 
financial position, the consolidated income statement, the consolidated statement of comprehensive income, the 
statement of changes in consolidated shareholders’ equity and the statement of consolidated cash flows whose 
breakdown or change, with regard to amount, type or unusual nature, are significant to understanding the 
economic and financial situation of the Group.  
 
Since the interim consolidated financial statements do not disclose all the information required in preparing the 
consolidated annual financial statements, they must be read together with the consolidated financial statements as 
at 31 December 2013.  
 
The consolidated financial statements as at 31 March 2014 comprise the consolidated statement of financial 
position, consolidated income statement, consolidated statement of comprehensive income, statement of changes 
in consolidated shareholders’ equity, statement of consolidated cash flows and related explanatory notes. 
Comparative figures are disclosed as required by IAS 34 (31 December 2013 for the statement of financial position 
and the first quarter of 2013 for the consolidated income statement, consolidated statement of comprehensive 
income, statement of changes in shareholders’ equity and cash flow statement).  
 
The quarterly consolidated financial statements are presented in Euro and all values are rounded to the nearest 
thousand, unless otherwise indicated.  
 
Disclosure of the quarterly consolidated financial statements of the Tesmec Group for the period ended 31 March 
2014 was authorised by the Board of Directors on 9 May 2014. 
 
2.1 Restatement of the figures of the previous financial year 
 
From 1 January 2014, the Tesmec Group, in line with its strategy to extend the range of machinery for the 
maintenance of railway rolling stock, will reclassify the income statement and statement of financial position results 
of the Rail segment separate to those of the Stringing equipment segment. To achieve a like-for-like comparison 
with the figures from the previous year, the same have also been reclassified.  
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Translation of foreign currency financial statements and of foreign currency items 

 
The exchange rates used to determine the value in Euros of the financial statements of subsidiary companies 
expressed in foreign currency (exchange rate to 1 Euro) are shown below:  
 

  

Average exchange rates for the End-of-period exchange rates 

quarter ended 31 March as at 31 March 

  2014 2013 2014 2013 

US Dollar 1.370 1.320 1.379 1.281 

Bulgarian Lev 1.956 1.956 1.956 1.956 

Russian Rouble 48.078 40.151 48.780 39.762 

South African Rand 14.889 11.831 14.588 11.820 

Qatar Riyal 4.988 4.807 5.021 4.662 

 
 
 

3.Consolidation methods and area 

On 31 March 2014, the area of consolidation has not changed with respect to that as at 31 December 2013.  
 
 

4.Significant events occurred during the period 

The extraordinary transactions that occurred during the period include the following: 
 

 on 20 January 2014, the Court of Bari approved the proposed arrangement with creditors for AMC2 S.r.l. in 
liquidation and opened the validation proceedings, which were concluded on 17 March 2014. Therefore, it 
is envisaged that the acquisition of AMC2 S.r.l. in liquidation will be finalised by the end of the first half of 
the year; this operation is part of the Group’s expansion strategy relating to the rolling stock maintenance of 
Rail networks; 

 

 on 25 February 2014, the rental of the “SGE” business unit was launched. SGE manufactures meters to 
measure energy efficiency. On the same date, SGE-T S.r.l., part of the Tesmec Group, changed its name 
to SGE S.r.l.. Seven operating units were transferred on signature of the contract; this operation is also part 
of the Group’s expansion plan in the sector of efficient power network management, which includes the 
purchase of the “I-Light” business unit and the purchase of 40% of the share capital of Bertel in July 2011 
and January 2012 respectively.  
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COMMENTS ON THE MAIN ITEMS IN THE CONSOLIDATED FINANCIAL STATEMENTS 

 
 
5.Intangible assets  

 
The breakdown and changes in “Intangible assets” as at 31 March 2014 and as at 31 December 2013 are shown in 
the table below: 
 

  01/01/201
3 

Increase
s due to 
purchas

es 

Decreas
es 

Reclassificati
ons 

Amortisatio
ns 

Exchang
e rate 

differenc
es 

31/03/201
4 

(Euro in thousands) 

Development costs 8,535 1,259 - 70 (869) (1) 8,994 

Rights and Trademarks 501 - - 8 (44) - 465 

Assets in progress and advance payments 
to suppliers 

1,178 130 - (78) - - 1,230 

Total intangible assets 10,214 1,389 - - (913) (1) 10,689 

 
 
Intangible assets amounted to Euro 10,689 thousand as at 31 March 2014, and were up by Euro 475 thousand 
against the previous year mainly due to development costs capitalised during the first nine months of 2014 of Euro 
1,259 thousand, partially offset by the amortisation for the period (Euro 869 thousand). These costs refer to 
projects that the Group’s technical offices are working on, based on expectations of income that go beyond those 
of orders currently in progress. The increase in the period is due to development costs borne and capitalised with 
reference to the design of machines and integrated systems for the installation, maintenance and diagnostics of the 
railway catenary wire system, plus customised machines for special operations on the line. 
 
Where signs of impairment and the result of impairment tests suggest that the value of a project will not be 
recovered by the generation of future cash flows, it is fully amortised in the financial period. 
 
 
6.Property, plant and equipment  

 
The breakdown and changes in “Property, plant and equipment” as at 31 March 2014 and as at 31 December 2013 
are shown in the table below: 
 

  01/01/201
3 

Increase
s due to 
purchas

es 

Decreas
es 

Reclassificatio
ns 

Depreciati
ons 

Exchang
e rate 

differenc
es 

31/03/2014 

(Euro in thousands) 

Land 5,435 - - - - (1) 5,434 

Buildings 24,708 1 - 76 (206) - 24,579 

Plant and machinery 6,570 108 - - (265) - 6,413 

Equipment 550 41 - 5 (62) - 534 

Other assets 5,307 1,834 (222) - (215) (7) 6,697 

Assets in progress and advance payments 
to suppliers 

593 3 - (81) - (1) 514 

Total property, plant and equipment 43,163 1,987 (222) - (748) (9) 44,171 

 
 
As at 31 March 2014, property, plant and equipment totalled Euro 44,171 thousand, up Euro 1,008 thousand on the 
previous year.  
This increase is mainly the result of changes in the fleet’s machines for a net amount of Euro 1,612 thousand due 
to: (i) the sale of Trencher machines and (ii) the inclusion of machines in the Trencher fleet for a total of Euro 1,834 
thousand, related to the launch of new lease business. 
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7.Inventories  

 
The following table provides a breakdown of the item as at 31 March 2014 compared to 31 December 2013:  
 

(Euro in thousands) 
31 March 2014 31 December 2013 

Raw materials and consumables 25,524 24,277 

Work in progress 8,421 9,884 

Finished products and goods for resale 11,521 11,934 

Works on order 3,131 1,489 

Advances to suppliers for assets 897 519 

Total Inventories 49,494 48,103 

 
 
Compared to 31 December 2013, inventories recorded an increase of Euro 1,391 thousand mainly attributable to 
the increase in Works on order, which includes the progress of works on order in the Rail segment. 
 
 
8.Trade receivables  

 
The following table provides a breakdown of Trade receivables as at 31 March 2014 and as at 31 December 2013: 
 

(Euro in thousands) 
31 March 2014 31 December 2013 

Trade receivables from third-party customers 41,535 35,796 

Trade receivables from associates, related parties and joint ventures 4,376 7,394 

Total trade receivables 45,911 43,190 

 
 
The increase in trade receivables (6.3%) reflects the trend of sales for the quarter, which were concentrated in 
March in particular. The balance of trade receivables due from related parties fell by Euro 3,018 thousand mainly 
due to lower sales to the associated company Tesmec Peninsula.  
 
9.Financial receivables and other current financial assets 

 
The following table provides a breakdown of financial receivables and other current financial assets as at 31 March 
2014 and as at 31 December 2013: 
 

(Euro in thousands) 
31 March 2014 31 December 2013 

Financial receivables due from associates, related parties and joint ventures 10,707 8,447 

Financial receivables from third parties 455 891 

Other current financial assets 43 69 

Total financial receivables and other current financial assets 11,205 9,407 

 
 

The increase in current financial assets from Euro 9,407 thousand to Euro 11,205 thousand is mainly due to the 
increase in credit positions relating to specific contracts signed with the related parties of joint ventures on which an 
interest rate is applied and repayable within 12 months. 
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10.Share capital and reserves 

 

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 each.  
 
The following table provides a breakdown of Other reserves as at 31 March 2014 and as at 31 December 2013: 
 

(Euro in thousands) 
31 March 2014 31 December 2013 

Revaluation reserve 86 86 

Extraordinary reserve 14,939 14,939 

Change in the scope of consolidation 
 

(44) 

Severance indemnity revaluation reserve (146) (146) 

Network Reserve 794 794 

Retained earnings/(losses brought forward) 8,757 4,637 

Bills charged directly to shareholders’ equity 
  

on operations with entities under common control (4,048) (4,048) 

Total other reserves 20,382 16,218 

 
The revaluation reserve is a reserve in respect of which tax has been deferred, set up in accordance with Italian 
Law No. 72/1983. 
 
The value of translation differences has a negative impact on Shareholders' Equity of Euro 20 thousand as at 31 
March 2014. 
 
As at 31 March 2014, the increase in Retained earnings/(losses brought forward) is due to the 2013 profit that was 
allocated by the Shareholders' Meeting on 30 April 2014. 
 
 
11.Medium-long term loans  

 
During the first three months of 2014, medium-long term loans fell from Euro 53,505 thousand to Euro 52,734 
thousand mainly due to (i) reclassification under the current financial indebtedness of Euro 4,415 thousand relating 
to the short-term portion of medium/long-term loans (ii) decrease in financial leases (Euro 20,272 thousand as at 
31 March 2014 compared to Euro 20,822 thousand as at 31 December 2013) net of (iii) the drawing-up of new 
medium/ long-term loan agreements amounting to Euro 3,644 thousand. 
 
 
12.Interest-bearing financial payables (current portion) 

 
The following table provides details of this item as at 31 March 2014 and as at 31 December 2013: 
 

(Euro in thousands) 
31 March 2014 31 December 2013 

Advances from banks against invoices and bills receivables 27,016 19,275 

Other financial payables (short-term leases) 2,291 2,277 

Payables due to factoring companies 1,276 1,483 

Guarantee deposits 220 117 

Current account overdrafts 0 505 

Short-term loans to third parties 3,730 2,978 

Current portion of medium/long-term loans 11,314 11,447 

Total interest-bearing financial payables (current portion) 45,847 38,082 

 



35 
 

The increase in the current portion of medium/long-term loans refers to the reclassification of the short-term portion 
of the loans described in the previous paragraph. 
13. Disclosure of derivative financial instruments 

 

The following table shows a summary of the financial instruments, other than cash and cash equivalents, owned by 
the Group as at 31 March 2014: 

 

(Euro in thousands)  

Loans and 
receivables/ 

financial 
liabilities 

measured at 
amortised 

cost 

Guarantee 
deposits 

Cash and 
cash 

equivalents 

Available-for-
sale financial 

assets 

Fair value 
recognised 

in the 
income 

statement 

       
Financial assets: 

     
Financial receivables 1 - - - - 

Guarantee deposits - 38 - - - 

Trade receivables 659 - - - - 

Total non-current 660 38 - - - 

  
     

Trade receivables 45,911 - - - - 

Financial receivables due from related parties 6,568 - - - - 

Financial receivables from third parties 4,637 - - - - 

Other available-for-sale securities - - - 123 - 

Cash and cash equivalents - - 9,765 - - 

Total current 57,116 - 9,765 123 - 

  
     

Total 57,776 38 9,765 123 - 

  
     

Financial liabilities: 
     

Loans 32,462 - - - - 

Non-current portion of finance leases, net 20,272 - - - - 

Derivative financial instruments - - - - 471 

Total non-current 52,734 - - - 471 

  
     

Loans 15,044 - - - - 

Other financial payables (short-term leases) 2,291 - - - - 

Other short-term payables 28,512 - - - - 

Trade payables 25,175 - - - - 

Total current 71,022 - - - - 

  
     

Total 123,756 - - - 471 

 

 

Management and types of risk  

 
Within its scope of operations, the Group is exposed, to a greater or lesser extent, to certain types of risk that are 
managed as follows. 
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The Group does not hold derivatives or similar products for purely speculative purposes. 
 
Interest rate risk 

 

The Tesmec Group’s exposure to interest rate risk is managed by taking overall exposure into consideration: as 
part of the general policy to optimise financial resources, the Group seeks equilibrium, by using less expensive 
forms of financing.  
 
With regard to the market risk due to changes in the interest rate, the Group's policy is to hedge the exposure 
related to the portion of medium to long-term indebtedness. Derivative instruments such as Swaps, Collars and 
Caps are used to manage this risk.  
 
As at 31 March 2014, there were four positions related to derivative instruments of interest rate swap hedging the 
risk related to the potential increase in interest bearing financial payables (current portion) due to fluctuating market 
rates. The notional value of these positions was Euro 20.7 million, with a negative equivalent value of Euro 471 
thousand. 
 

Exchange rate risk 

 

A significant portion of the Group's revenues is generated by sales in foreign countries, including developing 
countries.  
 
The main transaction currencies used for the Group’s sales are the Euro and the US Dollar. The Group believes 
that if the exchange rate fluctuations of these two currencies are low, there is no risk to operating margins, insofar 
as the sale price could be adapted on each occasion to the exchange rate. However, if the US dollar were to 
depreciate significantly against the Euro, we cannot exclude negative effects on margins to the extent that a good 
portion of sales in US dollars concerns the productions of Italian factories that operate with costs in the Eurozone. 
 
With regard to net exposure that is mainly represented by loans in US Dollars of Tesmec S.p.A., the forward buying 
of the American currency is adopted as the only hedging instrument. However, these hedges are carried out only 
for one part of the total exposure in that the timing of the inflow of the receipts in dollars is difficult to predict at the 
level of each sales invoice. Besides, for a good part of the sales in dollars, the Group uses the production of the 
American factory with costs in US dollars by creating in this way a sort of natural hedging of the currency exposure. 

 
Forward sale instruments for fixing the exchange rate at the moment of the order are mainly used for covering the 
risk of the dollar exposure deriving from: 
i) selling trenchers produced in Italy in Middle-East countries; 
ii) selling stringing machines produced in Italy in the USA where purchases are in Euro, and sales in US 

dollars. 
 
Despite the adoption of the above strategies aimed at reducing the risks arising from fluctuation of exchange rates, 
the Group cannot exclude that future changes thereof might affect the results of the Group. Fluctuations in 
exchange rates could also significantly affect the comparability of the results of each financial period.  
 
In the first three months of 2014, Tesmec S.p.A. did not enter into any forward cover contracts of the Euro/USD 
exchange rate.  
 
Credit risk 

 

For the Group, credit risk is closely linked to the sale of products on the market. In particular, the extent of the risk 
depends on both technical and commercial factors and the purchaser's solvency. 
From a commercial viewpoint, the Group is not exposed to a high credit risk insofar as it has been operating for 
years in markets where payment on delivery or letter of credit issued by a prime international bank are usually used 
as payment methods. For customers located in the European region, the Group mainly uses factoring without 
recourse. The provisions for doubtful accounts are considered to be a good indication of the extent of the overall 
credit risk. 
 
Price risk 

 

In general, price risk is linked to the fluctuation of commodity prices. 
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Specifically, the price risk of the Group is mitigated by the presence of many suppliers of raw materials as well as 
by the need to be sure on the supply volumes, in order not to affect the warehouse stock. 
In reality, this risk seems remote for two fundamental reasons: 
1. the existence and use of alternative suppliers; 
2. the heterogeneity of raw materials and components used in the production of the Tesmec machinery: it is 
unlikely for all of them to be affected by increasing price tensions at the same time. 
In particular, in the current market situation, this risk seems particularly weakened by the situation of oversupply in 
many markets.  
Liquidity/cash flow variation risks 

The management of financial requirements and related risks (mainly interest rate risks, liquidity and exchange rate 
risks) is carried out by the Group on the basis of guidelines defined by the Group General Management and 
approved by the Chief Executive Officer of the Parent Company. 
The main purpose of these guidelines is to guarantee the presence of a liability structure always in equilibrium with 
the structure of the balance sheet assets, in order to keep a very sound balance sheet structure.  
Forms of financing most commonly used are represented by:  

 
 interest bearing financial payables with multiyear redemption plan, to cover the investments in fixed assets 

and to finance expenses related to several development projects; 

 short-term financial payables, advances on export, transfers of trade receivables, to finance the working 
capital. 

 
The average cost of indebtedness is benchmarked to the trend of the 1/3-month Euribor rates for short-term loans 
and of the 3/6-month Euribor rates for medium to long-term loans. Some interest rate hedges have been set in 
place for floating interest-rate bearing financial payables. Existing loans contemplate the observance of financial 
covenants, commented below.    
 
 
Risks related to transactions with suppliers 

The Tesmec Group adopts a supply policy aimed at diversifying the suppliers of components that are characterised 
by purchased volumes or by high added value. However, the termination for any reason of these supply relations 
could imply for the Group supply problems of such raw materials, semi-finished and finished goods as for quantity 
and time suitable for ensuring the continuity of production, or the provisioning could lead to time issues for 
achieving quality standards already acquired with the old supplier. 
 
 
Additional disclosures: fair value measurement hierarchy levels 

With regard to financial instruments measured at their fair value, the classification of the same is provided below, 

based on the hierarchy levels envisaged by IFRS 13, which reflect the significance of the inputs used to determine 

fair value. The following levels have been established: 

 
 level 1 - quoted prices without adjustment recorded in an active market for measured assets or liabilities; 

 level 2 - are inputs other the quoted prices included within Level 1, that are observable in the market, either 
directly (as in the case of prices) or indirectly (i.e. when derived from the prices); 

 level 3 - inputs that are not based on observable market data. 

 

The following table illustrates the assets and liabilities measured at fair value as at 31 March 2014, broken down 

into the above three levels: 
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(Euro in thousands)  

Book value as 
at 31 March 

2014 
Level 1 Level 2 Level 3 

      
Financial assets: 

    
Other available-for-sale securities 123 - - 123 

Total current 123 - - 123 

  
    

Total 123 - - 123 

  
    

Financial liabilities: 
    

Derivative financial instruments 471 - 471 - 

Total non-current 471 - 471 - 

  
    

Total 471 - 471 - 

 
 

14.Revenues from sales and services  

 

The table below shows the breakdown of Revenues from sales and services as at 31 March 2014 and as at 31 
March 2013:  
 

  Quarter ended 31 March 

(Euro in thousands) 2014 2013 

Sales of products 26,814 25,480 

Services rendered 430 401 

Total revenues from sales and services 27,244 25,881 

 

Revenues as at 31 March 2014 recorded an increase compared with the same period of the previous year, 
especially as regards sales of products. 
 
 
15.Operating costs  

 
The item operating costs amounted to Euro 25,687 thousand, an increase of 15.4% compared to the previous year, 
a more than proportional increase with respect to the performance in revenues (5.3%).  This performance is due  to 
increase in sales, but also to the deterioration of the industrial margin related to contingent factors, which regarded 
the introduction of Group machines to several new countries and the worsening of the EUR/USD exchange rate, 
which during the period recorded an average of 1.370 against 1.320 in the first quarter of 2013. 
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Segment Reporting 

For management purposes, the Tesmec Group is organised into strategic business units on the basis of the nature 
of the goods and services supplied, and presents three operating segments for disclosure purposes: 

 Stringing equipment segment 
- machines and integrated systems for overhead and underground stringing of power lines and fibre optic 

cables; integrated solutions for the streamlining, management and monitoring of low, medium and high 
voltage power lines (smart grid solutions). 

 Trencher segment 
- high-efficiency crawler trenching machines for excavation with a set section for the construction of 

infrastructures for the transmission of data, raw materials and gaseous and liquid products in the various 
segments; energy, farming, chemical and public utilities, crawler trenching machines for works on surface 
mines and earth moving works (RockHawg); 

- specialised consultancy and excavation services on customer request; 
- multipurpose site machinery (Gallmac).  

 Rail segment  
- machines and integrated systems for the installation, maintenance and diagnostics of the railway catenary 

wire system, plus customised machines for special operations on the line. 

  
Quarter ended 31 March 

  2014 2013 restated 

(Euro in thousands) 

Stringing 
equipment 

Trencher Rail 
Consolidat

ed 
Stringing 

equipment 
Trench

er 
Rail 

Consolidate
d 

Revenues from sales 
and services 

13,806 11,697 1,741 27,244 15,699 9,315 867 25,881 

Operating costs net of 
depreciation and 
amortisation 

(11,628) (10,916) (1,482) (24,026) (11,673) (8,068) (1,073) (20,814) 

EBITDA 
(*)

 2,178 781 259 3,218 4,026 1,247 (206) 5,067 

Depreciation and 
amortisation 

(475) (968) (218) (1,661) (484) (880) (73) (1,437) 

Total operating 
costs 

(12,103) (11,884) (1,700) (25,687) (12,157) (8,948) (1,146) (22,251) 

Operating income 1,703 (187) 41 1,557 3,542 367 (279) 3,630 

Net financial 
income/(expenses)    

(1,006) 
   

134 

Pre-tax profit 
   

551 
   

3,764 

Income tax 
   

(394) 
   

(1,392) 

Net profit for the 
period    

157 
   

2,372 

Profit / (loss) 
attributable to non-
controlling interests    

2 
   

(2) 

Group profit (loss) 
   

159 
   

2,374 

 
 (*) The EBITDA is represented by the operating income gross of amortisation/depreciation.. The EBITDA thus defined represents a 
measurement used by Company management to monitor and assess the company’s operating performance. EBITDA is not recognised as a 
measure of performance by the IFRS and therefore is not to be considered an alternative measurement for assessing the performance of the 
Group’s operating income. As the composition of 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 on 
resource allocation and performance assessment. Segment performance is assessed on the basis of operating 
income.  
Group financial management (including financial income and charges) and income tax is managed at Group level 
and are not allocated to the individual operating segments. 
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The following table shows the consolidated statement of financial position by business segment as at 31 March 
2014 and as at 31 December 2013: 
 
 

  
As at 31 March 2014 As at 31 December 2013 restated 

(Euro in thousands) 

Stringing 
equipment 

Trenche
r 

Rail 
Not 

allocated 
Consolidate

d 

Stringing 
equipmen

t 
Trencher Rail 

Not 
allocat

ed 

Consolidate
d 

Intangible assets 2,992 3,421 4,276 - 10,689 2,824 3,527 3,863 - 10,214 

Property, plant and 
equipment 

12,239 31,861 71 - 44,171 12,367 30,720 76 - 43,163 

Financial assets 3,611 341 - 9 3,961 3,585 318 - 218 4,121 

Other non-current 
assets 

7 820 34 3,866 4,727 - - 29 4,925 4,954 

Total non-current 
assets 

18,849 36,443 4,381 3,875 63,548 18,776 34,565 3,968 5,143 62,452 

Inventories 10,324 35,298 3,872 - 49,494 12,142 33,883 2,078 - 48,103 

Trade receivables 14,581 29,985 1,345 - 45,911 10,897 30,245 2,048 - 43,190 

Other current assets 562 9,898 582 3,397 14,439 1,602 9,482 526 (218) 11,392 

Cash and cash 
equivalents 

- - - 9,765 9,765 - - - 13,778 13,778 

Total current assets 25,467 75,181 5,799 13,162 119,609 24,641 73,610 4,652 13,560 116,463 

Total assets 44,316 111,624 10,180 17,037 183,157 43,417 108,175 8,620 18,703 178,915 

Shareholders’ equity 
attributable to Parent 
Company 
Shareholders 

- - - 41,706 41,706 - - - 41,787 41,787 

Shareholders’ equity 
attributable to non-
controlling interests 

- - - 7 7 - - - 8 8 

Non-current 
liabilities 

4 4,758 350 52,675 57,787 - - 317 58,291 58,608 

Current financial 
liabilities 

- - - 45,847 45,847 - - - 38,082 38,082 

Trade payables 7,462 16,775 938 - 25,175 12,097 12,915 517 - 25,529 

Other current liabilities 1,879 3,271 3,073 4,412 12,635 5,006 7,066 2,829 - 14,901 

Total current 
liabilities 

9,341 20,046 4,011 50,259 83,657 17,103 19,981 3,346 38,082 78,512 

Total liabilities 9,345 24,804 4,361 102,934 141,444 17,103 19,981 3,663 96,373 137,120 

Total shareholders’ 
equity and liabilities 

9,345 24,804 4,361 144,647 183,157 17,103 19,981 3,663 138,168 178,915 
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Related party transactions 

 
The following table gives details of economic and equity transactions with related parties. The companies listed 
below have been identified as related parties as they are linked directly or indirectly to the current shareholders: 
 

  Quarter ended 31 March 2014 31 March 2014 

(Euro in thousands) 

Revenu
es 

Cost of 
raw 

materia
ls 

Cost 
of 

servic
es 

Other 
operati

ng 
(costs)/ 
revenu
es, net 

Financi
al 

income 
and 

expens
es 

Non-
curren

t 
financi

al 
assets 

Trade 
receivabl

es 

Current 
financial 
receivabl

es 

Other 
curre

nt 
asset

s 

Non-
current 
financi

al 
payabl

es 

Curren
t 

financi
al 

payabl
es 

Trade 
payabl

es 

Associates: 
            

Locavert S.A. 31 - - - - - 481 - - - - - 

Bertel S.p.A. - - - - - - - 35 - - - - 

Subtotal 31 - - - - - 481 35 - - - - 

Joint ventures: 
            

Condux Tesmec Inc. 374 - - 36 1 - 687 222 - - - - 

Tesmec Peninsula 84 (1,018) (4) 23 36 - 678 9,379 - - - 1,106 

Subtotal 458 (1,018) (4) 59 37 - 1,365 9,601 - - - 1,106 

Related parties: 
            

Ambrosio S.r.l. - - - (3) - - - - - - - 4 

CBF S.r.l. - - - - - - - - - - - 270 

Ceresio Tours S.r.l. - - (4) - - - - - - - - 1 

Dream Immobiliare 
S.r.l. 

- - - - (279) - - 1,069 - 16,779 1,021 - 

Eurofidi S.p.A. - - - - - - - 2 - - - - 

FI.IND. S.p.A. - - - - - - 9 - - - - - 

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

M.T.S. Officine 
meccaniche S.p.A. 

647 - 1 3 - - 2,274 - - - - - 

Reggiani Macchine 
S.p.A. 

70 (12) 33 46 - - 242 - - - - 11 

Subtotal 722 (12) 30 46 (279) - 2,530 1,071 - 16,779 1,021 286 

Total 1,211 (1,030) 26 105 (242) - 4,376 10,707 - 16,779 1,021 1,392 
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Certification 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 

Manager responsible for preparing the Company's financial statements of Tesmec S.p.A., respectively, hereby 
certify, also taking into consideration the provisions of Article 154-bis, paragraphs 3 and 4, of Italian Legislative 
Decree no. 58 of 24 February 1998: 

 
 the adequacy of the same, in view of the characteristics of the business and the 

 proper application 

 
of the administrative and accounting procedures for preparing the Interim Condensed Consolidated Financial 
Statements as at 31 March 2013. 

 
2. We also certify that:  

 

2.1    the Interim Condensed Consolidated Financial Statements as at 31 March 2014: 
 

 have been prepared in accordance with international accounting standards endorsed by the European 
Union, as provided by the Regulation (EC) No. 1606/2002 of the European Parliament and of the Council 
of 19 July 2002; 

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

 provide a true and fair view of the equity, income and cash flow situation of the issuer and of its 
consolidated companies. 

 
2.2 the interim report on operations includes a reliable analysis of the important events that took place during the 

first three 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 nine remaining months of 
the financial period. The interim report on operations also includes a reliable analysis of information on 
significant transactions with related parties.  

 
 
Grassobbio, 9 May 2014 
 
 
  
Dr. Ambrogio Caccia Dominioni        Dr. Andrea Bramani  
Chief Executive Officer         Manager responsible for  

preparing the Company’s 
financial statements 
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