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MISSION 
 

The Finaval Holding Group aims to become a leading player in the field of “energy” logistics in Europe.  

Finaval Holding, via its holdings, can boast a long and established tradition in the shipping of crude and 

chemical products and in engineering and logistics,having established partnerships with some of the world’s 

most important international companies. 

Finaval Holding’s objective is to create new value in order to meet the expectations of all its stakeholders. 

This is to be achieved by continuously improving the cost effectiveness and quality of our products and 

services for Finaval customers, by paying close attention to the needs of employees, by pursuing a sustainable 

growth model that also takes account of the effects that Group activities have on the environment, and by 

developing new and more efficient technologies. 

The Finaval Group is counting on the huge pool of managerial and technical skills provided by its human 

resources and on their ongoing development in order to reach these goals. 
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GROUP PROFILE 

                         

SHIPPING SECTOR – FINAVAL 
FINAVAL is one of the most active European companies in the sea transport of 
energy-products, and intends to offer itself as logistics player in this sector. 
The reliability of its ships, which were among the first ones worldwide to use a 

double hull for better protection of cargo and environment, and the qualification of its crews, associated with 
systematically performed maintenance, use of the most modern technologies, and working standards in line 
with the latest regulations, allowed the Finaval group to gain the approval of the largest multinational oil 
companies, and a deserved reputation for reliability, respectability and safety. 
To-day, its focus on the customers’ different requirements, its presence in areas that are strategic for cargo 
traffic, its offer of highly qualified services and its continuous investments, have established the Finaval group 
and consolidated its characteristics of efficiency, functional capacity and convenience, which are regarded 
as key factors by the whole national and international market. 
 
 

 
SECTOR OF COAL LOGISTICS – VIANN LOG/MBS 
The company MBS - Mediterranean Bulk System N.V. – has been operating for years 
in the sector of coal stockpiling, logistics and handling.  
Its activity is carried out at the Croatian Rijeka – Bakar harbour and at the Slovenian 
Koper harbour. With the authorities of both such ports, MBS has entered into 

exclusive contracts for stockpiling the coal destined to Italian power plants. 
M.B.S./VIANN LOG, using port terminals with which it has been working for more than ten years and 
cooperated towards on-going technical improvement, allows several industrial users to utilise transport 
services, also with high-capacity ships that because to their deep draught cannot enter ports of final 
destination, for product stockpiling, with the possibility of mixing and blending, as well as reloading and 
distribution through smaller ships. 
 
 

 ENGINEERING AND PLANT SECTOR – KTI MANAGEMENT/TECHNIP KTI 
TECHNIP KTI SpA is a process engineering company with over thirty years 
experience in designing and building plants for the chemical, petrochemical and 
refining industries, with an annual production activity of more than 400,000 hours of 

services. 
Its customers range from the main oil companies to chemical, petrochemical, pharmaceutical and food 
industries, to which TECHNIP KTI supplies a wide range of services, from consultancy during  feasibility phases to 
the supply of turn key plants, including their running and maintenance, always operating as sole party 
responsible towards the customer. 
Development and constant updating of in-house technologies, a team of process specialists and over 500 
constructions make TECHNIP KTI a technological leader at global level. 
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GROUP STRUCTURE (as of December 31, 2005) 
Finaval Holding SpA (Parent Company) 

Shipping Sector 

 Finaval SpA (100%) 

 Energetica Lda (100%) 

 Novamar International Scarl (50%) (in liquidation) 

 Finaval International BV  (100%) (in liquidation) 

 Societa’ Marittima Siciliana (50%) (in liquidation) 

Logistics/Coal Sector 

 Viann Log Lda (50%) 

 MBS  Nv (100%) 

Plant engineering sector 

 KTI Management SpA (20%) 

 Technip KTI SpA (75%) 

 

 

During  2005 

 Finaval SpA acquired 100% of Fingas Srl. This company, which was merged with Finaval SpA during the 

year; operates in the gas and liquid petroleum sea transport sector with a fleet of 8 ships (6 of its own and 

2 under bare boat charters) with tonnage ranging between 3 thousand and 3.5 thousand cubic metres; 

 Finaval SpA acquired the remaining 50% stake in Novamar Srl., transforming it into a wholly owned 

subsidiary, and then merged it with Finaval SpA; 

 Finaval SpA acquired 100% of the share capital of Energetica Lda (formerly Glencove Co. XCIII Transportes 

Maritimos Lda). This company is located in Madeira (Portugal) and is primarily responsible for managing 

the Group’s business in the crude (“Aframax”) segment ; 

 On November 1, 2005 the merger of Mare del Sud Srl, Novamar Srl and Fingas Srl with Finaval SpA was 

completed as was the reverse merger of Laraf Srl with Finaval SpA. In order to facilitate the Group’s 

planned restructuring and streamlining, in 2005 Isil Sa transferred all its shares in Finaval SpA to Laraf Srl. This 

transfer, which took place within the Group, was carried out on the basis of the carrying amount of Finaval 

SpA’s stockholders’ equity. 
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CHAIRMAN’S STATEMENT 

 

Dear Shareholders, 

In 2005 we reached the objectives announced around three years ago, consolidating our position as a leader 

at international level in all of the segments in which we operate. 

Our strength has been and continues to be founded on the technological capacities, and, mainly, on the 

quality, professional skills and dedication of our staff. 

The Group has traditionally based its identity on a set of values that, over the years, has acted as a reference 

point for us all and has allowed for the consolidation and enrichment of our corporate culture. 

Our management style strives to achieve the best balance between the personal assumption of responsibility 

and teamwork, between centralised policies and decentralisation of operational responsibilities.  

Moreover, an aptitude for innovation has permitted the Group to develop new businesses, to flexibly respond 

to changes in the market and to stand out from the crowd in terms of development initiatives and operations.  

 

In 2005 Finaval left the chemical transport sector. This decision, accompanied by an upturn in the market 

value of ships, was based on the prospects of a sector that will continue to crystallise, ultimately producing a 

few large operators capable of offering high added value logistics services in addition to transportation 

services. It was also in line with the strategic decision to concentrate on the transportation of energy products 

and to allocate adequate financial resources to these areas of business. 

During the year, three Aframax vessels were purchased: the M/T Neverland, the M/T HS Norma and the M/T 

Therassia. The last of the three, already operated by Finaval via a charter contract, was acquired in July 2005 

and subsequently resold.  

In October 2005, an agreement was signed with Samsung Heavy Industries Co. Ltd of Seoul regarding the 

construction and acquisition of two Crude Oil Carriers with a DWT of 15,000. Delivery of the ships is expected to 

take place by the end of 2008. 

 

In order to constantly increase the Company’s direct visibility and transparency, in March, the subsidiary, 

Finaval SpA, acquired 100% of the share capital of Fingas Srl and 50% of the share capital of Novamar Srl. The 

reorganisation has continued with the liquidation of Isil S.A. and approval of the merger of Mare del Sud Srl, 

Novamar Srl and Fingas Srl with Finaval SpA, as well as the reverse merger of Finaval Spa and Laraf Srl. 

 

Within the framework of the “Strategic Identity Project” and with a view to understanding and sharing value, 

priorities and corporate culture, the following actions were undertaken: 

 adoption of an Ethical Code. This code comprises a set of principles and rules based on values that we 

have made our own and whose application will require coherent and responsible behaviours on the part 

of all Group employees and collaborators throughout the world; 

 adoption of a Organisation, Management and Control Model as required by Legislative Decree 231/01 

and the setting up of a Supervisory Board in accordance with art. 6.b of the aforementioned Decree.  

Adoption and implementation of the procedures, checks and controls as well as the setting up of the 

Supervisory Board will aid the management activities whose purpose is to ensure constant controls on the 
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implementation of management guidelines and their continuous improvement, as well as  careful assessment 

of the system adopted. 

These decisions provide the instruments by which to clearly and explicitly explain and communicate the 

guidelines and strategies that make the Company ever more competitive and increasingly able to achieve 

excellence in what we do.  

 

Finally, I would like to highlight certain events which, although occurring in the early months of 2006, warrant 

brief mention. In particular, in the crude oil segment, January saw the signing of an agreement with Vitol S.A. 

to extend the joint venture for another five years. As regards the development of new lines of business, 

January also saw the start-up of the air cargo project involving the incorporation of a company that 

specifically operates in the air freight transportation sector. This new company will boost the Group’s offer of 

integrated multi-modal logistics services. 

 

In conclusion, it is with ill-concealed pride that I point to the Finaval Group’s progress. The Group has 

continued to move forward on the path outlined a few years or so ago and has reached important goals and 

positive results. Along the way, the Group’s results have matched the strategic objectives set, enabling us to 

earn credibility among our stakeholders. 

These and all other improvements that can be seen in the 2005 financial statements would not have been 

possible without the strong, proven commitment on the part of everyone in the Finaval Group. Our staff have 

contributed to the Group’s success through their dedication and discipline, taking part in the profound 

change that has required continuous acceptance of ever greater responsibilities and showing their 

determination to reach the objectives set. I should like to express my and the entire Board of Directors’ 

appreciation to them all. 

 

The Chairman 

Giovanni Fagioli 
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HIGHLIGHTS 
 

 In January 2005 an explosion onboard the ship, Isola Azzurra, owned by the subsidiary, Finaval SpA, 

caused the death of two of our colleagues, the boatswain, Maria Thomia Anthony Edison, and a young 

deck hand, Umesh Uthaman. As an expression of profound condolence and solidarity with the victims’ 

families, the Finaval Group has decided to contribute towards financing the education of the children of 

these colleagues who have passed away and to help in supporting their families in the difficult times 

ahead. 

 In 2005 the Finaval Holding Group posted net income of 12,210 thousand euros thanks to the contribution 

from the shipping sector (12,157 thousand euros) and from the coal logistics sector (1,303 thousand euros). 

The holding company posted net income of 1,109 thousand euros (shorn of the effects of the liquidation of 

ISIL), to which the greater amortisation of goodwill arising from consolidation must be added (2,862 

thousand euros). 

 Shipping sector data was affected by an intense round of buying and selling of ships. If such data are 

shorn of the components relating to sales, compared with the previous year, the shipping sector reported 

an upturn in revenues of 3,137 thousand (up 2.3%), EBIT of 12,576 euros (up 16.1%), and a net result that is 

down 6,812 thousand euros compared with the 13,716 thousand posted in 2004.  

 During the year, purchase contracts were signed for three Aframax ships, the M/T Nordpacific, the M/T 

Therassia and the M/T Norma. The M/T Nordpacific (now named Neverland) was delivered in October. The 

Therassia was delivered in July and subsequently resold. The M/T Norma will be delivered in June 2006. 

 In November a contract was signed with the South Korean shipyard, Samsung Heavy Industries, for the 

construction of two new Aframax ships with a DWT of 115,000. The ships will be built on the basis of the Last 

Generation Aframax Tanker Standards and thus according to the highest technological requisites currently 

existing. 

 November 1, 2005 saw completion of the merger of Mare del Sud Srl, Novamar Srl and Fingas Srl with 

Finaval SpA and the reverse merger of Laraf Srl with Finaval SpA. In order to facilitate these restructuring 

and streamlining procedures, in 2005 Isil Sa transferred all of its shares in Finaval SpA to Laraf Srl. This 

transfer, which took place within the Group, was carried out on the basis of the carrying amount of Finaval 

SpA’s stockholders’ equity. 

 In February and May Finaval Holding received capital grants totalling 1,170 thousand euros. 

 In June new Milan offices located at Via Paleocapa 4 were acquired. 

 In August Finaval SpA took out a new loan totalling 93.7 million dollars. An amount of 51.5 million dollars 

regards the refinancing of an existing loan (involving a change in the term to maturity and interest rate) 

secured by the ships Isola Verde, Isola Rossa, Isola Gialla and Isola Magenta. The remaining 42.2 million 

dollars was used to finance the purchase of the M/T Neverland. The agreement was entered into with a 

syndicate of banks comprising Fortis Bank (Lead Arranger), HypoVereinsbank, Banca Nazionale del Lavoro 

and Centrobanca. 
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SHIPPING  SECTOR 

THE SHIPPING BUSINESS 

 

The Crude (Aframax) Segment 

In 2005 this segment was characterised by good charter levels, even if they were below the record levels set in 

2004. 

The average daily yield in 2005 was calculated to stand at 14%, approximately 40 thousand dollars a day. 

More specifically, the first half of the year saw a reduction compared with the same period of 2004, whilst the 

opposite was true of the second part of 2005. There was decisive growth during the last six months of 2005 and 

this positive trend has continued into the early part of 2006. 

With an average yield of 39,500 dollars a day, the results of ships managed by the Finaval Group reflect the 

general positive market trend. 

During the year the Group acquired new ships with a total DWT of more than 7 million and scrapped or 

discontinued use of ships with a total DWT of around 1.7 million, resulting in an 8% increase in available 

tonnage. 

The demand for crude transport in the Aframax segment also grew (3.8 %),  up from 42.4 million DWT in 2004 to 

44.0 million in 2005. 

The high charter level has led operators to prefer newer (less than 5 years old), immediately available ships so 

as to take advantage of the favourable market conditions. It is from this perspective that Finaval SpA acquired 

two new ships, the M/T Neverland and the M/T Norma and, most importantly, signed contracts with Samsung 

Heavy Industries for the construction of two new technologically advanced ships with a DWT of 115, which 

meet the common structure rules for double hull tanker. 

 

Outlook 

The medium- to long-term outlook for the Aframax, as well as for all tanker ships, will undoubtedly be 

influenced by the new so-called “Phasing Out” regulations calling for the scrapping of all ships without double 

hulls by the end of 2010 and by growing worldwide demand for energy, which is expected to remain at a 

constant rate of 6% a year. 

For these reasons, over recent years, there has been high demand for new constructions with deliveries that 

began to reach important levels starting in 2005. Nevertheless, a calculation based on currently available 

data shows that, following the phasing out stage, overall tonnage can be expected to return to current levels. 

The medium- to long-term prospects are thus essentially positive, even in a market traditionally characterised 

by sharp upturns and downturns, and should translate into a rise in the average level of charters. 

As regards the short-term outlook, a large number of ships are due to enter service. This could translate into 

greater tensions in the charter market in the near future. 

The increase in volumes transported from Russia, the rise in traffic between Latin America and the United States 

and growing demand from Asia should, however, lessen the effect of the new available tonnage. 
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Products Segment 

Average yields in the spot market in the clean products sector rose approximately 7.6% during 2005. 

This level of charters reflects strong demand for refined products, especially from the United States (up 4%). This 

demand was sharpened due to the damage wrought by the hurricanes, Katrina and Rirta, on US refineries. The 

closure of some refineries in the Gulf of Mexico area provoked, during the last three months of the year, the 

need to supply the US with refined products from West Africa and the Middle East, thereby increasing the 

amount of tonnage miles, which is used to calculate demand. 

Although imports to China did not rise significantly, they did contribute to the increase in charters thanks also 

to the diversification of sources utilised, a policy that involves buying products from countries such as 

Venezuela or the former Soviet Union, which result in longer sea journeys. 

The tonnage available for product tankers rose 9.4%, from 64.4 million DWT in 2004 to 70.4 DWT in 2005, with a 

fleet increase of 92 ships. 

In the same period, the demand for transportation rose 7% from 59.1 to 63 million DWT. 

The order book for product tankers calls for 573 new ships with a total DWT of more than 29 million (equal to 

40% of the current fleet’s tonnage) to be delivered by the end of 2010. 

This significant increase also responds to expectations that the refined products transportation market will 

involve an increasing number of newly industrialised countries such as India and China. To this regard, it is 

calculated that more than 16% of newly built ships are for Chinese ship-owners. 

 

Outlook 

In the short-term, this sector is expected to see a gradual realignment of demand and supply, even if, as 

already seen in the Aframax segment, the introduction of new environmental legislation and growing demand 

for transportation of refined products should lead to a positive outlook for the medium-/long-term. These 

forecasts are also made on the basis of the recent signing of medium-/long-term charter contracts with 

decidedly favourable yields. 
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Gas Segment 

The management of gas products is a new field of business for Finaval. 

The technical features common to these ships are the small tonnage (3,000 to 3,200 DWT) and the capacity to 

bring gas to a liquid state via a liquefying process that combines very low temperatures (around minus 40° C) 

and very high pressurisation. 

The gasses commonly transported by these ships are the lightest produced by the cracking process of crude 

oil and known as LPG ( Liquid Petroleum Gas). 

Another typical characteristic of this segment is the scarce wear and tear on ships that transport 

homogeneous and extremely refined products. This translates into a longer useful ship life compared with the 

chemical and crude segments. 

The gas transportation market has continued to witness an upward trend in charters since the second half of 

2004. 

Indeed, in this segment, yields have risen sharply in line with the increase in volumes transported and 

significantly 2005 reported record highs. 

 

 

 

3500 Mc 2002 2003 2004 2005 
Monthly time charters  156,000  178,667  214,417  287,250  
Change  15% 20% 34% 

 

Finaval manages 8 semi-refrigerated gas tankers. Their full use is ensured by means of a transportation 

contract that envisages full use of the ships. 

 

Outlook 

The demand for transportation of LPG is expected to grow significantly at least until the end of this decade, 

due to both increased production on the part of current sites as well as the opening of new plants, especially 

in West Africa and the Middle East. 

As regards Finaval, future prospects must undoubtedly take account of the need to renew the current fleet 

and thus of the need to carry out large-scale investments in upcoming years. Given that shipyards are 

currently overbooked with orders and inclined to build ships with standardised features, the possibility of 

obtaining adequate returns on investment in the current market environment could prove to be difficult. 
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 Chemical Segment 

As noted earlier, in 2005 the Finaval Group discontinued its operations in the chemical segment. 

After a series of years marked by disappointing results, the Finaval Group, taking advantage of the upturn in 

the market value of ships, decided to sell its chemical fleet. 

This decision was based on the consideration that only a large-scale operation with the high investment levels 

needed to offer logistical services (coastal deposits, barges, trans-modal services) as well transportation can 

make the chemical transportation business truly profitable. At the same time, the Company has taken a 

strategic decision to concentrate on the transportation of energy products and it is getting ready to use the 

financial resources raised in these segments. 

Finaval will continue commercial management of the ships for the remaining term (February 2006) of the 

contracts with the Eni Group existing at the time of the disposal. 

 

The following tables provide a summary of the economic and financial impact of the sale of the Group’s 

chemical ships: 

SALE OF THE CHEMICAL FLEET – OPERATING RESULTS  
Net gain 9,401 
Penalties for early repayment of loans and commissions - 5,309 
Extraordinary maintenance and other costs - 1,878 
Net gain/(loss) 2,214 
  
 
  

SALES OF THE CHEMICAL FLEET – FINANCIAL RESULTS (IN US DOLLARS)  
Net sale price  212,271 
Existing borrowings 136,739 
Penalties for early repayment of loans, repairs and other costs 3,710 
Net financial income/(expense) 71,822 
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SHIPPING SECTOR 
THE FLEET 

As of December 31,  2005 the Finaval Group operated the following fleet: 

SHIP HULL CLASSIFICATION DWT/Mc YEAR OWNER

     
Crude      
Sinova Double hull N/A 113.067 2003 Geden
Neverland Double hull N/A 105.411 2003 Finaval
Jag Lata Double hull N/A 105.716 2003 The Gesco
     
Products     
Isola Verde Double hull N/A 36.500 1994 Finaval
Isola Rossa Double hull IMO II-Coated 41.000 1997 Finaval
Isola Gialla Double hull IMO II-Coated 44.000 1999 Finaval
Isola Magenta Double hull N/A 36.500 1994 Finaval
      
Chemicals      
Isola Azzurra Double hull IMO I- S/S 14.000 1997 Euroceanica
Isola Ambra Double hull IMO I- S/S 8.000 1998 Euroceanica
Isola Mora  Double hull IMO I- S/S 3.500 1998 Euroceanica
Isola Corallo Double hull IMO I- S/S 4.480 1999 Euroceanica
Isola Amaranto Double hull IMO I- S/S 10.250 1999 Euroceanica
Isola Atlantica Double hull IMO I- S/S 16.400 2000 Euroceanica
Messana Double hull IMO II S/S 4.470 1986 Garibaldi
      
Lpg     
Misa N/A Semi/Ref 3.237 m3 1981 Finaval
Grande N/A Semi/Ref 3.239 m3 1981 Finaval
Fiemme N/A Semi/Ref 2.966 m3 1983 Finaval
Azzurra Prima N/A Semi/Ref 2.992 m3 1983 Finaval
Lpg Adreastea N/A Semi/Ref 3.136 m3 1982 Finaval
Lpg Thebe N/A Semi/Ref 3.132 m3 1981 Finaval
Gas Ice N/A Semi/Ref 3.366 m3 1991 Stealth
Gas Artic N/A Semi/Ref 3.366 m3 1992 Stealth
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SHIPPING 
AREAS OF BUSINESS  

The following table provides a breakdown of all ships by type of use. 

SHIP CONTRACTS CHARTERERS

  
Crude  
Sinova Spot World wide
Neverland Spot World wide
Jag Lata Spot World wide
  
Products  
Isola Verde Tc Mansel Oil limited
Isola Rossa Tc Mansel Oil limited
Isola Gialla Tc Mansel Oil limited
Isola Magenta Tc Enel trade s.p.a
  
Chemicals  
Isola Azzurra Tc Cabotaggi s.r.l.
Isola Ambra Coa Polimeri Europa Srl
Isola Mora Coa Polimeri Europa Srl
Isola Corallo Coa Polimeri Europa Srl
Isola Amaranto Coa Cabotaggi s.r.l.
Isola Atlantica Coa Polimeri Europa Srl
Messana Coa Polimeri Europa Srl
  
Lpg  
Misa Coa Polimeri Europa Srl
Grande Coa Polimeri Europa Srl
Fiemme Coa Polimeri Europa Srl
Azzurra Prima Coa Polimeri Europa Srl
Lpg Adreastea Coa Polimeri Europa Srl
Lpg Thebe Spot World wide
Gas Ice Coa Polimeri Europa Srl
Gas Artic Coa Polimeri Europa Srl
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SHIPPING SECTOR 
RESULTS OF OPERATIONS 

 

The following table shows operating results for the shipping sector in 2005 compared with those posted in 2004. 
Moreover, another column (2005 adjusted) has been inserted where 2005 results are shorn of amounts relating 
to the purchase and sale of ships, thereby allowing for a better comparison of results from ordinary activities. 
The amounts eliminated from the column regard: net gains/losses totalling 17,706 thousand euros, 
extraordinary maintenance, repairs and other costs linked to the sale, totalling 3,947 thousand euros, penalties 
linked to the early repayment of loans, totalling 1,138 thousand euros, and amortisation and depreciation of 
4,528 thousand euros, as well as inter-company costs totalling 2,748 thousand euros. 
 

2005 SHIPPING (CONSOLIDATED) 
INCOME STATEMENT 2005 % adjusted % 2004 % 2003 % 

          

Total revenues 166,443 100.0% 137,317 100.0% 134,180 100.0% 126,963 100.0% 

Operating costs -135,439 -81.4% -117,324 -85.4% -109,785 -81.8% -99,382 -78.3% 

EBITDA 31,004 18.6% 19,993 14.6% 24,395 18.2% 27,581 21.7% 

         
Amortisation, depreciation and 
provisions -11,945 -7.2% -7,417 -5.4% -13,559 -10.1% -15,615 -12.3% 

EBIT 19,059 11.5% 12,576 9.2% 10,836 8.1% 11,966 9.4% 

         

Financial income/(expense) -8,397 -5.0% -7,259 -5.3% 9,610 7.2% -8,373 -6.6% 

Income before extraordinary items 10,662 6.4% 5,317 3.9% 20,446 15.2% 3,593 2.8% 

         

Extraordinary income/(expense) 78 0.0% 78 0.1% 1,646 1.2% -5,469 -4.3% 

Pre-tax income 10,740 6.5% 5,395 3.9% 22,092 16.5% -1,876 -1.5% 

         

Income taxes 1,417 0.9% 1,417 1.0% -1,564 -1.2% -303 -0.2% 

Net income/(loss) 12,157 7.3% 6,812 5.0% 20,528 15.3% -2,179 -1.7% 
 
 Turnover rose slightly (up  2.3%) compared with 2004 due mainly to the contribution from the LPG sector. 
 The adjusted EBITDA margin reached 14.6% and fell by 3.6% compared with the previous year. It should be 

remembered, however, that for about six months, based on agreements reached with the buyer, the 
chemical ships continued to be managed by Finaval via in and out time-charter contracts with margins 
close to zero. 

 Adjusted EBIT improved by around 1.7 million euros and the margin exceeded 9%. 
 As regards “financial income/(expense)”, this item is difficult to interpret given that in 2004 there was a 

change in the criterion regarding the valuation of medium-/long-term debt denominated in foreign 
currency (from an estimate based on historical costs to one based on a year-end valuation). This resulted 
in the recognition of significant, previously unrealized foreign exchange gains. Thus, 2005 saw a worsening 
of the net result, due especially to the strength of the US dollar and the rise in US interest rates. 
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COAL LOGISTICS SECTOR 

VIANN LOG – M.B.S. 
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COAL LOGISTICS SECTOR 

OPERATING PERFORMANCE 

 

Finaval Holding operates in this sector via the sub-holding, Viann Log Lda., 50% co-owned with CoeClerici 

Logistic  S.p.a., Italy’s leading coal operator. 

Viann Log Lda wholly owns MBS (Mediterranean Bulk System N.V.), which has operated for one year in the 

coal storage, logistics and transportation sector. 

Its activities are carried out in the Croatian port of Rjieka - Bakar and in the Slovanian port of Koper where MBS 

has signed exclusive contracts for the storage of coal to be sent to Italian electricity generating plants. 

Relations regarding the use of structures and personnel at the two ports where MBS operates are regulated on 

the basis of contracts expiring in 2008 for Bakar and in 2011 for Koper. 

Viann Log and MBS have also signed agency agreements and consultancy contracts to manage contractual 

relations, the co-ordination of loading and unloading services, and all problems concerning the management 

of operations. 

The following table reports consolidated Income Statement data for Viann Log and MBS, compared with 

those of the previous year. 

 

INCOME STATEMENT FOR VIANN LOG/MBS 2005 % 2004 % 
      
Sales 9,258 100.0% 9,150 100.0% 
Operating costs -5,717 -61.8% -4,984 -54.5% 
Gross operating income 3,541 38.2% 4,166 45.5% 
     
Overheads -937 -10.1% -817 -8.9% 
EBITDA 2,604 28.1% 3,349 36.6% 
     
Amortisation, depreciation and provisions 0 0.0% 0 0.0% 
EBIT 2,604 28.1% 3,349 36.6% 
     
Financial income/(expense) 8 0.1% 1 0.0% 
Income before extraordinary items 2,612 28.2% 3,350 36.6% 
     
Income taxes -6 -0.1% 0 0.0% 
Net income/(loss) 2,606 28.1% 3,350 36.6% 
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PLANT ENGINEERING SECTOR 

KTI MANAGEMENT  - TECHNIP KTI 
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PLANT ENGINEERING SECTOR 

OPERATING PERFORMANCE 

 

In 2005 Technip KTI confirmed the positive trend reported in the previous two-year period with EBIT up 59% and 

net income up 35%. 

The contracts acquired during the year total 96 million euros, representing an increase of 13% with respect to 

the budget and a backlog totalling 286 million euros. 

 

 

 

 

 

 

 

 

 

 

 

The year under review also witnessed the acquisition of a number of equity investments in companies that will 

produce synergies with engineering activities and could, at the same time, help to develop new business. 

Research and development, which is fundamental to this sector of activity, continued and produced some 

praiseworthy results, especially as regards the production of hydrogen for fuel cell usage, with the completion 

of a pilot plant for the transformation of diesel into hydrogen. 

 

(in millions of euros) 2005 2004 2003 2002 2001 2000 

       
Turnover 58.5 72.6 66.9 44.4 69.7 76.9 

AGR -19.4% 8.5% 50.7% -36.3% -9.4%   

EBIT 3.5 2.2 1.1 -1.0 0.7 2.1 

EBIT margin 5.9% 3.1% 1.7% -2.2% 1.0% 2.8% 

Pre-tax income  4.0 2.8 -0.6 -3.2 0.5 1.6 

Pre-tax profit margin 6.8% 3.9% -0.9% -7.2% 0.7% 2.1% 

Net income for the year 2.3 1.7 -1.1 -3.5 0.0 1.1 

Net profit margin 3.9% 2.2% -1.6% -7.9% 0.1% 1.4% 

Stockholders’ equity 7.0 3.3 1.7 -2.1 1.4 1.7 

ROE 31.5% 49.7% -64.3% -168.9% 3.2% 66.0% 

Net funds/(debt) 20.0 14.8 14.8 -1.2 4.6 3.0 

Ratio of net funds/(debt) to Turnover 34.3% 20.3% 22.0% -2.7% 6.6% 4.0% 

Net working capital 5.9 8.8 3.8 2.8 4.1 5.6 
 

Teknitp KTI  indicators 
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-1,000 

0 
1,000 
2,000 
3,000 
4,000 
5,000 

2000 2001 2002 2003 2004 2005

EBIT Pre-tax income Net income



 



CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 31,  2005 
 

 

 
  FINAVAL HOLDING GROUP Page 26 
 

 

 

 

 

 

 

 

 

 

FINAVAL HOLDING 

 

 

 

 

 

 

 

 
 

 

 

 

 



CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 31,  2005 
 

 

 
  FINAVAL HOLDING GROUP Page 27 
 

 

 

 

 

 
 

 

 

 

 

 

 

 



CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 31,  2005 
 

 

 
  FINAVAL HOLDING GROUP Page 28 
 

 

FINAVAL HOLDING GROUP 

OPERATING PERFORMANCE, FINANCIAL AND OPERATING OUTLOOK 

 

Key events in 2005 included: 

 the end of Group’s reorganisation. This process involved acquisition of the share capital of Fingas Srl and 

Novamar Srl and the subsequent merger of these companies with Finaval SpA, as well as the merger of 

Mare del Sud Srl and Laraf Srl with Finaval SpA. The sub-holding company, ISIL Sa, was then liquidated; 

 the sale of ships in the chemicals segment; 

 the start-up of investment in the crude oil segment. 

All of these factors significantly impacted on the results for 2005 in conflicting ways, producing both increases 

and reductions in tangible fixed assets and the related borrowings. These changes are analysed in detail in the 

annexes to the Notes. 

Another important event in 2005 was the capital contribution paid in by shareholders in February and May, 

totalling 1,170 thousand euros. This payment is proof of the strong commitment to strengthening and 

consolidating the Group’s financial position, in the light of future investment opportunities and upcoming 

strategic decisions. 

The following tables report Income Statement and Balance Sheet data reclassified in relation to the period in 

which assets and liabilities are expected to generate cash flows. The statement of cash flows for the period is 

also shown in order to provide a better overview of the financial position.  

 

Consolidated Income Statement 2005 % 2004 % 2003 % 
          
Total revenues 170,880 100.0% 134,095 100.0% 126,963 100.0% 
Operating costs -136,092 -79.6% -109,796 -81.9% -99,663 -78.5% 
EBITDA 34,788 20.4% 24,299 18.1% 27,300 21.5% 
       
Amortisation, depreciation and write-
downs -14,076 -8.2% -15,645 -11.7% -16,978 -13.4% 
EBIT 20,712 12.1% 8,654 6.5% 10,322 8.1% 
       
Financial income/(expense) -8,632 -5.1% 8,985 6.7% -10,159 -8.0% 
Income before extraordinary items 12,080 7.1% 17,639 13.2% 163 0.1% 
       
Extraordinary income/(expense) 274 0.2% 2,052 1.5% 5,266 4.1% 
Pre-tax income 12,354 7.2% 19,691 14.7% 5,429 4.3% 
       
Income taxes -144 -0.1% -139 -0.1% -297 -0.2% 
Consolidated net income/(loss) 
attributable to the Group 12,210 7.1% 19,552 14.6% 5,132 4.0% 
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CONSOLIDATED BALANCE SHEET 
 Dec 2005 Dec 2004    Dec 2005 Dec 2004 

       
NET FIXED ASSETS 160.2 231.2   STOCKHOLDERS’ EQUITY 77.1 61.0 
Intangible 10.6 12.7       

Tangible 146.0 210.2  
ALLOWANCES FOR RISKS 
AND CHARGES 2.9 5.2 

Financial 2.5 5.7       
Subsidies (medium-/long-
term) 1.2 2.6  

MEDIUM-/LONG TERM 
BORROWINGS 78.2 126.9 

    
  Bank borrowings 
(mortgages and loans) 78.2 99.1 

NET CURRENT ASSETS - 5.6 -15.1    Other borrowings 0 27.8 
Trade receivables 11.5 18.5       
Other receivables and 
inventories 18.2 15.5    SHORT-TERM BORROWINGS -3.6 23.0 

Trade payables - 26.7 -24.2  
  Bank borrowings 
(mortgages and loans) - 3.6 17.9 

Other payables -6.1 -16.6    Other borrowings 0 5.1 
Accruals and deferrals - 2.5 -8.3     
       
NET INVESTED CAPITAL 154.6 216.1    154.6 216.1 

 

 



CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 31,  2005 
 

 

 
  FINAVAL HOLDING GROUP Page 30 
 

 

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS 2005 
   

STATEMENT OF GROUP CASH FLOWS 
(in thousands of euros) 

 2005 2004 
   

Net income for the year 12,210 19,552 
Cash flows from the sale of ships (*) -8,092 0 
Foreign exchange gains/(losses) 2,250 -9,438 
Net amortisation and depreciation and provisions(*) 9,549 16,476 
Write-downs and revaluations -170 139 
Grants -1,452 -2,012 

Operating cash flow 14,295 24,718 
      
Change in trade receivables 7,015 -8,474 
Change in trade payables 2,415 6,597 
Change in other assets/liabilities -15,157 11,088 
Change in staff severance indemnities and other allowances -2,293 1,329 

Cash flow from continuing operations -8,020 10,540 

Cash flow from recurring operations 6,275 35,257 
      
Investments in/disposals of intangible fixed assets -58 -5,210 
Investments in/disposals of tangible fixed assets 64,956 4,539 
Investments in/disposals of non-current financial assets 3,393 6,508 

Cash flow from investing activities  68,290 5,838 
      
Capital increase 1,170 23,000 
Changes in capital and reserves due to consolidation 1,566 0 
Other changes in capital and reserves 258 -388 

Changes in stockholders’ equity 2,994 22,612 

 Total 77,559 63,707 
      
 Net debt at beginning of year  -149,952 -223,097 
Decrease/(increase) in cash and cash equivalents -18,486 -8,142 
(Decrease)/increase in short-term borrowings -8,156 -48,129 
(Decrease)/increase in medium-/long-term borrowings -50,918 -7,435 
Change in net debt -77,559 -63,707 
      
Foreign currency gains/(losses) -2,250 9,438 
      

Net debt at end of year -74,643 -149,952 
 

(*) This item refers to the costs and revenues deriving from the sale of ships. 
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SUBSEQUENT EVENTS AND OPERATING OUTLOOK 

 
Significant events after year end included the incorporation in January 2006 of Finaval Aviation Srl, a company 

that will operate in the air freight transportation sector. By mid-2006 the company will have become 

operational via the acquisition of a Boeing 747 cargo plane, the signing of agreements regarding technical 

operational management with Greek partners in possession of the facilities needed to support this activity and 

the negotiation of commercial agreements. These commercial agreements will above all regard major 

companies in Far East Asia, which are proving to be extremely interested in the development of the project. 

Through the incorporation of Finaval Aviation, the Finaval Group intends to develop and expand its business 

with a view to positioning itself in niche markets in the high technology and value added transportation sector. 

As regards the shipping sector, during the early part of 2006, agreements were finalised with leading banks for 

the financing of the M/T Norma and the construction of two new ships by Samsung Heavy Industries. 
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CONSOLIDATED BALANCE SHEET 

Migliaia di euro 

ASSETS  31/12/05  31/12/04  
   

A. AMOUNTS DUE FROM SHAREHOLDERS AS UNPAID SHARE CAPITAL 0 0 
B. FIXED ASSETS   
I. INTANGIBLE FIXED ASSETS   
Costs system and widening 2 3 
Other 129 124 
Consolidation difference 11.428 12.530 
Total intangibile fixed assets 10.559 12.657 
   
II. TANGIBLE FIXED ASSETS   
Land and building 1.281 0 
Fleet 143.909 249.523 
Plant and machinary 12 1 
Industrial and commercial equipment 11 13 
Other assets 842 493 
Work in progress and advances 16.147 0 
Total tangible fixed assets 162.202 250.030 
   
III. NON-CURRENT FINANCIAL ASSETS   
Equity investments in subsidiaries 951 1.002 
Equità investments in affiliated companies 1.523 907 
Receivables due from subsidiaries 0 3.777 
Receivables due from others 35 46 
Others titles 2.734 0 
Total non-current financial assets 5.243 5.732 
   
TOTAL FIXED ASSETS 178.004 268.419 
   
C. CURRENT ASSETS   
I. INVENTORIES   
Fuel and oils 1.812 1.150 
Service in progress 3.554 4.033 
Total inventories 5.366 5.183 
   
II. RECEIVABLES   
Due from clients 11.488 18.503 
Due from subsidiaries 1.537 419 
Due from tax authories 631 1.044 
Due from tax assets  202 1.717 
Differents receivables within 12 mounths 6.873 6.910 
Differents receivables beyond 12 mounths 1.290 2.914 
Total Receivables 22.020 31.507 
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IV. CASH AND CASH EQUIVALENTS   
Bank and post office deposits 34.670 16.121 
Cash and notes in hand 92 156 
Total 13.762 16.277 
   
TOTAL CURRENT ASSETS 62.148 52.967 
   
D. ACCRUED INCOME AND PREPAID EXPENSES 2.849 2.404 
   
TOTAL ASSETS 243.000 323.790 
   
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



CONSOLIDATED FINANCIAL STATEMENTS AS OF DECEMBER 31,  2005 
 

 

 
  FINAVAL HOLDING GROUP Page 35 
 

 

CONSOLIDATED BALANCE SHEET 

Migliaia di euro 

LIABILITY AND STOCKHOLDERS’ EQUITY  31/12/05  31/12/04  
   
A. STOCKHOLDERS’ EQUITY   
Capital stock 25.427 25.427 
Revaluation reserve 1.105 1.105 
Legal reserve 227 186 
Other reserves 25.632 4.290 
Consolidation reserve 15.846 15.867 
Retained earning(accumulated losses) -4.231 -5.415 
Net incombe(loss) for the year 12.211 19.552 
Stockholders equity attributable to the Group 76.216 61.012 
   
 Capitale e riserve di terzi  0 0 
 TOTAL STOCKHOLDERS’ EQUITY 76.216 61.012 
   
B. ALLOWANCES FOR RISK AND CHARGES   
Accrued taxes 777 2.614 
Other alllowances for risks and charges 1.430 1.972 
TOTAL ALLOWANCES 2.207 4.586 
   
C. RESERVE FOR STAFF SEVERANCE INDEMNITIES 655 569 
   
D. PAYABLES   
Due to banks within 12 mounths  31.204 34.251 
Due to banks beyond 12 mounths 78.201 99.088 
Due to other financial institution within 12 mounths 0 5.109 
Due to other beyond institution within 12 mounths 0 27.782 
Advances 983 299 
Due to suppliers 24.653 24.238 
Due to subsidiaries 1.625 7.288 
Due to tax authorities 909 719 
Due to social security agencies 222 109 
Others payables within 12 mounths 2.522 4.432 
Others payables beyond 12 mounths 0 3.777 
TOTAL PAYABLES 142.319 207.092 
   
E. ACCRUED LIABILITIES AND DEFERRED INCOME 21.603 50.529 
   
TOTAL LIABILITIES AND STOCKHOLDERS’EQUITY 243.000 323.788 
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MEMORANDUM ACCOUNTS 

Migliaia di euro 

GENERAL GUARANTEES  31/12/05  31/12/04  
PERSONAL GUARANTEES   
Sureties in favour of others 9.067 490 
Other general guarantees in favour of subsidiaries 6.772 6.770 
Total General Guarantees 15.839 7.260 
   
COMMITMENTS   
Other 132.338 71.362 
Total Commitments 132.338 71.362 
  
TOTAL MEMORANDUM ACCOUNTS 148.177 78.622 
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CONSOLIDATED INCOME STATEMENT 
Migliaia di euro 

    
   31/12/05 31/12/04 
A. TOTAL REVENUES    
Revenues from sales and service  136.177 128.391 
Change in work in progress  -642 364 
Other income  35.346 5.340 
Total revenues  170.881 134.095 
    
B. OPERATING COSTS    
For raw, ancillary and consumable materials and goods for 
resale  20.414 16.173 
Service cost  55.077 43.732 
Per godimento di beni di terzi  35.249 30.768 
Per il personale    
-Wages and salaries  16.010 14.072 
-Social security contributions  939 753 
-Trattamento di fine rapporto  391 337 
Amortisation of intangible fixed assets  2.157 2.144 
Amortisation of other fixed assets  11.920 13.501 
Changes in inventories  -380 248 
Provisions for risks  0 830 
Other operating expenses  8.390 2.883 
Total operating costs  150.168 125.441 
    
OPERATING INCOME (A - B)  20.713 8.654 
    
C. FINANCIAL INCOME AND EXPENSE    
Other financial income  1.691 432 
Interest expense and other financial charges  -9.463 -7.505 
Foreign currency gains and losses  -860 16.058 
Total financial income (expense), net  -8.632 8.985 
    
D. ADJUSTMENTS TO NON-CURRENT FINANCIAL ASSETS    
Revaluations    
- of equity investments  342 52 
Write-downs    
- of equity investments  -170 -191 
Total adjustments  170 -139 
    
E. EXTRAORDINARY INCOME AND EXPENSE    
Extraordinary income:    
- Profits on disposals  3 5.597 
-Other  1.333 1.609 
Extraordinary expense:    
- Losses on disposals  -1 -1.561 
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Other extraordinary expense  -1.231 -3.454 
Total extraordinary income (expense), net  104 2.191 
    
PRE-TAX INCOME  12.355 19.691 
    
Income taxes for the year    
- Current  552 665 
- Deferred tax (assets) liabilities  -407 -526 
Total income taxes for the year  144 139 
    
NET INCOME (LOSS) FOR THE YEAR  12.211 19.552 
    
MINORITY NET INCOME(LOSS) FOR THE YEAR  0 0 
    
GROUP NET INCOME (LOSS) FOR THE YEAR  12.211 19.552 
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS AS OF 31 DECEMBER  2005 

(SUMMARY) 
BASIS OF CONSOLIDATION 

In accordance with art. 39 of Legislative Decree no. 127 of April 9, 1991, consolidated companies are listed 

below: 

Companies consolidated on a line-by-line basis 

Company name % holding Registered office Capital stock 

Finaval Holding Srl Parent Company Rome 25,427.3 

Finaval SpA 100.0% Rome 24,220.0 

Energetica Lda 100.0% Madeira 5.0 

 

Companies consolidated on a proportionate basis (art. 37 of Decree no. 127/91) 

Company name % holding Registered office Capital stock 

Viann log Lda (Group) 50.0% Madeira 5.0 

 

With respect to 2004, as a result of the aforementioned mergers with Finaval SpA, Laraf Srl, Mare del Sud Srl 

and Novamar Srl are no longer consolidated. The company, Isil SA, was wound up during the year. 

Moreover, the companies Finaval International BV ( on a proportionate basis), Novamar Scarl (in liquidation), 

and Società Marittima Siciliana (in liquidation) were not consolidated insofar as their inclusion would have 

been irrelevant to a true and fair view. These holdings, along with the 20% holding in KTI Management Srl, were 

consolidated in accordance with the equity method.  

 

 

CHANGES IN FIXED ASSETS 

Specific tables have been prepared for tangible, intangible and non-current financial assets. Annexes 1, 2 

and 3, respectively, indicate the following for each item: original cost, accumulated amortisation or 

depreciation, changes during the year and closing balances. 

Intangible fixed assets are amortised and tangible fixed assets are depreciated on a straight-line basis taking 

account of their residual useful lives. None of the assets posted in the financial statements have been written 

down.  

 
INTANGIBLE FIXED ASSETS 

The item “Goodwill arising from consolidation” primarily relates to goodwill attributed to the subsidiary, Finaval 

SpA. This goodwill, amortised over a period of 10 years in relation to the expected future earnings of Finaval 

SpA, has a residual life of 5 years. 

The item “Other intangible fixed assets” comprises software and leasehold improvements regarding the 

registered office. These costs are amortised over the duration of the lease term. The increase in this item during 

the year is mainly due to leasehold improvements. 
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TANGIBLE FIXED ASSSETS 

Changes during the year mainly regard the fleet, including the purchase and disposal of ships, as well as 

changes relating to the aforementioned merger. Specific mention should be made of: 

 the disposal of the vessels, Isola Azzurra, Isola Blu, Isola Mora, Isola Corallo, Isola Ambra, Isola Amaranto, 

Isola Atlantica, Giovanni Fagioli, Isola Bruna and Therassia, and of Marfin III and Marfin V for an overall 

price of 222,544 thousand euros; 

 the purchase of the M/T Neverland for 47.8 million euros and the M/T Therassia for 36,876 thousand euros; 

 the acquisition, via the merger with the subsidiary Fingas Srl, of the vessels Azzurra Prima, Fiemme, Grande, 

Misa, Thebe and Adrastea for an overall value of 8.5 million euros. 

Moreover, the item “Work in progress and advances” includes the advances paid (10% of the contract value) 

to Samsung Heavy Industries for the construction of two new oil tankers to be delivered in 2008, totalling 10.3 

million euros, and the advance (10% of the agreed price) paid for the M/T Norma to be delivered in June 

2006, amounting to 5.7 million euros. 

The change in the item “Land and buildings” refers to the acquisition of new offices in Milan, at Via Paleocapa 

n.4, for a cost of 1,300 thousand euros. 

Ordinary depreciation, shown in Annex 2, was calculated on the basis of the following rates, reduced by half 

for assets entering service in 2005. The ordinary depreciation of assets sold was calculated on a proportionate 

basis reflecting the days of service of the asset. 

- Plant and machinery 10% 

- Industrial and commercial equipment 15% 

- Electronic and office equipment 20% 

- Office furniture and fittings 12% 

- Motor vehicles 25% 

With reference to the fleet, the period of depreciation is determined on the basis of the economic and 

technical life of the ship, corresponding to 30 years for gas tankers and to 25 years for the other ships. 

Depreciation for ships entering service during the year was calculated on the basis of the month the ship 

entered service. 

 

NON-CURRENT FINANCIAL ASSETS 

Equity investments 

Equity investments are analysed below: 

(in thousands of euros) %  2004 Value in 2004 %  2005 Value in 2005 

Finaval International BV 100% 44 100% 0 

Soc. Marittima Siciliana Srl (in liquidation) 50% 7 50% 0 

Novamar International Scarl (in liquidation) 50% 951 50% 951 

Total  1,002  951 
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Equity investments in affiliated companies totalling 1,523 thousand euros refer to the 20% holding in KTI 

Management Srl.  The change with respect to the previous year takes account of both amortisation of 

goodwill purchased at the time of the acquisition (143 thousand euros) and the related increase in 

stockholders’ equity in 2005 (759 thousand euros). 

 
Other securities 

This item refers to shares in BPER acquired during the year. The market value of the shares as of December 31, 

2005 was approximately 10% higher than their book value. 

 

 

CHANGES TO OTHER ITEMS UNDER CURRENT ASSETS AND LIABILITIES AND STOCKHOLDERS’ EQUITY 

Inventories 

This item consists of fuels and lubricants on board ships at the end of the year as well as services in progress 

and differ by 183 thousand euros compared with 2004.  

 

Trade receivables 

This item derives from normal transport and chartering transactions, adjusted to reflect their estimated 

realisable value by means of an allowance for doubtful receivables of 133 thousand euros. Foreign currency 

receivables have been adjusted to closing exchange rates. This item decreased by 7,015 thousand euros with 

respect to 2004 primarily due to the changeover from COA to Time-Charter contracts for some ships in the 

chemicals sector.  

 

Amounts due from subsidiaries and affiliated companies 

Such receivables are principally due from Novamar International Scarl (in liquidation), totalling 1,154 thousand 

euros, from Finaval International BV, totalling 366 thousand euros, and from SMS Srl, totalling 16 thousand euros. 

 

Amounts due from others 

Such receivables, deemed to be fully collectable, principally refer to the following items: 

(in thousands of euros) 

  2004 2005

Due from tax authorities 1,044 631

Deferred tax assets 1,717 202

Other receivables 

 - Capital grants 5,150 3,535

 - Prepayments to suppliers 2,648 2,391

 - Interest rate subsidies 237 82

 - Other 1,789 2,155

Total 12,585 8,996
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Cash and cash equivalents 

This item consists of temporary cash on hand held at banks and cash holdings.  

 
Trade payables 

This item rose by approximately 2.4 million euros with respect to the previous year. The increase mainly reflects 

10 million dollars deriving from the extended terms of payment for the M/T Neverland. This sum was paid in 

January 2006. 

 
Due to subsidiaries 

These trade payables, amounting to 1,625 thousand euros and representing a decrease of 5,663 thousand 

euros compared with 2004, are due to Novamar International Scarl.  

 
Other payables 

This item breaks down as follows: 

 (in thousands of euros) 2004 2005

Due to tax authorities 719 909

Due to social security institutions 109 222

Other payables 8,209 2,522

 - Personnel and seamen 701 960

 - Interest due to bondholders 375 0

 - Atlantic Shipping SA 3,777 0

 - Aarhus Bankrupt 1,450 1,450

 -Other 1,906 112

Total 9,037 3,653

 
RECEIVABLES AND PAYABLES FALLING DUE AFTER 5 YEARS – BORROWINGS SECURED BY COLLATERAL – 

GEOGRAPHICAL DISTRIBUTION 

No receivables falling due after 5 years are recorded. Receivables falling due after 12 months include shipping 

subsidies. 

Payables falling due after 5 years are shown in Annex 4, which also shows borrowings secured by collateral. 

The geographical distribution of receivables and payables is shown in Annex 5. 

 
SIGNIFICANT MOVEMENTS IN EXCHANGE RATES 

No significant movements in exchange rates are reported with respect to the end of the year. 

 
ACCRUALS AND DEFERRALS 

Accrued income and prepaid expenses break down as follows: 

Accrued income 2004 2005
Other 5 0
Interest income 0 240
Charter income 154 0

Total  159 240
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Prepaid expenses  

Insurance premiums 914 507
Rentals 262 1.014
Interest on loans 811 744
Other 258 344

Total 2,245 2,609

 

Accrued expenses and deferred income break down as follows: 

(in thousands of euros) 

Accrued expenses 2004 2005

Interest payable on mortgages and loans 634 700

Payroll expenses 140 111

Other 259 495

Total 1,033 1,306

 

Deferred income   

Charter income 7,592 2,851

Grants 41,806 17,296

Other 98 150

Total 49,496 20,297

 

Deferred income relating to “capital grants” refers to state subsidies recorded under this item as of approval of 

the consolidated financial statements for 1998. The change from 2004 was due to the release of the remaining 

amount due for ships sold. 

These grants, as indicated in the accounting policies, are recorded in the Income Statement in correlation 

with depreciation of the ships that benefit from the subsidies. 

 

STOCKHOLDERS’ EQUITY 

Changes in stockholders’ equity are analysed in Annexes 6 and 7. Stockholders’ equity rose by 1,514 thousand 

euros due to the smaller amount paid with respect to the book value of the stockholders’ equity of Novamar 

Srl and Fingas Srl. This smaller amount is the result of negotiations and not of expected future losses on the 

investments. Moreover, stockholders’ equity rose by 310 thousand euros due to other changes and by 1,170 

thousand euros as a result of contributions for future capital increases made during the year.  

Capital Stock 

The fully paid-in capital stock amounts to 25,427,362 euros and consists of 25,427,362 ordinary shares with a 

nominal value of 1.00 euro each. 

Other reserves 

This item primarily comprises undistributed retained earnings.  
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OTHER ALLOWANCES  

Allowances for deferred taxes 

This item primarily includes provisions resulting from the reversal of tax-related entries. The 1,837 euro decrease 

primarily results from the sale of ships. As regards entries relating to future years, account has been taken of the 

fact that Finaval SpA has decided to adhere to the new tax legislation known as the “Tonnage Tax” as of 

2006. 

Allowance for risks 

Changes during the year break down as follows: 

(in thousands of euros) 

Balance as of January 1, 2005 1,972

Increases during the year 1,228

Decreases during the year 1,770

Balance as of December 31, 2005 1,430

 

During the year, due to the unfavourable outcome of a dispute involving Finaval Holding, the allowance 

prudently allocated over previous years was utilised. Nevertheless, an appeal has been lodged and there is 

reason to hope for a positive outcome. The other decreases refer to the settlement reached with Marnavi (316 

thousand euros), success in the suit regarding labour disputes (243 thousand euros) and the settlement with 

Deseos reached during the sale of the investment (381 thousand euros). 

The increase regards risks relating to the holding in Finaval International BV, which should complete its 

liquidation in 2006 (357 thousand euro) and the recognition of fair value losses on trading in derivative 

instruments. As of December 31, 2005 the Company was party to two further transactions regarding trading in 

derivative instruments, reporting a fair value gain of 571 thousand euros. As indicated in the notes regarding 

accounting policies, in accordance with the prudence principle, this gain is not recognised in the financial 

statements. 

The allowance includes the following items: 

equity investment risks – Novamar Int. Holland 118 

equity investment risks – Finaval International BV 357 

recalculated interest on mortgage contracts signed in 1984 for the ships, Mare Glaciale and Capo Horn 84 

risks associated with transactions involving derivative instruments 871 

 

RESERVE FOR STAFF SEVERANCE INDEMNITIES 

Changes during the year break down as follows: 

(in thousands of euros) 

Balance as of January 1, 2005 569 

Increases during the year 439 

Decreases during the year 353 

Balance as of December 31, 2005 655 
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MEMORANDUM ACCOUNTS 

Sureties and letters of patronage 

The following items are analysed in detail in Annex 8: 

sureties granted by banks in the interest of Finaval Holding in favour of third parties and letters of patronage 

granted in the interest of subsidiaries in favour of banks. 

 
OTHER FINANCIAL COMMITMENTS 

OTHER FINANCIAL COMMMITMENTS 

Interest rate swaps 

As of December 31, 2005 the Company has entered into a number of swaps to hedge exchange rate 

risk on notional capital totalling 91.8 million euros, representing around 93% of foreign currency 

borrowings. 

 

TYPE 
NOTIONAL 
AMOUNTS DURATION DESCRIPTION FAIR VALUE 

Step-up barrier 
IRS  

 USD 
42,200,000 10 years 

stepped fixed rate ranging between 3.87% up 
to 4.84% with knock-out barriers from 5.50% to 
7.50%  €         95,219 

Step-up IRS   USD  8,399,000 7 years stepped fixed rate from 2.90% to 4.05%  €      239,043 

Collar with 
knock-in floor 

 USD 
13,258,251 7 years 

floating rate ranging between 2.60% and 
4.95%, then fixed rate up to knock-out cap of 
7.00%  €         35,307 

Mix Atlantic 
Floater Swap  € 18,521,213 4 years 

fixed rate linked to LOBOR with stepped 
barriers up to 5.50% -€      871,071 

IRS with knock-
out floor in 
arrears  USD 9,085,688 8 years 

fixed rate of 3.00% with knock-out barrier of 
4.00%   

American 
Directional IRS   USD  6,000,000 8 years 

fixed rate linked to LIBOR with stepped barriers 
up to 6.50%  €         89,984 

Fix Floater Swap  € 5,000,000 3 years fixed rate of 2.48% with knock-out barrier  -€           4,772 
 

 

Exchange rate hedges 

As of December 31, 2005 there are transactions to hedge exchange rate risks regarding the US dollar, which, 

starting from an initial exchange rate, allows the Company to purchase dollars at exchange rates ranging 

between 1.24 and 1.50. These zero-cost transactions hedge the entire life of the underlying loans for a notional 

amount equal to around  52% of the borrowings. Specifically these include: 

 

DURATION NOTIONAL AMOUNT 
EXCHANGE 

HEDGE KNOCK-IN BARRIER FAIR VALUE 
10 years  USD   8,824,795 1.3100 1.40 up to 2006, then 1.50  €         426,920.76 
7 years  USD 17,649,560 1.3300 1.50  €         896,805.62 
10 years  USD 21,329,032 1.2465 1.48  €         332,474.97 
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Purchase commitments 

In 2005 the Company undertook commitments for: 

 the purchase of a new oil tanker named “HS Norma”, built in 2004 with gross tonnage of 115 tonnes, for a 

total price of 68,000,000 US dollars. The Company has already paid an advance totalling 10% of the 

agreed price. On delivery, expected to take place in June 2006, the Company will have the right to 

nominate one of its subsidiaries as the purchaser; 

 the construction of two oil tankers with a gross tonnage of 115 thousand tonnes by the Korean shipyard, 

Samsung Heavy Industries, for an amount totalling 121,300,000 US dollars. The Company has already paid 

an advance totalling 10% of the agreed price. On delivery, expected to take place during the second 

half of 2008, the Company will have the right to nominate one of its subsidiaries as the purchaser. 

 

NOTES TO THE INCOME STATEMENT 

TOTAL REVENUES 

The item “Revenues from sales and services” is analysed below by category of activity:  

 (in thousands of euros) 2004 2005
Freight charges 121,323 122,503
Demurrage 6,083 8,113
Logistics 0 4,470
Other 985 1,091

Total 128,391 136,177

 
The increase in revenues compared with 2004 is primarily attributable to the increase in the basis of 

consolidation. 

 
The item “Other income” breaks down as follows:  

 29,126 thousand euros from capital gains on the sale of ships; 
 1,528 thousand euros from shipping grants primarily relating to Laws 132/94 and 234/89; 
 2,249 thousand euros in tax credits relating to Law 30/98; 
 1,917 thousand euros from payments for damages and insurance reimbursements; 
 526 thousand euros in other income. 

 
Breakdown of revenues by geographical area 

An analysis of revenues according to geographical area is not significant. 

 

OPERATING COSTS 

COST OF RAW, ANCILLARY AND CONSUMABLE MATERIALS AND GOODS FOR RESALE 

This item is analysed below:  

 (in thousands of euros) 2004 2005
Fuels and lubricants 11,311 15,693
Maintenance materials 2,338 3,035

Consumable materials 2,524 1,686

Total 16,173 20,414
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SERVICE COSTS 

This item is analysed below:  

 (in  thousands of euros) 2004 2005
Management of joint ventures 13,781 12,797
Port expenses 13,518 14,505
Maintenance 3,630 5,291
Technical consultancy 3,287 3,492
Insurance 2,891 2,818
Commission expense 2,366 9,286
Logistics 0 2,850
Other 4,254 4,038

Total 43,732 55,077

 

This increase in this cost item compared with 2004 is primarily due to the increase in the basis of consolidation 

and the greater costs incurred on the sale of ships. 

 

LEASES AND RENTALS 

This item is analysed as follows:  

 (in thousands of euros) 2004 2005

Rentals 30,352 34,868

Other 416 381

Total 30,768 35,249

 

PAYROLL COSTS 

An analysis of costs relating to personnel is provided in the Income Statement. 

 

AVERAGE HEADCOUNT 

The average number of employees by category, including shipboard personnel, is listed below: 

Management 2 

Shore-based personnel 33 

Seamen 261 

 

AMORTISATION, DEPRECIATION AND WRITE-DOWNS 

This item is fully analysed in the Income Statement. 

 
PROVISIONS FOR RISKS 

Information on this item is provided in the notes regarding “Other allowances for risks and charges”.  
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OTHER OPERATING EXPENSES 

This item breaks down as follows:  

 (in thousands of euros) 2004 2005

Losses on the disposal of ships 0 3,964

Shipping expenses to be debited to shipping agencies during

berthing or docking for maintenance work  

1,096 1,401

General onboard expenses 480 847

Travel expenses 302 368

Association membership fees 99 141

Charges and damages 103 196

Public relations, advertising and other expenses 383 642

Other expenses and charges 420 831

Total 2,883 8,390

 

This increase in this item is also linked to charges relating to the sale of ships. 

 

FINANCIAL INCOME AND EXPENSE  

OTHER FINANCIAL INCOME  

This item, totalling 1,691 thousand euros (432 thousand euros as of December 31, 2004), primarily includes 

accrued interest income on bank current accounts and income from derivatives transactions during the year 

(765 thousand euros). 

 

INTEREST EXPENSE AND OTHER FINANCIAL CHARGES 

This item is analysed below: 

 (in thousands of euros) 2004 2005

Interest due on bank current accounts 434 391

Interest due on mortgages, loans and other borrowings 5,208 5,522

Borrowing costs  308 507

Penalty for early repayment 196 1,011

Fair value losses on derivative instruments 0 871

Other financial charges 1,359 1,161

Total 7,505 9,463
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FOREIGN EXCHANGE GAINS/(LOSSES) 

This item breaks down as follows (in thousands of euros): 

 (in thousands of euros) 2004 2005

Foreign exchange losses - 2,599 - 11,518

Unrealised foreign exchange losses - 1,319 - 402

Foreign exchange gains 9,219 8,409

Unrealised foreign exchange gains 10,757 2,651

Total 16,058 - 860

 

ADJUSTMENTS TO NON-CURRENT FINANCIAL ASSETS  

These relate to valuations carried out in accordance with the equity method of equity investments in 

companies or subsidiaries. Specifically, these refer to the holding in KTI Management SpA. 

 

EXTRAORDINARY INCOME AND EXPENSE  

These items are analysed below (in thousands of euros):  

 (in thousands of euros)  2004 2005

Profits on disposals 5,597 3

Releases from allowances 52 559

Other extraordinary income 1,557 774

Total 7,206 1,336

 

Other extraordinary income primarily refers to extraordinary profits arising from the cancellation of payables no 

longer due and to invoices for demurrage relating to the previous year. 

The item “Extraordinary expense” totals 1,231 thousand euros and primarily includes contingent liabilities 

deriving from costs not relating to the year due to the difference in demurrage and other revenues relating to 

previous years and the amounts subsequently agreed (1,164 thousand euros). 

 

CURRENT TAXES AND DEFERRED TAX ASSETS (LIABILITIES) 

Deferred tax assets are explained in the notes to the item “Allowance for taxes”. As regards tax assets, the tax 

credit relating to previous years was largely utilised in 2005. 
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ANNEXES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

The annexes present additional information with respect to the Notes, of which they are an integral part.  

Such information is contained in the following annexes: 

 Statement of changes in intangible fixed assets 

 Statement of changes in tangible fixed assets 

 Statement of changes in non-current financial assets 

 Aging schedule for borrowings 

 Geographical distribution of receivables and payables 

 Statement of changes in stockholders’ equity for the year ended December 31, 2005. 

 Reconciliation of stockholders’ equity and net result for the year of Finaval Holding Spa and the Finaval 

Holding Group 

 Memorandum accounts 

 

 THE CHAIRMAN 

 Giovanni Fagioli 
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INDEPENDENT AUDITORS’ REPORT  

ON THE CONSOLIDATED FINANCIAL STATEMENTS OF 

FINAVAL HOLDING 

AS OF 31DECEMBER 2005 
 



 



AUDITORS’ REPORT PURSUANT TO ARTICLE ART. 2409-TER 
OF THE ITALIAN CIVIL CODE 

 
 
To the Shareholders of  
FINAVAL HOLDING S.p.A. 
 
1. We have audited the consolidated financial statements of FINAVAL HOLDING S.p.A. and its 

subsidiaries (the FINAVAL HOLDING Group) for the year ended December 31, 2005. These 
consolidated financial statements are the responsibility of the Directors of FINAVAL 
HOLDING S.p.A.. Our responsibility is to express an opinion on these consolidated financial 
statements based on our audit. 

 
2. We conducted our audit in accordance with Auditing Standards generally accepted in Italy. 

Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the consolidated financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing the accounting principles used and 
significant estimates made by the Directors, as well as evaluating the overall financial statement 
presentation. We believe that our audit provides a reasonable basis for our opinion.  

 
 For the opinion on the previous year’s consolidated financial statements, which are presented for 

comparative purposes as required by law, reference should be made to the auditors’ report 
issued by us on May 31, 2005. 

 
3. In our opinion, the consolidated financial statements give a true and fair view of the financial 

position of the FINAVAL HOLDING Group as of December 31, 2005 and the results of its 
operations for the year then ended, in accordance with the Italian law governing financial 
statements. 

 
 
DELOITTE & TOUCHE S.p.A. 
 
 
 
Fabio Pompei  
Partner 
 
 
Rome, Italy 
April 12, 2006 
 
 
This report has been translated into the English language solely for the convenience of 
international readers. 
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ANNEXES 

TO THE CONSOLIDATED FINANCIAL STATEMENTS 

AS OF 31 DECEMBER 2005 
 



Annex 1

Category Balance as of 
31/12/2004

Change Change in basis 
of consolidation

Amortisation Changes relating 
to exchange 

rates

Balance as of  31/12/2005

Start-up and expansion costs 3,0 1,0 2,0

Research, development and 
advertising costs 0,0 0,0

Intellectual property rights 0,0 0,0

Other 124,0 75,0 70,0 129,0
Goodwill arising from 
consolidation 12.530,0 -17,0 -2.086,0 10.427,0

Total 12.657,0 75,0 -17,0 -2.015,0 10.558,0

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

Statement of changes in tangible fixed assets 

(In thousands of euros)



Annex 2

Category Original cost
Allowances 
for deprec.

Balance Purchases Reclass. Sales Allowance
Change in 

basis of 
consolidation

Deprec. Original cost
Allowances 
for deprec.

Balance

Fleet 331.066 81.543 249.523 93.234 0 214.446 -27.309 0 11.711 209.854 65.945 143.909

Buildings 0 0 0 1.300 0 0 0 0 19 1.300 19 1.281

Plant and machinery 1 0 1 13 0 0 0 0 2 14 2 12

Other equipment 29 17 12 2 0 0 0 0 3 31 20 11

Other assets 1.055 562 493 666 0 144 -11 0 184 1.577 735 842

Work in progress and 
advances 0 0 0 16.147 0 0 0 0 0 16.147 0 16.147

Total 332.151 82.122 250.029 111.362 0 214.590 -27.320 0 11.919 228.923 66.721 162.202

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

STATEMENT OF CHANGES IN TANGIBLE FIXED ASSETS 

(In thousands of euros)

Opening balance Changes during the year Closing balance



Annex  3

Equity investments Balance 2004 Increases Decreases Write-downs Revaluations Balance 2005
Subsidiaries 1.001 0 -50 0 0 951
Affiliated companies 907 759 -143 0 0 1.523
Total 1.908 759 -193 0 0 2.474

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

Statement of changes in non-current financial assets 

(In thousands of euros)



Annex 4

Within 12 months Between 12 
months and 5 

years

After  5 years Total

Bank borrowings 31.204 44.533 33.668 109.405

Total 31.204 44.533 33.668 109.405

Asset Residual debt
Property in via Paleocapa, Milan 1.149
Isola Verde 7.489
Isola Gialla 13.880
Isola Rossa 12.632
Isola Magenta 7.489
Neverland 35.117
Total 76.607

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

Collateral guarantee

First mortgage
First mortgage

AGING SCHEDULE FOR BORROWINGS

(In thousands of euros)

BORROWINGS SECURED BY COLLATERAL GUARANTEES

First mortgage

First mortgage

(In thousands of euros)

First mortgage
First mortgage



Annex 5

ITALY EUROPEAN UNION EXTRA EU TOTAL

Trade receivables 6.901 424 4.163 11.488
Receivables due from subsidiaries 1.170 366 0 1.536
Tax credits and deferred tax assets 832 0 0 832
Other receivables 5.854 1.414 895 8.163
TOTAL RECEIVABLES 14.757 2.204 5.058 22.019

ITALY EUROPEAN UNION EXTRA EU TOTAL

Bank borrowings 30.709 75.634 3.063 109.406
Trade payables 9.969 10.165 6.519 26.653
Prepayments from clients 649 334 983
Payables due to subsidiaries 1.625 1.625
Due to tax authorities 851 58 909
Due to INPS 222 222
Other payables 1.067 1.455 2.522
TOTAL PAYABLES 45.092 87.312 9.916 142.320

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS 2005

GEOGRAPHICAL DISTRIBUTION OF RECEIVABLES AND PAYABLES 

(In thousands of euros)



Annex 6

Capital stock Share premium
reserve

Legal reserve Consolidation
reserve

Other reserves Retained
earnings

(accumulated
losses)

( l t d

Net result for the
year

Stockholders'
equity

atttributable to
the Group

Minority interests Total

Balances as of December  31, 2003 2.427 1.105 186 15.846 6.395 (12.244) 5.132 18.847 18.847

Allocation of net result for the year 4.269 863 (5.132) 0

Changes in basis of consolidation 21 (6.374) 5.966 (387) (387)

Capital increase 23.000 23.000
Net result for the year 19.552 19.552 19.552

Balances as of December 31, 2004 25.427 1.105 186 15.867 4.290 (5.415) 19.552 61.012 0 61.012

Allocation of net result for the year 41 19.511 (19.552) 0 0

Other changes (21) 661 1.184 1.824 1.824

Capital grants 1.170 1.170 1.170

Net result for the year 12.210 12.210 12.210

Balances as of December  31, 2005 25.427 1.105 227 15.846 25.632 (4.231) 12.210 76.216 0 76.216

FINAVAL HOLDING SPA -CONSOLIDATED FINANCIAL STATEMENTS 2005

STATEMENT OF CHANGES IN STOCKHOLDERS' EQUITY
(In thousands of euros)



Annex 7

Net income/(loss) Stockholders' equity
Increase/(Decrease) Increase/(Decrease)

Finaval Holding S.p.A. 11.309 40.651
Stockholders' equity and net result for the year of consolidated companies 2.792 68.114

Carrying amount of equity investments - -43.450

Valuation at equity 197 473

Allocation to goodwill arising from consolidation - 18.690

Amortisation of goodwill arising from consolidation -2.087 -8.262

 Finaval Holding Group 12.211 76.216

FINAVAL HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

RECONCILIATION OF STOCKHOLDERS' EQUITY AND NET RESULT FOR THE YEAR OF FINAVAL HOLDING S.P.A.AND THE FINAVAL HOLDING GROUP

(In thousands of euros)



Annex 8

Sureties
Sureties issued by banks in the interest of Finaval in favour of third parties
Banca Intesa in favour of  POSTE SpA 3                             
UNICREDIT  in favour of the Ministry of Defense 176                         
BNL in favour of G. Fayella and P.C. Fayella 240                         
BNL in favour of  G. Fayella and P.C. Fayella 60                           
UNICREDIT in favour of  T.C.S. of America 112                         
BNL in favour of  Norden A/S ($ 10,000,000) 8.476                       
Total 9.067                      

Other general guarantees
Letters of patronage in the interest of subsidiaries in favour of banks
Banca Popolare Milano re Novamar International Scarl ( c/a ) 517                         
Banca Popolare Commercio and Industria re Novamar International Scarl (c/a ) 1.291                       
Cariplo re Novamar International Scarl (c/a ) 517                         
Monte dei Paschi di Siena re Novamar International Scarl (c/a ) 1.291                       
Banca Popolare di Bergamo re Novamar International Scarl (c/a ) 258                         
UNICREDIT  re Novamar International Scarl (c/a ) 500                         
Banca Popolare Sondrio re Novamar International Scarl (c/a ) 250                         
Banca Antoniana Popolare Veneta re Novamar International Scarl (c/a ) 1.291                       
CAPITALIA re Novamar International Scarl (c/a) 646                         
San Paolo IMI re Novamar International Scarl (c/a) 211                         
Total 6.772                      

(*) The letters of patronage refer to relations between the subsidiary,  Novamar International Scarl, and various banks.
As of December  31,  2005 all relations were in the course of being wound up. The operation was concluded early in
January 2006.

FINAVAL  HOLDING SPA - CONSOLIDATED FINANCIAL STATEMENTS  2005

Memorandum accounts

(In thousands of euros)


