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2007 FIRST QUARTER REPORT MARCH 31, 2007 

INTERIM CONSOLIDATED FINANCIAL STATEMENTS AS AT AND FOR THE THREE MONTHS 
ENDED 31 MARCH 2007 

ASSETS Note 
IFRS 

March 31, 2007 
IFRS 

March 31, 2006 
IFRS 

December 31, 2006 
  (€ in thousands) 
Non-current assets        
Property, plant and equipment………………………………… 1 13,229 20,408 24,581
Investment property…………………………………………… 2 787 879
Development expenditure……………………………………… 3 1,175 701 1,095
Goodwill……………………………………………………… 4 2,988 2,988 2,988
Other intangible assets with finite useful lives………………… 5 1,175 419 637
Other non-current financial assets……………………………… 6 73 73 102
Deferred tax assets……………………………………………… 7 1,160 1,358 1,193
       
Total non-current assets………………………………………  19,801 26,734 31,475
       
Current assets      
Trade receivables……………………………………………… 8 27,414 23,806 21,371
Inventories……………………………………………………… 9 31,693 30,521 32,161
Other receivables and current assets…………………………… 10 7,921 4,978 7,368
Current financial assets………………………………………… 11 188 191 188
Cash and cash equivalents……………………………………… 12 12,878 14,229 9,771
       
Total current assets……………………………………………  80,094 73,724 70,858
       
Assets classified as held for sale      
Property, plant and equipment………………………………… 1 11,811    
Investment property…………………………………………… 2 870    
       
Total assets classified as held for sale………………………  12,681  
       
TOTAL ASSETS………………………………………………  112,576 100,458 102,333
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EQUITY AND LIABILITIES Note 
IFRS 

March 31, 2007 
IFRS 

March 31, 2006 
IFRS 

December 31, 2006 
  (€ in thousands) 
Equity attributable to the shareholders of the parent      
Share capital……………………………………………………  10,000 2,500 2,500
IFRS adjustment reserve………………………………………  346 346 346
Other reserves…………………………………………………  20,988 21,627 16,549
Retained earnings………………………………………………  12,025 8,189 7,319
Profit for the period/year………………………………………  4,528 4,001 16,680
       
Total equity attributable to the shareholders of the parent 13 47,887 36,663 43,394
       
Minority interests…………………………………………… 13 140 248 160
       
TOTAL EQUITY……………………………………………  48,027 36,911 43,554
       
Non-current liabilities      
Bank loans……………………………………………………… 14 4,761 3,650 5,673
Other non-current financial liabilities………………………… 15 2,795 8,064 7,083
Provisions for risks and charges……………………………… 16 631 375 611
Defined benefit plans…………………………………………… 17 2,487 2,220 2,419
Deferred tax liabilities………………………………………… 18 1,206 3,294 3,318
       
Total non-current liabilities…………………………………  11,881 17,603 19,105
       
Current liabilities      
Bank overdrafts and short-term loans………………………… 19 4,304 821 3,207
Other current financial liabilities……………………………… 20 160 1,171 1,212
Trade payables………………………………………………… 21 28,605 30,006 24,447
Trade payables - related parties………………………………… 22 3,000 5,856 3,178
Tax liabilities…………………………………………………… 23 3,300 1,809 2,690
Other current liabilities………………………………………… 24 2,296 2,476 2,352
Other current liabilities - related parties……………………… 25 3,836 3,807 2,588
       
Total current liabilities………………………………………  45,500 45,944 39,674
       
Liabilities classified as held for sale      
Other non-current financial liabilities………………………… 15 4,295    
Deferred tax liabilities………………………………………… 18 2,090    
Other current financial liabilities……………………………… 20 784    
       
Total liabilities classified as held for sale……………………  7,169    
       
TOTAL LIABILITIES AND EQUITY………………………  112,576 100,458 102,333
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CONSOLIDATED INCOME STATEMENT Note 
IFRS format 
1st Q 2007 

IFRS format 
1st Q 2006 

IFRS format 
2006 

  (€ in thousands) 
       
Revenue (goods and services)…………………………………26 37,903 33,110 138,689
Other revenue and income…………………………………… 27 8 236 530
Cost for raw materials, consumables and goods and change 
in inventories………………………………………………… 28 (15,063) (8,269) (45,338)
Cost for raw materials - related parties………………………… 29 (3,020) (6,227) (17,746)
Cost for services and use of third party assets………………… 30 (7,685) (7,571) (31,600)
Personnel expenses…………………………………………… 31 (3,767) (3,354) (12,457)
Accruals, impairment losses and other operating expenses…… 32 (282) (595) (1,740)
       
Gross operating profit………………………………………  8,094 7,329 30,340
       
Amortization, depreciation and impairment losses…………… 33 (782) (659) (2,885)
       
Operating profit………………………………………………  7,311 6,670 27,455
       
Financial income……………………………………………… 34 92 40 254
Financial expenses…………………………………………… 35 (237) (170) (1,164)
Exchange rate gains (losses)…………………………………… 36 75 178 332
       
Profit before tax………………………………………………  7,241 6,719 26,876
       
Income tax expense…………………………………………… 37 (2,595) (2,793) (10,183)
       
Profit for the period/year from continuing operations……  4,647 3,925 16,693
       
Profit (loss) from discontinued operations………………… 38 (113)    
       
Profit for the period/year, of which attributable to:………  4,533    
       
Minority interests………………………………………………  5 (76) 13
Shareholders of the parent……………………………………  4,528 4,001 16,680
       
Basic earnings per share (in  Euros) (1)………………………… 39 0.05 15.70  66.72 
Diluted earnings per share (in  Euros) (1)……….……………… 39 0.05 15.70  66.72 
       
_________________________ 
(1)  There are 100,000,000 (one hundred million) shares outstanding; these shares numbered 250,000 at December 31, 2006 and previous 

periods. 
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CONSOLIDATED CASH FLOW STATEMENT 
IFRS 

1st Q 2007 
IFRS 

1st Q 2006 
IFRS 
2006 

 (€ in thousands) 
  
Opening cash and cash equivalents………………………………… 6,564 8,093 8,093
  
Profit before tax (less minority interests)…………………………… 7,055 6,795 26,863
Amortization, depreciation and impairment losses…………………… 902 659 2,885
Accruals to provisions for employee benefits………………………… 138 205 553
Other accruals less utilization………………………………………… (112) 71 56
Current taxes paid……………………………………………………… (2,417) (2,365) (9,474)
Government grants collected……………………………………………  (302)
Utilization of provisions for employee benefits……………………… (70) (37) (186)
(Increase) decrease in current assets     
Inventories……………………………………………………………… 468 (8,266) (9,906)
Trade receivables……………………………………………………… (6,043) (6,281) (3,846)
Receivables due from others and other assets………………………… (568) (158) (2,020)
(Increase) decrease in current liabilities    
Trade payables………………………………………………………… 4,158 10,338 4,779
Trade payables - related parties………………………………………… (178) 2,010 (668)
Payables to others and other liabilities………………………………… 749 2,751 2,333
  
Cash flows from operating activities………………………………… 4,082 5,722 11,068
  
Changes in non-current assets     
Investments in intangible assets………………………………………… (828) (342) (1,372)
Disposals of intangible assets………………………………………… 23 13
Investments in property, plant and equipment………………………… (1,147) (2,646) (8,800)
Disposals of property, plant and equipment…………………………… 4  91
Investments in financial assets - equity investments……………………  
Investments in other non-current financial assets……………………… (12) (77)
Disposals of other non-current financial assets………………………… 76 157 127
  
Cash flows used in investing activities……………………………… (1,895) (2,820) (10,017)
  
Dividends paid…………………………………………………………  (5,339)
Change in consolidation scope………………………………………… (55) (82) (779)
Loans obtained from banks and other financial backers during the  
year…………………………………………………………………… 154 2,647 4,622
Interest expense and other financial expenses………………………… (275) (151) (1,084)
  
Cash flows from (used in) financing activities……………………… (176) 2,414 (2,579)
  
Total cash flows……………………………………………………… 2,011 5,316  (1,529)
  
Closing cash and cash equivalents…………………………………… 8,575 13,408  6,564 
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Statement of changes in 
consolidated equity 

Share 
capital 

Legal 
reserve 

Statutory 
reserve 

Extraordinary 
and other 
reserves 

Profit 
for the 
period/

year 

Equity 
attributable 

to the 
shareholders 
of the parent 

Profit 
attributable 
to minority 

interests 

Share 
capital and 

reserves 
attributable 
to minority 

interests 
Total 
equity 

 (€ in thousands) 
Balance at January 1, 2006………… 2,500 500 1,528 17,023 11,134 32,685 217 90 32,992 
            
Allocation of profit……………………   259 10,875 (11,134)  (217) 217  
Change in consolidation scope………              
Translation difference…………………      (60)  (60)   13 (47)
Distribution of reserves………………             
Other changes…………………………      37  37   4 41 
Profit for the period……………………       4,001 4,001 (76)   3,925 
            
Balance at March 31, 2006………… 2,500 500 1,787 27,875 4,001 36,663 (76) 324 36,911 
            
Balance at December 31, 2006……… 2,500 500 1,822 21,892 16,680 43,394 13 147 43,554 
            
Allocation of profit……………………     562 16,118 (16,680)  (13) 13  
Change in consolidation scope………           (27) (27)
Translation difference…………………      27  27    27 
Distribution of reserves………………             
Other changes…………………………      (62)  (62)   2 (60)
Share capital increase………………… 7,500    (7,500)       
Profit for the period……………………       4,528 4,528 5   4,533 
            
Balance at March 31, 2007………… 10,000 500 2,384 30,475 4,528 47,887 5 135 48,027 
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NOTES TO THE INTERIM CONSOLIDATED FINANCIAL STATEMENTS AS AT AND FOR THE 
THREE MONTHS ENDED 31 MARCH 2007 

A) General Information 

LANDI RENZO group has been active in the motor propulsion fuel supply system sector for more than fifty 
years, designing, producing and selling environmentally-friendly LPG and natural gas fuel supply systems 
(“LPG line” and “natural gas line”, respectively). Its secondary business is the alarm system sector, in which it 
operates via its subsidiary MED S.p.A.. The group manages all the stages of the process from production to the 
sale of fuel supply systems for motor propulsion. Its customers are both international car manufacturers (OEM 
customers) and retailers and independent importers (after market customers).  

The parent is LANDI RENZO S.p.A. with its registered office in Cavriago (RE). 

LANDI RENZO group is managed and coordinated by Girefin S.p.A., pursuant to article 2497 of the Italian 
Civil Code. The parent acquired 1% and 0.5% of its subsidiaries Landi S.r.l. and MED S.p.A., respectively, 
during the first three months of 2007 thus achieving total control thereof. 

During the quarter, the shareholders of LANDI RENZO S.p.A. resolved to increase the company’s share capital 
with a bonus issue by transferring €7,500 thousand from the extraordinary reserve (as per the 2006 financial 
statements) to share capital. This transaction involved an increase in the nominal value of the existing 250,000 
shares from €10 to €40 each.  

The shareholders concurrently resolved to decrease the nominal value of the 250,000 outstanding shares from 
€40 to €0.10 with the related splitting of each existing share with a nominal value of €40 into 400 new shares 
with a nominal value of €0.10 each. This gave a share capital with a nominal value of €10,000 thousand split into 
100,000,000 shares with a nominal value of €0.10 each.  

These consolidated interim financial statements as at and for the three months ended March 31, 2007 were drawn 
up and approved by the board of directors on May 15, 2007.  

The figures disclosed in the interim consolidated financial statements, comprising a balance sheet, income 
statement, cash flow statement and statement of changes in equity together with these notes, are presented in 
thousands of Euros as the Euro is the functional currency of the primary economic environment in which the 
parent and the main group companies operate. 

B) Preparation Criteria 

Following the roll out of the project for the public offering and subsequent listing of the parent’s ordinary shares 
on the stock exchange organized and managed by Borsa Italiana and as required by regulation no. 809/2004/EC 
and recommendation no. 05-054b of the Committee of European Securities Regulators (“CESR”), the parent has 
availed of the option to apply the International Financial Reporting Standards (“IFRS”) endorsed by the EU 
beginning from the year ended December 31, 2006 pursuant to Legislative decree no. 38 of February 28, 2005 
for its consolidated financial statements. Therefore, the consolidated financial statements have been prepared in 
accordance with the IFRS endorsed by the European Commission. They were audited and included the IFRS 1 
required reconciliation schedules with the related notes as an annex.  

The interim consolidated financial statements as at and for the first three months of 2007 include the disclosures 
required by IAS 34 Interim Reporting. The same accounting policies and determination methods used to prepare 
the last annual financial statements were applied.  

In order to prepare these interim consolidated financial statements, the parent restated the financial statements of 
its Italian and foreign subsidiaries, to make them compliant with international standards. 
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The format of the consolidated income statement shows costs analyzed by nature as this presentation is held to 
best represent the group’s results. 

The following standards have been applied consistently to all the periods presented. 

C) Consolidation Procedures 

Subsidiaries 

A subsidiary is a company over which the parent has the direct or indirect power to control its operations in such 
a way as to benefit therefrom. Control exists when the parent holds the majority of the voting rights. Potential 
voting rights that are currently exercisable or convertible are also considered. The financial statements of the 
subsidiaries are consolidated on a line-by-line basis from the date of acquisition of control until their disposal.  

As required by IFRS 3, subsidiaries acquired by the group are recognized using the purchase method whereby:  

•  the cost of the business combination is the fair values of the assets given, considering the possible issue of 
equity instruments, and liabilities assumed, increased by costs directly attributable to the business 
combination; 

•  the excess of the cost of the business combination over the acquirer’s interest in the net fair value of the 
identifiable assets, liabilities and contingent liabilities is recognized as goodwill; 

•  if the cost of the business combination is smaller than the fair value of the group’s interest in the net fair 
value of the identifiable assets, liabilities and contingent liabilities, the difference is recognized directly in 
profit or loss; 

•  should the group acquire an additional interest in one of its subsidiaries, any excess of the consideration paid 
compared to the carrying amount of the additional interest is taken to equity; considering that acquisitions of 
additional interests after obtaining control are not specifically regulated by IFRS 3, the group has defined a 
policy whereby these acquisitions are treated as “equity transactions”. 

Intragroup payables and receivables, costs and revenue are eliminated as are the effects of all material 
transactions undertaken by group companies. 

Specifically, unrealized profit with third parties on transactions performed among the group companies are 
eliminated, including unrealized profit on closing inventories. 

Equity attributable to minority interests is shown separately; the profit attributable to minority interests is also 
recognized separately in the consolidated income statement. 

Associates and Jointly-Controlled Entities 

An associate is a company over which the parent exercises significant influence but does not control its 
operations. This influence exists if the parent holds an investment of between 20% to 50% of the voting rights. 
Investments in associates are measured using the equity method.  

IAS 31 defines a joint venture as a contractual arrangement whereby two or more parties undertake an economic 
activity that is subject to joint control. Interests in joint ventures are recognized on a proportionate basis.  

At March 31, 2007, the parent did not have investments in associates or interests in joint ventures.  
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Translation of the Financial Statements of the Foreign Group Companies 

The foreign currency financial statements are translated into the presentation currency using the closing rate for 
the balance sheet and the average annual rate for the income statement. Translation differences deriving from the 
adjustment of opening equity using the period-end spot rates and those due to different methods used to translate 
the profit for the period are taken to equity under other reserves. 

The following table shows the exchange rates used to translate the foreign currency financial statements. 

Exchange rate 
March 31, 

2007 

Average rate 
for the 1st 

quarter 2007 
December 31, 

2006 

Average 
annual rate 

for 2006 
March 31, 

2006 

Average rate 
for the 1st 

quarter 2006 
 (€) 
       
Zloty – Poland…………… 3.8668 3.8863 3.8310 3.8959 3.9425 3.8346 
Real – Brazil…………… 2.7158 2.7633 2.8133 2.7331 2.6437 2.6409 
Renminbi – China……… 10.2951 10.1688 10.2793 10.0096 9.7038 9.6793 
Rupee – Pakistan………… 80.8966 79.6620 80.2073 75.7151    
 
D) Consolidation Scope 

The interim consolidated financial statements include the financial statements of the parent LANDI RENZO 
S.p.A. and all the companies over which it exercises direct and indirect control. 

Companies Consolidated on a Line-by-Line Basis 

The interim consolidated financial statements include the financial statements of the parent LANDI RENZO 
S.p.A. and the companies over which the latter exercises direct and indirect control through the majority of 
voting rights at ordinary shareholders’ meetings. 

At March 31, 2007, LANDI RENZO group consists of the following companies, each of which is included in the 
interim consolidated financial statements on a line-by-line basis: 

Company Registered office  

  
Fully paid-up 
share capital  

 Direct  
investment  

 Indirect 
investment  

      
Landi Renzo S.p.A.………………………………Cavriago (RE)   €  10,000,000  Parent    
Landi S.r.l.……………………………………… Reggio Emilia   €  500,000 100.00% 0.00% 
MED S.p.A.………………………………………Reggio Emilia   €  2,000,000 100.00% 0.00% 
LR Industria e Commercio Ltda…………………Espirito Santo (Brazil)  R$  4,320,000 96.00% 0.00% 
Landi International B.V.…………………………Zeewolde (The Netherlands)   €  18,151 100.00% 0.00% 
Beijing Landi Renzo Autogas System Co. Ltd… Beijing (China)  USD  2,600,000 100.00% 0.00% 
Eurogas Utrecht B.V.…………………………… Zeewolde  (The Netherlands)   €  36,800 0.00% 100.00% 
Landi Renzo Polska Sp.Zo.O.……………………Warsaw (Poland)  PLN  50,000 0.00% 100.00% 
L.R. Pak (Private) Limited……………………… Karachi (Pakistan) RKR 25,000,000 70.00% 0.00% 
 
The following changes were made to the consolidation scope in the first quarter of 2007: 

•  Acquisition of an additional interest of 1% in the subsidiary Landi S.r.l. for €27 thousand from third parties. 
The greater consideration paid compared to the carrying amount of the net assets acquired was directly 
offset against equity attributable to shareholders of the parent. It was treated as an equity transaction. 

•  Acquisition of an additional interest of 0.05% in the subsidiary MED S.p.A. for €4 thousand from third 
parties. The greater consideration paid compared to the carrying amount of the net assets acquired was 
directly offset against equity attributable to shareholders of the parent. It was treated as an equity 
transaction. 
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The parent obtained an option for the purchase of the 30% of L.R. Pak Ltd., in which it currently has a 70% 
interest, obtained by subscribing its share capital upon its start-up, from its Pakistani partners. This option may 
be exercised from November 7, 2011 to November 6, 2013 for a consideration equal to the fraction of equity at 
the option exercise date, increased by the average EBIT of the five years before that in which the option is 
exercised, multiplied by three, again considering the fraction of share capital to be purchased.  

To date, as the parent has not yet paid the premium for this option and the Pakistani company is still in a start-up 
phase, the parent has not recognized the option. Moreover, the fair value measurement of the option is not 
required as this financial instrument is effectively an equity instrument and, therefore, falls under the exceptions 
from application of IAS 39.  

Companies Consolidated using the Proportionate Method 

The group does not have any companies consolidated using the proportionate method. 

Companies Consolidated using the Equity Method 

The group does not have any companies consolidated using the equity method. 

E) Accounting Policies 

The interim consolidated financial statements are prepared on a historic cost basis, except for securities classified 
as other current financial assets which are measured at fair value from January 1, 2005. 

The accounting policies described below have been applied consistently to all the periods covered by these 
consolidated financial statements and to prepare the opening balance sheet as at January 1, 2005 for the purposes 
of transition to the IFRS endorsed by the EU. 

With respect to presentation, the parent has adopted the following criteria: 

•  current and non-current assets and liabilities are presented separately in the balance sheet. Current assets, 
including cash and cash equivalents, are those expected to be realized, or intended for sale or consumption, 
in the group’s normal operating cycle and, moreover, within twelve months from the balance sheet date; 
current liabilities are those expected to be settled in the group’s operating cycle and, moreover, within 
twelve months after year end; 

•  expenses in the income statement are classified by nature; 

•  the indirect method has been adopted for the cash flow statement. 

The main accounting policies applied to the individual captions are described below: 

Property, Plant and Equipment 

Property, plant and equipment are recognized at cost including directly related expenses at the transition date in 
line with the exemption allowed by IFRS 1. 
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They are amortized on a straight-line basis over their estimated useful lives using the following rates, which are 
held to represent their effective use: 

Category Depreciation period Depreciation rate 
   
Land…………………………………………………………………………… Indefinite useful life 
Buildings………………………………………………………………………Straight-line basis 3% 
Plant and machinery………………………………………………………… Straight-line basis 10% 
Industrial and commercial equipment…………………………………………Straight-line basis 17.5 – 25% 
Other assets……………………………………………………………………Straight-line basis 12 – 20  – 25% 
 
The carrying amount and useful life of an item of property, plant and equipment are reviewed at least at every 
period end. 

Given its indefinite life, land is not depreciated. 

Ordinary maintenance costs are expensed in full. Costs for maintenance that increase the value of the asset are 
allocated thereto and depreciated over the asset’s useful life or, if shorter, up until when more extraordinary 
maintenance is needed. 

Financial expenses directly related to the purchase, construction or production of an item of property, plant and 
equipment are expensed when incurred as provided for by IAS 23.  

The carrying amount of property, plant and equipment is tested for impairment using the methods described in 
the paragraph on impairment losses. 

Assets are derecognized from the balance sheet upon their sale or when no further economic benefits are 
expected from their use. Any gain or loss (calculated as the difference between the sales price and carrying 
amount) is taken to profit or loss in the period of derecognition. 

Investment Property 

As allowed by IAS 40, investment property is recognized at cost including directly related charges. It is 
depreciated on a straight-line basis over its estimated useful life using a rate of 3%, held to represent the 
effective economic use. 

These notes disclose information about the investment property’s fair value at period end, determined reliably 
using appraisals drawn up by independent experts as required by IAS 40.  

Assets held for Sale and Discontinued Operations 

As required by IFRS 5, assets held for sale are classified in a specific balance sheet caption and measured at the 
lower of carrying amount and fair value less expected costs to sell. The profit or loss from discontinued 
operations is shown in the income statement. Additional disclosures on this result are given in these notes. In 
accordance with IFRS 5, the comparative figures have not been reclassified as the presentation required by this 
standard is on a prospective basis.   

Leases 

Finance leases are recognized under IAS 17. 
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This implies that: 

•  the cost of the leased asset is recognized under property, plant and equipment and amortized on a straight-
line basis over the asset’s estimated useful life; a balancing entry is made under financial liabilities for the 
same amount as the leased asset’s carrying amount; 

•  the lease payments are apportioned between the finance cost and the reduction of the outstanding liability to 
the lessor. 

Leases where the lesssor retains substantially all the risks and rewards of ownership are classified as operating 
leases and the related payments are taken to the income statement on a systematic basis over the lease term. 

Goodwill 

Goodwill deriving from business combinations is initially recognized at cost and is the excess of the cost of the 
combination over the acquirer’s interest in the net fair value of the identifiable assets, liabilities and contingent 
liabilities assumed. Goodwill is subsequently recognized as an intangible asset with an indefinite useful life and 
is no longer amortized. It is decreased for impairment losses, determined as described below.  

Goodwill deriving from acquisitions carried out before January 1, 2005 is recognized at the amount carried in the 
last set of financial statements prepared under Italian GAAP (December 31, 2004). As allowed by IFRS 1, 
acquisitions performed before January 1, 2005 were not restated when preparing the opening balance sheet under 
IFRS. 

Goodwill is tested for impairment annually or more frequently when events or changes in circumstances arise 
that could lead to impairment losses. 

At acquisition date, any goodwill is allocated to each of the cash-generating units that is expected to benefit from 
the synergetic effects of the acquisition. Any impairment losses are identified through appraisals based on the 
ability of each cash-generating unit to generate cash flows sufficient to recover the part of goodwill allocated 
thereto. If the recoverable value of the cash-generating unit is lower than its carrying amount, an impairment loss 
is recognized. This loss is not reversed if the reasons therefor are no longer valid. 

Development Expenditure 

Development expenditure that meets the requirements of IAS 38 for recognition as an asset (technical feasibility, 
intention and ability to complete, use or sell the asset, availability of adequate resources to complete the 
development and ability to measure reliably the expenditure attributable to the asset during its development) is 
amortized over three years based on its expected future use from when the related products are available for use. 
Its useful life is reviewed and changed to reflect forecasts about future use. 

Research expenditure is recognized in profit or loss when incurred. 

Other Intangible Assets 

Other intangible assets with a finite useful life purchased or developed internally are recognized when it is 
probable that the use of the asset will generate future economic benefits and its cost can be determined reliably. 
These assets are recognized at cost. 
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Intangible assets with finite useful lives are amortized on a straight-line basis considering their estimated useful 
lives as follows: 

•  Industrial patents and intellectual property rights: from 3 to 10 years; 

•  Licences and other: 5 years; 

•  Trademarks: 10 years. 

Impairment Losses 

Property, plant and equipment or intangible assets undergo impairment losses when the company is unable to 
recover their carrying amount through their use or sale. The objective of the impairment test provided for by IAS 
36 is to ensure that the assets are not recognized at an amount greater than their recoverable amount, being the 
higher of fair value less costs to sell and value in use. 

Value in use is the present value of the future cash flows expected to be derived from an asset or cash-generating 
unit to which an asset belongs. The expected cash flows are discounted using a pre-tax discount rate which 
reflects the present market estimate considering the time value of money and specific risks. 

If the carrying amount exceeds the recoverable amount, the assets or cash-generating units are impaired and the 
group recognizes an impairment loss in profit or loss. 

Impairment tests are carried out when internal or external factors show that the assets may be impaired. 
Goodwill and other intangible assets with an indefinite useful life are tested for impairment annually. When the 
conditions for impairment are no longer valid, the impairment loss is reversed to the extent of the carrying 
amount the asset would have had, net of amortization or depreciation calculated on historic cost, had the 
impairment loss not been recognized. Reversals are recognized in the income statement. 

Impairment losses on goodwill recognized in previous years are not reversed as provided for by the IFRS. 

Financial Assets 

Financial assets are initially recognized at cost, which equals their fair value, including transaction costs. 

Assets held for trading are subsequently classified as current financial assets and measured at fair value. Gains or 
losses deriving from this treatment are taken to profit or loss.  

Held-to-maturity investments are classified as current financial assets if they mature in less than one year and as 
non-current if after one year. They are subsequently measured at amortized cost. Therefore, the initial carrying 
amount is subsequently adjusted to reflect repayments of principal, any impairment losses and amortization of 
the difference between the repayment amount and initial carrying amount. Amortization is determined using the 
effective interest rate being the rate that aligns, at initial recognition, the present value of expected cash flows 
and initial carrying amount (amortized cost method). If there is objective evidence of impairment, the asset’s 
carrying amount is decreased to the discounted expected future cash flows. Impairment losses are taken to the 
income statement. If the reasons for impairment are no longer valid in future years, the asset is reinstated at the 
carrying amount it would have had, had the amortized cost method been applied and the impairment loss not 
recognized. 
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Inventories 

Raw materials, semi-finished products and finished goods are recognized at the lower of purchase or production 
cost, including related costs, determined using the FIFO method, and estimated realizable value based on market 
trends. Obsolete and slow-moving items are written down to reflect their realizable value. Specifically, the 
purchase cost is used for products purchased and held for resale and for the directly and indirectly used 
materials, purchased and used in production. 

Production cost is used to determine the value of finished goods or work in progress. 

Purchase cost is calculated considering the effective price net of trade discounts. 

Production cost includes the cost of the materials used, as defined above, and the direct and indirect industrial 
costs. 

Trade and Other Receivables 

Receivables are initially recognized at fair value and subsequently adjusted to reflect principal repayments, any 
impairment losses and discounting of the difference between the repayment amount and initial carrying amount. 
Discounting is carried out using the effective interest rate, being the rate that aligns, at initial recognition, the 
present value of expected cash flows and initial carrying amount (amortized cost method). If there is objective 
evidence of impairment, the asset’s carrying amount is decreased to the discounted expected future cash flows. 
Impairment losses are taken to the income statement. If the reasons for impairment are no longer valid in future 
years, the asset is reinstated at the carrying amount it would have had, had the amortized cost method been 
applied and the impairment loss not recognized. The provision for bad debts, recognized to align receivables to 
their smaller realizable value, includes impairment losses recognized to reflect objective evidence of indicators 
of impairment. The impairment losses, based on the most recent information available and best estimates made 
by the directors, are determined so that the impaired assets’ carrying amount is aligned with the discounted 
future cash flows. 

The provision for bad debts is offset against “Trade receivables”. 

Accruals to the provision are classified as “Accruals, impairment losses and other operating costs” in the income 
statement. This treatment is also used for any utilizations of the provision and for impairment losses on trade 
receivables. 

Cash and Cash Equivalents 

Cash and cash equivalents mainly comprise cash, on sight deposits with banks and other highly liquid short-term 
investments (that can be transformed into cash within 90 days). They are recognized at fair value and any 
changes are taken to profit or loss. Current account overdrafts are recognized as “Current financial liabilities”. 

In order to show the cash flows for the period, the bank overdrafts and short-term loans are included under cash 
flows from financing activities in the cash flow statement, as they mainly relate to bank advances and short-term 
loans. 

Treasury Shares 

As required by IAS 32, when an entity repurchases treasury shares, they are deducted directly from other 
reserves under equity. Gains or losses arising from the repurchase, sale or cancellation of treasury shares are not 
recognized in the income statement. 

The consideration paid or received, including all costs incurred and directly related to the transaction, net of any 
related tax benefit, is taken directly to equity. 
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Provisions for Risks and Charges 

Provisions for risks and charges are set up to meet present legal or constructive obligations deriving from past 
events for which a reliable estimate of the related amount required to settle the obligation can be made at the 
balance sheet date. 

When a liability is considered as potential, provision is not made therefor and adequate disclosure is made in the 
notes.  

When the time value of money is material and the date of the outflow of resources related to the obligation can 
be determined reliably, the estimated cost is discounted using a rate that reflects the current market assessments 
of the time value of money and risks specific to the liability. After discounting, the increase in the provision due 
to the passage of time is recognized as an interest expense. 

Employee Benefits 

Employee benefits substantially comprise post-employment benefits for the employees of the Italian group 
companies and pension funds. They are classified as defined benefit plans and are measured under IAS 19 using 
the projected unit credit method determined by independent actuaries. 

This calculation consists of estimating the amount of the benefit that an employee will receive at the estimated 
date of termination of employment using demographic assumptions (such as the mortality rate and personnel 
turnover rate) and financial assumptions (such as the discount rate and future salary rises). The resulting amount 
is discounted and restated on the basis of matured seniority compared to total seniority and represents a 
reasonable estimate of the benefits vested by each employee for his/her services. 

The actuarial gains and losses deriving from the related calculation are taken to profit or loss as revenue or 
expense when the cumulative net amount of the unrecognized actuarial gains and losses for each plan at the end 
of the previous year exceeds the higher of the obligations for the defined benefit plans and fair value of plan 
assets at that date by more than 10% (corridor approach). 

Trade Payables 

Trade payables are recognized at the fair value of the initial consideration received and are subsequently 
measured at amortized cost using the effective interest method. Trade payables with due dates in line with 
normal commercial terms are not discounted. 

Financial Liabilities 

Financial liabilities are initially recognized at cost, equal to the fair value of the liabilities net of the transaction 
costs which are directly related to their issue. 

Financial liabilities are subsequently measured at amortized cost using the effective interest method. 

Income Taxes 

Income taxes includes current and deferred taxes. They are generally taken to profit or loss unless they relate to 
items recognized directly in equity. In this case, they are also taken directly to equity. Current taxes are those 
expected to be paid calculated by applying the tax rate ruling at the balance sheet date to the taxable profit for the 
period. 
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Deferred taxes are calculated using the liability method for temporary differences between the carrying amounts 
of assets and liabilities and their tax values. They are calculated using the tax rate expected to be applicable 
when the asset is realized or payable settled. Deferred tax assets are only recognized when it is probable that the 
entity will generate taxable profit in the future sufficient to realize these assets. Deferred tax assets and liabilities 
are only netted when they have the same expiry date, when the entity has a legal right to net and they are 
from/due to the same taxation authorities. 

Revenue and Expenses 

Revenue is recognized to the extent it is probable that the economic benefits will be realized and the related 
amount can be determined reliably. The revenue and income are recognized net of returns, discounts and 
allowances as well as the taxes related directly to the sale of the products or provision of services. Revenue is 
recognized in the income statement only when it is probable that the group will benefit from cash flows deriving 
from the transaction. Revenue from the sale of products is recognized upon transfer of title, generally with 
delivery. 

Expenses are recognized to the extent it is probable to reliably determine that the group will receive the related 
economic benefits. Costs for services are recognized on an accruals basis when received. 

Dividends 

Dividends payable by the group are shown as changes in equity in the year in which they are approved by the 
shareholders.  

Financial Income and Expenses 

Income and expenses are recognized on an accruals basis considering interest accrued on the net carrying 
amount of the related financial assets and liabilities using the effective interest method as set out in paragraph 9 
of IAS 39. 

Grants 

Grants from public and private bodies are recognized at fair value when it is reasonably certain that they will be 
received and the conditions for their receipt will be met. 

Grants related to income (provided as immediate financial assistance to an entity or to cover expenses and losses 
incurred in a previous year) are fully recognized in profit or loss when the conditions for their recognition are 
met. 

The group did not receive grants related to assets during the period. 

Translation of Foreign Currency Captions 

Functional and Presentation Currency 

The group companies’ balance sheets, income statements and cash flow statements are prepared in the currency 
of the primary economic environment in which the group operates (functional currency). The consolidated 
financial statements are prepared in Euros, the group’s functional and presentation currency. 
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Transactions and Balances 

As provided for by IAS 21, items originally expressed in foreign currency are translated into the functional 
currency and recognized as follows: 

•  monetary items are translated using the closing rate; 

•  non-monetary items measured at historical cost are translated using the exchange rates at the date of the 
transaction; 

•  non-monetary items measured at fair value are translated using the exchange rates at the date when fair 
value was determined. 

Exchange rate gains and losses arising on collection of the receivables or settlement of the payables in foreign 
currency are taken to profit or loss. 

Group Companies 

Translation of the consolidated foreign companies’ financial statements into Euros involves applying the closing 
rates to the balance sheet captions and the average annual rates to the income statement captions. 

Any exchange rate gains or losses deriving from the translation of opening equity at the closing rates and the 
translation of the income statement using the average annual rates are recognized in a specific caption under 
equity. 

Segment Reporting 

A business segment is a distinguishable component of an entity that is engaged in providing an individual 
product or service or a group of related products or services and that is subject to risks and returns that are 
different from those of other business segments. 

A geographical segment is a distinguishable component of an entity that is engaged in providing products or 
services within a particular economic environment and that is subject to risks and returns that are different from 
those of companies operating in other economic environments. 

The group’s primary reporting format is by business segment as follows: 

•  gas systems for motor propulsion sector; 

•  alarm and other systems sector. 

The group’s secondary reporting format is by geographical segment. 

Earnings per Share 

Basic earnings per share are calculated by dividing the profit attributable to the shareholders of the parent by the 
weighted average number of ordinary shares outstanding during the period. 
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Use of Estimate 

The preparation of consolidated financial statements requires the directors to apply accounting standards and 
methods that are sometimes based on difficult and subjective assessments and estimates based, in turn, on past 
experience and assumptions that are considered reasonable and realistic given the circumstances. Application of 
these estimates and assumptions affects the amounts presented in the balance sheet, income statement and cash 
flow statement and disclosures. The carrying amount of captions, for which the estimates and assumptions are 
used, may require adjustments due to uncertainties characterising the underlying assumptions and conditions. A 
list of the captions that require greater subjectivity by the directors when preparing the estimates and for which a 
change in the conditions underlying the assumptions may have a significant effect on the group’s consolidated 
financial statements are listed below: 

•  Goodwill; 

•  Impairment losses on non-current assets; 

•  Development expenditure; 

•  Deferred tax assets and liabilities; 

•  Provisions for bad debts and inventories; 

•  Employee benefits; 

•  Provisions for risks and charges. 

The directors review the estimates and assumptions regularly and the effects of any changes are usually reflected 
immediately in the income statement. 

Main Accounting Standards that Involve Greater Subjectivity 

A brief description of the main accounting standards that involve greater subjectivity by the directors when 
preparing the estimates and for which a change in the conditions underlying the assumptions could have a 
significant effect on the reclassified combined financial data is given below. 

(i)  Measurement of receivables: trade receivables are adjusted by the related provision for bad debts to 
consider their actual recoverable amount. Determination of the amount of impairment losses involves 
subjective assessments by directors based on documentation and information available, also about the 
customers’ solvency, past experience and historic trends. 

(ii)  Measurement of goodwill and intangible assets under development: in line with the group’s accounting 
policies, goodwill and intangible assets under development are tested annually for impairment which is 
recognized by decreasing the asset’s carrying amount, when the net carrying amount of a cash-
generating unit to which the asset is allocated is greater than its recoverable amount (defined as the 
higher of value in use and fair value less costs to sell). This implies that the directors carry out subjective 
assessments based on information available within the group and the market as well as past experience. 
If there is a potential impairment loss, the group determines this using suitable actuarial techniques. The 
tests and techniques are applied to intangible assets and items of property, plant and equipment with 
finite useful lives when indicators exist showing difficulty in recovering the related carrying amount 
through continued use. The correct identification of the indicators of existence of potential impairment 
losses and the estimates used to determine the amount of the losses are based on factors that may vary 
over time affecting the assessments and estimates made by the directors. 
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(iii)  Provisions for risks: identification of whether or not a present (legal or constructive) obligation exists in 
circumstances where no reliable estimates can be made. The directors assess these circumstances on a 
case by case basis using the estimates of the amounts that would be required to meet the obligation. 
When the directors deem that a liability is only possible, the risks are disclosed in a specific section of 
the notes on commitments and risks while no provision is made therefor. 

(iv)  Measurement of closing inventories: closing inventories of obsolete or slow-moving items are 
periodically tested for impairment and written down if their recoverable amount is lower than their 
carrying amount. Such write-downs are based on assumptions and estimates put together by 
management based on their experience and past results. 

(v)  Measurement of deferred tax assets: this measurement is based on expected profit for future years. 
Assessment of such future profit is tied to factors that may vary over time and have significant effects on 
the measurement of deferred tax assets. 

F) Analysis of Risks 

The group’s key risks are discussed and analyzed at top management level in order to agree the conditions for 
their hedging, insurance and assessment of the remaining risk. 

Interest Rate Risk 

With respect to interest rate volatility risks, the group’s financial indebtedness mainly bears variable interest 
rates. Therefore, the parent is exposed to interest rate fluctuations as the group has not agreed hedges of such 
fluctuations on its lease payables or loans disbursed by banks at period end. 

Exchange Rate Risks 

Landi group sells part of its production and purchases a small amount of parts in non-Euro land countries. 
Therefore, it may be exposed to exchange rate fluctuation risks, especially with respect to the Polish, Brazilian, 
Chinese and Pakistani currencies, as it has not agreed exchange rate hedges. 

Credit Risk 

The group does not have a significant concentration of receivables and has the appropriate procedures in place to 
minimize exposure to this risk, such as checks of debtor solvency. It usually uses letters of credit to guarantee 
collections with foreign customers. 

Liquidity Risk 

The group manages its liquidity risk by maintaining an adequate level of financial resources available and credit 
lines granted by the major banks in order to meet the liquidity requirements of its day-to-day operations. 

It does not have a cash pooling system. Management of its ordinary treasury operations takes place locally by 
each company while extraordinary transactions have to be approved by the parent. 

G) Notes to the Interim Consolidated Financial Statements 

The following changes have been calculated on the December 31, 2006 balances for the balance sheet and the 
first quarter 2006 balances for the income statement. 
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Segment Reporting 

The group’s primary reporting format is business segment. A breakdown of consolidated revenue by business 
segment is set out below: 

 1st Q 2007 
% of 

revenue 1st Q 2006 
% of 

revenue 2006 
% of 

revenue 
 (€ in thousands, except percentages) 
       
Gas sector - LPG line…………… 19,457 51.3% 15,370 46.4% 58,859 42.4% 
Gas sector - natural gas line……… 17,255 45.5% 16,806 50.8% 75,690 54.6% 
Alarm systems…………………… 1,191 3.1% 934 2.8% 4,140 3.0% 
       
Total revenue…………………… 37,903 100.0% 33,110 100.0% 138,689 100.0% 

 
Based on these figures and given the little materiality of the sales of alarm systems and other products, the 
group’s sole business segment can be said to be the production of LPG and natural gas fuel supply systems. 
Given that the main source of risks and benefits is tied to its operations and that the internal communication 
system uses just one business segment, no further details are given about the natural gas sector as the information 
given for the entire company is sufficient and basically the same. 

The group is active on an international basis. Its revenue and operations are split by geographical segment 
(secondary reporting format) based on the end customer’s location while the amount of its assets and 
investments is split by geographical segment considering the assets’ location. Sales are shown in the following 
table: 

 1st Q 2007 
% of 

revenue 1st Q 2006 
% of 

revenue 2006 
% of 

revenue 
 (€ in thousands, except percentages) 
       
Italy……………………………… 12,658 33.4% 10,566 31.9% 35,590 25.7% 
Europe (excluding Italy)………… 7,523 19.8% 7,960 24.0% 35,285 25.4% 
South-west Asia…………………… 12,672 33.4% 9,849 29.7% 47,366 34.2% 
Rest of Asia……………………… 2,245 5.9% 1,566 4.7% 7,832 5.6% 
Americas………………………… 1,532 4.0% 2,360 7.1% 8,890 6.4% 
Rest of the world………………… 1,273 3.4% 809 2.4% 3,726 2.7% 
       
Total revenue…………………… 37,903 100.0% 33,110 100.0% 138,689 100.0% 

 
___________________ 
(1) The figure for Europe includes sales made in the entire geographical area comprising Russia and excluding Turkey. 
(2) The figure for South-west Asia includes sales made in Pakistan, Iran and Turkey. 

With respect to the changes in the breakdown of revenue by geographical segment, the following should be 
noted: 

•  The previous table shows that 66.6% of the revenue for the first quarter of 2007 is generated abroad (19.8% 
in Europe and 46.8% outside Europe).  

•  For the same period of 2006, 68.1% of revenue was generated abroad (24.0% in Europe and 44.1% outside 
Europe).  

Italy 

The increase in Italian revenue (+19.8% in the first quarter of 2007 compared to the same period of 2006 up 
from €10,566 thousand to €12,658 thousand) is mainly due to the greater sales of LPG systems, mainly to the 
OEM customers. Data provided by the Driver and Vehicle Licensing Centre show an increase in the group’s 
share of the LPG market from 28.7% in 2006 to 32.8% in the first quarter of 2007. The group has maintained its 
share of the natural gas sector although there has been a move away from the OEM channel to the AM channel.  
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Europe 

The group’s European revenue (excluding Italy) shows a slight drop (-5.7%) from €7,960 thousand for 2006 to 
€7,523 thousand. This was mainly due to sales in the German market where the demand for conversion to LPG 
has slowed down. The decrease was partly offset by the good performance of sales, mainly in East European 
countries.  

South-West Asia 

The group increased its revenue for the quarter in this area by 28.6% compared to the first quarter of 2006 going 
from €9,849 thousand to €12,672 thousand. This improvement was mainly seen in the natural gas sector to OEM 
customers. The group’s Pakistani branch, set up at the end of 2006, has started to operate and concentrated on 
training its local installers so as to develop a network of authorized Landi Renzo workshops.  

Rest of Asia 

The group’s revenue generated in the rest of Asia grew by 43.4% in the quarter to €2,245 thousand (first quarter 
of 2006: €1,566 thousand). The markets showing the greatest growth were Bangladesh, India and Thailand.  

Americas 

Revenue is almost entirely generated in South America. It decreased by 35.1% during the quarter compared to 
the same period of 2006 from €2,360 thousand to €1,532 thousand. This was mainly due to the group’s 
performance in Brazil where the market shrunk significantly (roughly 40%) due to the temporary reduction in 
ethanol retail prices, although it managed to increase its share of the local market by 4%. The Columbian market 
saw a similar trend.  

Rest of the World 

The rest of the world (Africa and Oceania) saw a 57.4% increase in revenue in 2007 compared to 2006, going 
from €809 thousand to €1,273 thousand, mainly earned in the Australian and Algerian markets.  

A breakdown of assets by geographical segment is given in the following table: 

Total assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Italy …………………………………………………………… 86,445 95,006 8,561 
Europe (excluding Italy)……………………………………… 7,190 8,118 928 
South-west Asia………………………………………………… 323 268 (55) 
Rest of Asia…………………………………………………… 4,080 4,027 (53) 
Americas……………………………………………………… 4,295 5,157 862 
Rest of the world………………………………………………    
    
Total assets…………………………………………………… 102,333 112,576 10,243 

 
A breakdown of investments, net of disinvestments, by geographical segment is given in the following table: 

Total investments in non-current assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Italy…………………………………………………………… 7,726 1,563 6,163 
Europe (excluding Italy)……………………………………… 89 (25) 114 
South-west Asia…………………………………………………  176 (176) 
Rest of Asia…………………………………………………… 2,110 62 2,048 
Americas……………………………………………………… 92 119 (27) 
Rest of the world………………………………………………    
    
Total investments in non-current assets…………………… 10,017 1,895 8,122 
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Non-Current Assets 

1. Property, Plant and Equipment 

This caption shows a net increase of €459 thousand from €24,581 thousand at December 31, 2006 to €25,040 
thousand including assets held for sale. 

A breakdown of changes in the historic cost of the items during the period is as follows: 

Historic cost 
December 31, 

2006 Acquisitions  (Disposals)  
 Other 

changes  
March 31, 

2007  
 (€ in thousands) 
      
Land and buildings…………………… 15,519 4  12 15,535 
Plant and machinery…………………… 3,680 160 (6) 3,602 7,436 
Industrial and commercial equipment… 9,455 330 (1)  9,784 
Other assets…………………………… 5,011 349 (342) (12) 5,006 
Assets under construction and payments
on account……………………………… 3,645 328  (3,602) 371 
      
Net carrying amount – Total………… 37,310 1,171 (349) - 38,132 

 
A breakdown of changes in accumulated depreciation during the period is as follows: 

Accumulated depreciation 
December 31, 

2006 
Depreciation 

charge Acquisitions  (Disposals)  
 Other 

changes  
March 31, 

2007  
 (€ in thousands) 
       
Land and buildings……………………… 1,768 121    1,889 
Plant and machinery……………………… 1,313 145  (3)  1,455 
Industrial and commercial equipment…… 6,815 265    7,080 
Other assets……………………………… 2,833 152  (317)  2,668 
Assets under development and payments 
account……………………………………       
       
Net carrying amount – Total…………… 12,729 684 - (321) - 13,092 

 
An analysis of changes in net items of property, plant and equipment during the period is as follows: 

Net carrying amount 
December 31,

2006 Acquisitions (Disposals)  

(Depr. + 
impair. 
losses) 

 Other 
changes  

March 31,
2007  

 (€ in thousands) 
       
Land and buildings…………………………… 13,752 3  (122) 12 13,645 
Plant and machinery………………………… 2,367 160 (2) (145) 3,602 5,982 
Industrial and commercial equipment……… 2,639 330 (1) (265)  2,703 
Other assets………………………………… 2,178 349 (25) (152) (12) 2,338 
Assets under construction and payments  
on account…………………………………… 3,645 329   (3,602) 372 
       
Net carrying amount – Total……………… 24,581 1,171 (28) (684)               - 25,040 

 
Land includes €403 thousand of land in Reggio Emilia owned by the parent and €1,863 thousand of land under 
finance leases in Cavriago (RE). As already noted, land is not depreciated. 

Buildings mainly comprise buildings used for operations under finance leases in Cavriago which house the 
parent’s registered office and the building in China owned by Beijing Landi Renzo Autogas, acquired in 2006. 

Plant and equipment include production equipment owned by the group companies. 

Industrial and commercial equipment include moulds, testing equipment and control instruments.  

Other assets mainly comprise computers, cars, internal transport vehicles and fittings. 
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The key increases in property, plant and equipment in the first quarter of 2007 relate to: 

•  acquisition of moulds and models for €290 thousand by Landi Renzo S.p.A.; 

•  acquisition of a new server for €120 thousand by the parent; 

•  acquisition of computers, vehicles, internal transportation vehicles and fittings. 

On March 27, 2007, the parent’s board of directors approved the partial spin-off of the real estate business unit to 
the newco GIREIMM S.r.l.. Therefore, the buildings acquired under finance leases and used as the parent’s 
operating premises have been classified as assets classified as held for sale (€11,811 thousand) as required by 
IFRS 5. The parent concurrently classified the financial payables related to the finance leases and related 
recognized deferred tax liabilities as liabilities classified as held for sale.  

2. Investment in Property 

This caption includes land and buildings owned by the parent in Reggio Emilia and not used for the group’s 
operations but leased to third parties. 

No investments were made on these assets during the quarter. Changes in such property are analyzed below:  

Investment property 
December 31, 

2006 Acquisitions Decrease  
Other 

changes  
Depreciation 

charge  
March 31, 

2007  
 (€ in thousands) 
       
Land and buildings……………………… 1,077     1,077 

Acc. depr. land and buildings…………… (199)    (8) (207) 
       
Net carrying amount – Total…………… 878 - - - (8) 870 

 
On March 2, 2007, the parent’s board of directors approved the partial spin-off of the real estate business unit to 
the newco GIREIMM S.r.l.. Therefore, the property originally held for investment purposes and to be spun off 
was measured at the lower of carrying amount and fair value less costs to sell. The balance of €870 thousand was 
classified as assets classified as held for sale under IFRS 5.  

The present value of this property is substantially unchanged with respect to the appraisal carried out at 
December 31, 2006. According to this appraisal, the fair value of the property at the end of 2006 was 
approximately €913 thousand compared to the estimated approximate €810 thousand at the end of 2005.  

3. Development Expenditure 

A breakdown of changes in development expenditure during the period is as follows: 

Development expenditure 
December 31, 

2006 Increase  Decrease 
 Other 

changes  

 (Amort. + 
impair. 
losses) 

March 31, 
2007 

 (€ in thousands) 
       
Research and development expenditure……… 1,095 199   (120) 1,175 
       
Total………………………………………… 1,095 199 - - (120) 1,175 
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Development expenditure of €1,175 thousand (December 31, 2006: €1,095 thousand) includes expenditure 
incurred by the parent for projects that meet the requirements of IAS 38 for capitalization. These projects relate 
to innovative projects, not available in the past and undertaken for new market segments in order to develop and 
optimize the group’s portfolio, such as:  

•  study and development of a system for innovative applications for gas-powered gear cases; 

•  development of a new gasification kit for OEM, LPG and natural gas systems, designed mainly for the 
Italian and European markets; 

•  design of new kits for specific OEM customers. 

The development expenditure, which meets the requirements of IAS 38 and capitalized for technical assistance 
and personnel expenses related to projects carried out in the first quarter of 2007, amounts to €199 thousand. 

Development of new products will be continued in 2007. 

4. Goodwill 

Goodwill is as follows: 

Goodwill 
December 31, 

2006 Acquisitions  Decrease  
 Other 

changes  
 (Impairment 

losses)  
March 31, 

2007  
 (€ in thousands) 
       
Goodwill………………………… 2,988     2,988 
       
Total……………………………… 2,988 - - - - 2,988 

 
The table shows how goodwill  paid upon the acquisition of MED S.p.A. was allocated to the group’s cash-
generating units (CGUs) that are tested for impairment.   

The impairment test was performed for the purposes of the 2006 financial statements using the projected cash 
flows included in the five-year business plan prepared by top management. The discount rate applied to expected 
future cash flows was 8.5% equal to the weighted average cost of capital calculated using the capital asset 
pricing model.  

No impairment losses were identified during the first quarter of 2007. Therefore, as provided for by IAS 36, the 
group did not re-perform the impairment test carried out for the 2006 financial statements.  

5. Other Intangible Assets with Finite Useful Lives 

Other intangible assets with 
finite useful lives 

December 31, 
2006 Acquisitions  Decrease  

 Other 
changes  

 (Amort. + 
mpair. losses)  

March 31, 
2007  

 (€ in thousands) 
       
Intellectual property rights……… 344 145  40 (80) 449 
Trademarks and licences………… 53   (41)  12 
Assets under development and 
payments on account……………… 140 403    543 
Other assets……………………… 100 81   (10) 171 
       
Total……………………………… 637 629 - - (90) 1,175 

 
The balance of €1,175 thousand as at March 31, 2007 (December 31, 2006: €637 thousand) mainly comprises 
the cost of purchasing licences for the new SAP release, recognized as intellectual property rights, and software 
for research and development purposes.  



UK-#1236920-v5-
Landi_Renzo_Offering_Memorandum.DOC - F-24 - 
 

Assets under development and payments on account of €543 thousand (December 31, 2006: €140 thousand) 
include advances paid for software for the SAP project for the branches and activities for the roll out of software 
for the management control system.  

Other assets mainly consist of the capitalization of costs incurred for extraordinary maintenance work carried out 
on leased buildings. 

6. Other Non-Current Financial Assets 

Other non-current financial assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Receivables due from others…………………………………… 102 73 (29) 
    
Total …………………………………………………………… 102 73 (29) 

 
The item mainly includes guarantee deposits and the tax advance on post-employment benefits. The group did 
not discount these captions as the effect was immaterial. 

7. Deferred Tax Assets  

Deferred tax assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Deferred tax assets………………………..…………………… 1,193 1,160 (33) 
    
Total …………………………………………………………… 1,193 1,160 (33) 

 
Deferred tax assets decreased from €1,193 thousand at December 31, 2006 to €1,160 thousand at March 31, 
2007 (-€33 thousand).  

Current Assets 

8. Trade Receivables 

Trade receivables, net of the provision for bad debts, may be analyzed as follows by geographical segment: 

Trade receivables - Geographical segment December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    

Italy……………………………………………………………… 7,559 13,633 6,074
Europe (excluding Italy)………………………………………… 5,648 4,491 (1,157)
South-west Asia………………………………………………… 2,492 3,496 (1,446)
Rest of Asia…………………………………………………… 2,620 3,261 3,091
Americas………………………………………………………… 1,631 909 (722)
Rest of the world……………………………………………… 1,421 1,624 203
    

Total …………………………………………………………… 21,371 27,414 6,043

 
The increase of €6,043 thousand is due to greater business volumes and sales, especially seen in the last part of 
the quarter. 

The group does not have any receivables due after one year. 
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The provision for bad debts underwent the following changes: 

Provision for bad debts December 31, 2006 Accrual  Utilization   Other changes  March 31, 2007 
 (€ in thousands) 
      
Provision for bad debts……………… 811 44 (69) - 786 
 
The group does not have any non-current trade receivables or receivables secured by collateral. 

9. Inventories 

This caption is as follows: 

Inventories December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Raw materials………………………………………………… 16,154 17,708 1,554 
Work in progress and semi-finished products………………… 7,554 8,209 655 
Finished goods………………………………………………… 9,896 7,307 (2,589) 
Payments on account…………………………………………… 284 197 (87) 
(Provision for inventories)……………………………………… (1,728) (1,728)  
    
Total …………………………………………………………… 32,161 31,693 (468) 

 
The table shows a Euro 468 thousand decrease in inventories compared to December 31, 2006. 

The parent has estimated a provision for inventories to cover risks of technical obsolescence and to align their 
carrying amount to their estimated realizable value. This provision of €1,728 thousand at quarter end is 
unchanged with respect to December 31, 2006. 

10. Other Receivables and Current Assets 

This caption is as follows: 

Other receivables and current assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Tax receivables………………………………………………… 6,472 5,747 (725) 
Receivables due from others…………………………………… 698 1,509 811 
Prepayments and accrued income……………………………… 199 665 466 
    
Total …………………………………………………………… 7,368 7,921 553 

 
Tax Receivables 

This caption mainly consists of VAT credits. The 2006 VAT credit, for which the parent claimed reimbursement, 
was reimbursed for €3,500 thousand.  

Receivables due from Others  

This caption comprises advances, credit notes to be received and other receivables, mainly due to the parent. The 
€811 thousand increase over December 31, 2006 is mainly due to advances to suppliers for costs related to the 
parent’s stock exchange listing in the near future. It also includes other receivables of the subsidiaries, mainly 
LR Industria e Comercio (Brazil). 

Prepayments 

This caption principally consists of prepaid insurance premiums and hardware and software maintenance 
payments paid in advance.  
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11. Current Financial Assets 

Current financial assets include: 

Current financial assets December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Investment in Deutsche Telekom……………………………… 188 188  
    
Total …………………………………………………………… 188 188 - 

 
The carrying amount of the above investment of €188 thousand reflects the stock market prices.  

12. Cash and Cash Equivalents 

This caption includes deposits in the bank current accounts and cash on hand in Euros and foreign currency. It 
may be analyzed as follows: 

Cash and cash equivalents December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Bank and postal accounts……………………………………… 9,755 12,778 3,023 
Cash…………………………………………………………… 16 10 (6) 
    
Total …………………………………………………………… 9,771 12,878 3,107 

 
Reference should be made to the consolidated cash flow statement for an analysis of the source and application 
of liquidity. 

13. EQUITY 

The following table gives a breakdown of the equity captions: 

Equity December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Share capital…………………………………………………… 2,500 10,000 7,500 
IFRS adjustment reserve……………………………………… 346 346  
Other reserves………………………………………………… 16,549 20,988 4,439 
Retained earnings……………………………………………… 7,319 12,025 4,706 
Profit for the period/year……………………………………… 16,680 4,528 (12,152) 
    
Total equity attributable to the shareholders of the parent…… 43,394 47,887 4,493 
    
Share capital and reserves attributable to minority interests…… 148 135 (13) 
Profit attributable to minority interests………………………… 12 5 (7) 
    
Total shareholders’ equity pertaining to minority interests… 160 140 (20) 
    
Total consolidated equity…………………………………… 43,554 48,027 4,473 

 
The share capital is that issued (and entirely subscribed and paid-in) by the parent. During the first quarter, the 
parent’s shareholders resolved to increase the share capital through a bonus issue by transferring €7,500 
thousand from the extraordinary reserve (as per the 2006 financial statements) to share capital. This transaction 
involved an increase in the nominal value of the existing 250,000 shares from €10 to €40 each.  

The shareholders concurrently resolved to decrease the nominal value of the 250,000 outstanding shares from 
€40 to €0.10 with the related splitting of each existing share with a nominal value of €40 into 400 new shares 
with a nominal value of €0.10 each. This gave a share capital with a nominal value of €10,000 thousand split into 
100,000,000 shares with a nominal value of €0.10 each.  
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The IFRS adjustment reserve was set up at first-time adoption on January 1, 2005. Reference should be made to 
annex 1 to the notes to the 2006 financial statements for more information about its composition. 

Other reserves comprise: 

Other reserves December 31, 2006 March 31, 2007 Variation Possible use 
 (€ in thousands)  
     
Legal reserve………………………………………… 500 500 0 B 
Statutory reserve…………………………………… 1,822 2,385 563 A,B,C 
Extraordinary and translation reserve……………… 13,690 16,912 3,222 A,B,C 
IFRS post-adoption reserve………………………… 537 1,190 653 A,B,C 
     
Total other reserves……………………………… 16,549 20,988 4,439   

 
_______________________________ 
Key: A = share capital increase, B = to cover losses, C = dividends 

The IFRS post-adoption reserve includes the effects of applying the IFRS beginning from the consolidated 
financial statements as at December 31, 2005 through to March 31, 2007. This reserve is not included in the 
parent’s separate financial statements drawn up under Italian GAAP. 

Non-Current Liabilities 

14. Bank Loans 

Bank December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Mortgage loans and loans……………………………………… 5,673 4,761 (912) 
    
Total …………………………………………………………… 5,673 4,761 (912) 

 
The caption includes the medium to long-term portions of bank loans and mortgages. 

No guarantees have been given for the loans. 

15. Other Non-Current Financial Liabilities 

Other non-current financial liabilities December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
…………………::::::::::::……………………………………… 7,083 7,090 7 
    
Total …………………………………………………………… 7,083 7,090 7 

 
The balance at March 31, 2007 includes €2,000 thousand (unchanged from the previous year end) related to the 
bonds issued by MED S.p.A. which are reimbursable in one instalment in January 2011, €4,295 thousand of the 
payable due after one year of principal due to the leasing company for finance leases and the long-term portion 
(€795 thousand) of subsidized financing granted by the Ministry for Production Activities in line with specific 
legislation.  

On March 2, 2007, the parent’s board of directors approved the partial spin-off of the real estate business unit to 
the newco GIREIMM S.r.l.. Therefore, long-term payables due to the leasing company, related to the purchase 
of the parent’s property, used as its operating premises and to be spun off, were entirely classified as assets held 
for sale under IFRS 5 (€4,295 thousand).  
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16. Provisions for Risks and Charges 

The provisions may be analyzed as follows: 

Provision for risks and charges December 31, 2006 Accrual  Utilization   Other changes  March 31, 2007 
 (€ in thousands) 
      
Pension and similar provisions……… 93  64  29 
Term of office entitlement for  
directors……………………………… 169 8   177 
Other………………………………… 349 76   425 
      
Total………………………………… 611 84 64 - 631 

 
The provisions for risks comprise those for pension and similar provisions, related to the accrual for agents’ 
termination indemnity and the term of office entitlement for the parent’s directors.  The provision for agents’ 
termination indemnity was used for €64 thousand during the quarter. The total balance of “Other” of €425 
thousand includes €100 thousand accrued by MED S.p.A. for probable compensation for damage, currently 
being assessed, €235 thousand accrued by the Brazilian subsidiary for the tax on grants collected for subsidized 
exports, €15 thousand by the Dutch subsidiary EUROGAS and €75 thousand by the Polish subsidiary.  

17. Defined Benefit Plans 

This caption underwent the following changes during the period: 

Defined benefit plans December 31, 2006 Accrual  Utilization   Other changes  March 31, 2007 
 (€ in thousands) 
      
Post-employment benefits…………… 2,419 125 (57)  2,487 
      
Total………………………………… 2,419 125 (57) - 2,487 

 
The caption includes the post-employment benefits measured using the projected unit credit method and 
provided for solely by the Italian companies in accordance with the ruling legislation. 

18. Deferred Tax Liabilities 

Deferred tax liabilities December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Taxation, including deferred…………………………………… 3,318 3,296 (22) 
    
Total …………………………………………………………… 3,318 3,296 (22) 
 
At March 31, 2007, deferred tax liabilities amount to €3,296 thousand (December 31, 2006: €3,318 thousand), 
showing a decrease of €22 thousand. They include both deferred tax liabilities and the estimated income tax 
expense. 

On March 2, 2007, the parent’s board of directors approved the partial spin-off of the real estate business unit to 
the newco GIREIMM S.r.l.. Therefore, deferred tax liabilities related to the assets to be transferred and 
associated liabilities were classified as held for sale (€2,090 thousand) in accordance with IFRS 5.  

Current Liabilities 

19. Bank Overdrafts and Short-Term Loans 

The balance of €4,304 thousand at period end (December 31, 2006: €3,207 thousand) comprises exclusively the 
short-term portion of mortgage loans and loans. The change of €1,097 thousand is due to the reimbursement of 
mortgage loan instalments.  
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No guarantees have been given for these loans. 

A breakdown of the group’s net financial indebtedness is as follows: 

 December 31, 2006 March 31, 2007 
 (€ in thousands) 
   
Cash and cash equivalents……………………………………………………… (9,771) (12,878) 
Bank overdrafts and short-term loans…………………………………………… 4,419 5,247 
Net short-term financial indebtedness…………………………………………… (5,352) (7,631) 
Medium to long-term loans……………………………………………………… 10,756 9,851 
Bonds…………………………………………………………………………… 2,000 2,000 
Net medium to long-term financial indebtedness………………………………… 12,756  11,851 
   
Net financial indebtedness……………………………………………………… 7,404  4,220 

 
Net financial indebtedness for the quarter decreased by €3,184 thousand from €7,404 thousand at December 31, 
2006 to €4,220 thousand, mainly due to the increase in cash and cash equivalents (see the cash flow statement 
for greater details).  

20. Other Current Financial Liabilities 

The balance of €944 thousand at the end of the quarter mainly related to the short-term portion of the outstanding 
lease payments (€784 thousand) for the aforesaid real estate lease to be spun off and, to a lesser extent, the short-
term portion of subsidized loans granted by the Ministry for Production Activities in line with the relevant 
legislation. At December 31, 2006, the balance was €1,212 thousand.  

21. Trade Payables 

Changes in this caption are as follows: 

Trade payables December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Trade payables (including related parties)…………………… 27,625 31,605 3,980 
    
Total …………………………………………………………… 27,625 31,605 3,980 
 
The €3,980 thousand increase is due to both the growth in purchase volumes and positive development in 
payment conditions. 

Trade payables (including those with related parties) may be analyzed as follows by geographical segment: 

Trade payables by geographical segment December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    

Italy………………………………………………………...…… 25,660 30,246 4,586
Europe (excluding Italy)………………………………………… 965 968 3
South-west Asia………………………………………………… 40 40
Rest of Asia…………………………………………………… 175 72 (103)
Americas………………………………………………………… 546 277 (269)
Rest of the world……………………………………………… 279 2 (277)
    

Total …………………………………………………………… 27,625 31,605 3,980

 
22. Trade Payables – Related Parties 

These payables include those for the purchase of parts from A.E.B. S.r.l. (an associate of the ultimate parent 
Girefin S.p.A.) for €3,000 thousand (December 31, 2006: €3,178 thousand). All the related transactions are 
carried out at normal market conditions. Reference should be made to the section on Other information - related 
party transactions for additional information. 
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23. Tax Liabilities 

Tax liabilities December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Tax liabilities…………………………………………………… 2,690 3,300 610 
    
Total …………………………………………………………… 2,690 3,300 610 

 
The caption comprises payables due to the taxation authorities of the individual countries in which the group 
companies are based. 

24. Other Current Liabilities 

Other current liabilities December 31, 2006 March 31, 2007 Variation  
 (€ in thousands) 
    
Other current liabilities………………………………………… 2,352 2,296 (52) 
    
Total …………………………………………………………… 2,352 2,296 (52) 

 
The period-end balance relates to social security charges payable of €535 thousand, advances of €12 thousand, 
accrued expenses and deferred income of €141 thousand and other sums payable of €1,608 thousand, mainly for 
current and deferred remuneration to be paid to employees. 

25. Other Current Liabilities – Related Parties 

Payables to related parties of €3,836 thousand (December 31, 2006: €2,588 thousand) included in this caption 
relate to the payables of Landi Renzo S.p.A. and Landi S.r.l. due to the ultimate parent Girefin S.p.A. as part of 
the national consolidated tax scheme.  

Consolidated Income Statement 

26. Revenue 

Revenue (goods and services) 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Revenue (goods)………………………………………… 37,586 33,044 4,506 138,191 
Revenue (services)……………………………………… 264 9 255 36 
Recharges and recoveries of costs……………………… 53 56 (3) 463 
     
Total…………………………………………………… 37,903 33,110 4,793 138,689 

 
Consolidated revenue increased by 14.5% in the first quarter of 2007 compared to the same period of 2006. This 
growth was primarily driven by the upturn in sales volumes thanks to the increase in demand for LPG and 
natural gas fuel supply systems in the group’s markets and the group’s expansion policies.  

27. Other Revenue and Income 

Other revenue and income amount to €8 thousand compared to €236 thousand for the first quarter of 2006. They 
mainly relate to grants related to income received for research expenditure. 

Revenue related to the property to be spun off (lease income) of €11 million at March 31, 2007 was reclassified 
to “Profit (loss) from discontinued operations”, as disclosed in note 38.  
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28. Costs for Raw Materials, Consumables and Goods and Change in Inventories 

Cost for raw materials, consumables and goods 
and change in inventories 1st Q 2007 1st Q 2006  Variation   2006  

 (€ in thousands) 
     
Raw materials…………………………………………… 12,251 15,626 (3,376) 52,770 
Finished goods for sale………………………………… 5,679 6,323 (644) 19,214 
Other materials………………………………………… 116 91 25 975 
Change in inventories…………………………………… 37 (7,543) 7,580 (9,875) 
     
Total…………………………………………………… 18,083 14,497 3,586 63,084 

 
Total costs (including those with related parties) for raw materials, consumables and goods (including the change 
in inventories) increased from €14,497 thousand in the first quarter of 2006 to €18,083 thousand, mainly due to 
the rise in sales volumes.  
Reference should be made to the note to inventories for information on the increase in the change in inventories. 

29. Costs for Raw Materials, Consumables and Change in Inventories – Related Parties (Caption 
Diff in F/S) 

Costs for raw materials and consumables (including the change in inventories) paid to related parties refer to the 
purchases of parts from A.E.B. S.r.l., an associate of the ultimate parent Girefin S.p.A., for €3,020 thousand (first 
quarter of 2006: €6,227 thousand).  

30. Costs for Services and Use of Third Party Assets 

This caption is as follows: 

Cost for services and use of third party assets 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
External manufacturing expenses……………………… 4,305 4,807 (502) 19,865 
Maintenance and repairs………………………………… 291 380 )89) 1,195 
Technical, legal and administrative consultancy……… 760 591 169 2,292 
Travel…………………………………………………… 150 135 16 519 
Transportation………………………………………… 295 229 66 1,238 
Advertising and participation at trade fairs…………… 231 201 29 1,092 
Utilities and cleaning…………………………………… 268 231 36 951 
Commissions…………………………………………… 228 198 30 1,339 
Statutory auditors’ fees………………………………… 12 12  48 
Costs for use of third party assets……………………… 175 124 50 579 
Other general costs……………………………………… 971 664 307 2,483 
     
Total…………………………………………………… 7,685 7,571 114 31,600 

 
Costs for services and the use of third party assets amount to €7,685 thousand, an increase of €114 thousand 
(1.51%) on the figure of €7,751 thousand for the first quarter of 2006.  

The total cost of external manufacturing expenses decreased from €4,807 thousand  for the first quarter of 2006 
to €4,305 thousand, down 10.4%. Technical, legal and administrative consultancy increased from €591 thousand 
to €760 thousand for the same periods.  

The cost of services related to the property to be spun off of €9 thousand at March 31, 2007 was reclassified to 
“Profit (loss) from discontinued operations”, as disclosed in note 38.   
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31. Personnel Expenses 

This caption may be analyzed as follows: 

Personnel expenses 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Wages and salaries……………………………………… 2,396 2,025 370 7,633 
Social security contributions…………………………… 729 622 107 2,424 
Liabilities for defined benefit plans…………………… 122 186 -63 544 
Temporary work………………………………………… 392 369 23 1,282 
Directors’ fees………………………………………… 69 120 -51 480 
Other costs……………………………………………… 59 32 27 94 
     
Total…………………………………………………… 3,767 3,354 413 12,457 

 
This caption increased by 12.3% on the first quarter of 2006 due to the rise in personnel numbers as part of the 
group’s policy to increase its workforce in line with its greater business volumes. Newly hired employees were 
mainly highly qualified professionals. 

The group made greater resort to temporary workers to meet the rise in production. The related cost increased by 
6.2% from €369 thousand for the first quarter of 2006 to €392 thousand for the first three months of 2007. 

32. Accruals, Impairment Losses and Other Operating Expenses 

The balance of €282 thousand shows a decrease of €313 thousand on the first quarter of 2006 (€595 thousand). 
The group had made large accruals to cover probable bad debts in the latter period, especially the Brazilian 
subsidiary.  

33. Amortization, Depreciation and Impairment Losses 

Amortization, depreciation and impairment 
losses  1st Q 2007 1st Q 2006  Variation   2006  

 (€ in thousands) 
     
Amortization of intangible assets……………………… 225 126 99 590 
Depreciation of property, plant and equipment………… 557 533 24 2,295 
Impairment losses on non-current assets………………     
     
Total…………………………………………………… 782 659 123 2,885 

 
Amortization mainly relates to development and design expenditure incurred by the group, costs for the purchase 
and registering of trademarks and licences and application and management software over the years. 

Depreciation mainly relates to property, plant and equipment for the production, assembly and testing of 
products, industrial and commercial equipment for the purchase of moulds, testing and control equipment and 
computers. 

Amortization and depreciation amount to €782 thousand for the period compared to €659 thousand for the first 
three months of 2006, showing an increase of €123 thousand or 18.66% due to the larger investments made in 
the period.  

Depreciation related to the property to be spun off of €120 million at March 31, 2007 was reclassified to “Profit 
(loss) from discontinued operations”, as disclosed in note 38.   
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34. Financial Income 

This caption is as follows: 

Financial income 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Interest income on bank deposits……………………… 92 40 52 148 
Default interest on trade receivables……………………    35 
Other income……………………………………………    71 
     
Total…………………………………………………… 92 40 52 254 

 
Financial income mainly consists of bank interest income and interest income on other financial assets. 

The 2007 balance amounts to €92 thousand, an increase of €52 thousand (130%) on the previous year first 
quarter figure of €40 thousand. This variation is due to the rise in the group’s average cash and cash equivalents 
and increase in market interest rates.  

35. Financial Expenses 

This caption is as follows: 

Financial expenses 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Interest on bank overdrafts and loans and loans from ot
financial backers…………………………………………

119 58 62 433 

Interest on bonds………………………………………… 31 19 13 104 
Bank charges and commissions………………………… 52 40 12 459 
Impairment losses on investments………………………     
Other expenses………………………………………… 34 54 (19) 168 
     
Total…………………………………………………… 237 170 67 1,164 

 
This caption mainly comprises interest expense on leases, bank commissions and bank interest expense. 

It shows an increase of €67 thousand or 39.4% over the figure for the first three months of 2006 of €170 
thousand to €237 thousand. This variation is mainly due to:  

•  new bank loans taken out in the second half of 2006 required to cover part of the investments;  

•  the rise in market interest rates. 

Financial expenses on leases related to the property to be spun off of €54 million at March 31, 2007 were 
reclassified to “Profit (loss) from discontinued operations”, as disclosed in note 38.   

36. Exchange Rate Gains (Losses) 

Exchange rate gains (losses) 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Exchange rate gains…………………………………… 101 236 (136) 610 
Exchange rate losses…………………………………… (26) (58) 32 (278) 
     
Total…………………………………………………… 75 178 (103) 332 

 
The group’s revenue is mainly earned in Euros.  

More than 90% of the group’s purchases of raw materials and consumables are made in Euros. 
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At period end, the group did not have exchange rate hedging derivatives.  

37. Income Tax Expense  

The theoretical tax rate used to calculate the income tax expense of the Italian companies is 37.25% of the 
annual taxable income. The foreign companies’ tax expense is calculated applying the rates ruling in the 
different countries. 

A breakdown of this caption is as follows: 

Income tax expense 1st Q 2007 1st Q 2006  Variation   2006  
 (€ in thousands) 
     
Current taxes…………………………………………… 2,417 2,365 52 9,474 
Deferred tax expense (income)………………………… 178 428 (250) 710 
     
Total…………………………………………………… 2,595 2,793 (198) 10,183 

 
The income tax expense for the period is €2,595 thousand compared to €2,793 thousand for the first quarter of 
2006 (down €198 thousand or 7.09%). The average tax rate decreased from 41.6% for the first quarter of 2006 to 
35.8% for the same period of 2007. This variation is due to the accruals made in the first three months of 2006 
for expected charges to be incurred and non-taxable revenue earned by the Brazilian subsidiary in the first 
quarter of 2007.  

38. Profit (Loss) from Discontinued Operations 

As required by IFRS 5, separate disclosure is made in the consolidated income statement of the post-tax loss for 
the period from discontinued operations equal to €113 thousand. A breakdown of the revenue and costs related 
to the discontinued operations is given below.  

 (€ in thousands) 
  
Revenue (goods and services)……………………………………………………………………………………………… - 
Other revenue and income…………………………………………………………………………………………………… 11 
Cost for services and use of third party assets……………………………………………………………………………… (9) 
Accruals, impairment losses and other operating expenses………………………………………………………………… (9) 
  
Gross operating loss………………………………………………………………………………………………………… (8) 
  
Amortization, depreciation and impairment losses…………………………………………………………………………… (119) 
  
Operating loss……………………………………………………………………………………………………………… (127) 
  
Financial expenses…………………………………………………………………………………………………………… (54) 
  
Loss before tax……………………………………………………………………………………………………………… (181) 
  
Income tax expense…………………………………………………………………………………………………………… 67 
  
Loss for the period from discontinued operations………………………………………………………………………… (113) 

 
39. Earnings per Share 

The basic earnings per share are determined by dividing profit attributable to the shareholders of the parent by 
the weighted average number of ordinary shares outstanding in the period (100,000,000 from March 7 compared 
to the 250,000 outstanding previously). The basic earnings per share, which equal the diluted earnings per share 
as there are no convertible bonds, are €0.05 at March 31, 2007. They would have been €17.03 per share 
compared to €15.70 at the end of the first quarter of 2006 (December 31, 2006: €66.72) considering the previous 
number of outstanding shares.  
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Other Information 

40. Guarantees Given 

At March 31, 2007, the group had given banks sureties of €235 thousand compared to €253 thousand at the end 
of 2006.  

41. Commitments 

The group only had commitments for lease payments at period end as follows: 

Commitments for leases Within one year From 1 to five years 
 (€ in thousands) 
   
2006   
Commitments for leases……………………………………………………………………… 609 180 
2007   
Commitments for leases……………………………………………………………………… 370 170 
 
The group does not have commitments for leases of more than five years. 

42. Main Litigation 

The group is involved in litigation for immaterial amounts.  

Based on the opinions of the lawyers, the parent’s directors did not deem it necessary to provide for litigation in 
the balance sheet as they hold the claims made to be ungrounded and the existence of any contingent liabilities 
deriving from settlement of the litigation to be remote. 

The group is not involved in litigation with the taxation authorities. 

43. Related Party Transactions 

Transactions with the related parties listed below include the supply of goods (parts) by A.E.B. S.r.l., an 
associate of the ultimate parent Girefin S.p.A., and payables of Landi Renzo S.p.A. and Landi S.r.l. due to the 
ultimate parent for the national consolidated tax scheme.  

Effect of transactions with related parties Total caption Total amount % 
 (€ in thousands, except percentages) 
    
a) effect of transactions or balances with related parties on the balance 
sheet captions 

   

Trade payables……………………………………………………………………… 31,605 3,000 9% 
Other current liabilities……………………………………………………………… 6,132 3,836 63% 
b) effect of transactions or balances with related parties on the income 
statement captions 

   

Costs for raw materials, consumables and goods…………………………………… 18,083 3,020 17% 
 
44. Non-Recurring Significant Events and Transactions 

Pursuant to Consob communication no. 6064293 of July 28, 2006, the group notes that no non-recurring 
significant events or transactions took place during the three months.  

45. Positions or Transactions Arising from Atypical and/or Unusual Transactions 

Pursuant to Consob communication no. 6064293 of July 28, 2006, we note that no atypical and/or unusual 
transactions took place during the three months that would cast doubts on the correctness and completeness of 
the disclosures in the financial statements, lead to conflicts of interest, or affect protection of company assets and 
of the minority shareholders.  
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46. Significant Post-Balance Sheet Events 

The key events that have taken place since the balance sheet date are as follows: 

On May 11, 2007, GIREIMM S.r.l., the company to which the parent spun off part of its assets (including the 
real estate business unit, related transactions and all its treasury shares) was entered into the Milan company 
registrar. 

The group is currently completing the procedure for floating part of the shares of Landi Renzo S.p.A. involving 
the listing of its ordinary shares possibly on the Star segment of the stock exchange organized and managed by 
Borsa Italiana S.p.A.. 

No other significant events took place in the period from March 31, 2007 to May 15, 2007.  

 




