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To the Sole Shareholder of Naturgas Suministro GLP, S.A.U. 
 

Opinion 

We have audited the annual accounts of Naturgas Suministro GLP, S.A.U. (the “Company”), which 
comprise the balance sheet at 31 December 2016, and the income statement, statement of changes 
in equity and statement of cash flows for the year then ended, and notes. 

In our opinion, the accompanying annual accounts give a true and fair view, in all material respects, of 
the equity and financial position of the Company at 31 December 2016, and of its financial performance 
and its cash flows for the year then ended in accordance with the applicable financial reporting 
framework (specified in note 2 to the accompanying annual accounts) and, in particular, with the 
accounting principles and criteria set forth therein. 

Basis for Opinion 

We conducted our audit in accordance with prevailing legislation regulating the audit of accounts in 
Spain. Our responsibilities under those standards are further described in the Auditor's Responsibilities 
for the Audit of the Annual Accounts section of our report.  

We are independent of the Company in accordance with the ethical requirements, including those 
regarding independence, that are relevant to our audit of the annual accounts in Spain pursuant to the 
legislation regulating the audit of accounts. We have not provided any non-audit services, nor have 
any situations or circumstances arisen which, under the aforementioned regulations, have affected the 
required independence such that this has been compromised. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 
for our opinion. 

Most Relevant Aspects of the Audit 

The most relevant aspects of the audit are those that, in our professional judgement, have been 
considered as the most significant risks of material misstatement in the audit of the annual accounts 
for the current period. These risks were addressed in the context of our audit of the annual accounts 
as a whole, and in forming our opinion thereon, and we do not provide a separate opinion on these 
risks.  
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Consistency of the Acquisition Price of the Property, Plant and Equipment acquired from the 
Sole Shareholder with the Fair Value    

The valuation used was performed internally by the Company using the discounted cash flow method, 
wherein the estimate requires value judgements and entails inherent uncertainty. 

As part of our audit procedures, in addition to evaluating whether the disclosures in the annual accounts 
meet the requirements of the applicable financial reporting framework, we obtained the valuation model 
used by the Company to calculate the fair value, compared the information in the model with the 
Company's business plan and budget, involved our valuation specialists in assessing the 
reasonableness of the model and its main assumptions, and tested the operating effectiveness of the 
key controls related with the valuation process. 

Other Information: Directors’ Report 

Other information solely comprises the 2016 Directors' Report, the preparation of which is the 
responsibility of the Company's Directors and which does not form an integral part of the annual 
accounts.  

Our audit opinion on the annual accounts does not encompass the directors' report. Our responsibility 
for the directors' report, in accordance with the requirements of prevailing legislation regulating the 
audit of accounts, consists of assessing and reporting on the consistency of the directors' report with 
the annual accounts, based on knowledge of the entity obtained during the audit of the aforementioned 
accounts and without including any information other than that obtained as evidence during the audit. 
It is also our responsibility to assess and report on whether the content and presentation of the 
directors' report are in accordance with applicable legislation. If, based on the work we have performed, 
we conclude that there are material misstatements, we are required to report them.  

Based on the work carried out, as described in the preceding paragraph, the information contained in 
the directors' report is consistent with that disclosed in the annual accounts for 2016 and the content 
and presentation of the report are in accordance with applicable legislation.  

Directors' Responsibility for the Annual Accounts 

The Directors are responsible for the preparation of the accompanying annual accounts in such a way 
that they give a true and fair view of the equity, financial position and financial performance of the 
Company in accordance with the financial reporting framework applicable to the entity in Spain, and 
for such internal control as they determine is necessary to enable the preparation of annual accounts 
that are free from material misstatement, whether due to fraud or error. 

In preparing the annual accounts, the Directors are responsible for assessing the Company's ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using the 
going concern basis of accounting unless the Directors either intend to liquidate the Company or to 
cease operations, or have no realistic alternative but to do so. 
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Auditor's Responsibilities for the Audit of the Annual Accounts 

Our objectives are to obtain reasonable assurance about whether the annual accounts as a whole are 
free from material misstatement, whether due to fraud or error, and to issue an auditor's report that 
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that 
an audit conducted in accordance with prevailing legislation regulating the audit of accounts in Spain 
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be expected to 
influence economic decisions of users taken on the basis of these annual accounts. 

As part of an audit in accordance with prevailing legislation regulating the audit of accounts in Spain, 
we exercise professional judgement and maintain professional scepticism throughout the audit. We 
also: 

• Identify and assess the risks of material misstatement of the annual accounts, whether due to 
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit 
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not 
detecting a material misstatement resulting from fraud is higher than for one resulting from error, 
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override 
of internal control. 
 

• Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, and not for the purpose of expressing an opinion on the 
effectiveness of the entity's internal control. 
 

• Evaluate the appropriateness of accounting policies used and the reasonableness of accounting 
estimates and related disclosures made by the Directors. 
 

• Conclude on the appropriateness of the Directors' use of the going concern basis of accounting 
and, based on the audit evidence obtained, whether a material uncertainty exists related to events 
or conditions that may cast significant doubt on the Company's ability to continue as a going 
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our 
auditor's report to the related disclosures in the annual accounts or, if such disclosures are 
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up 
to the date of our auditor's report. However, future events or conditions may cause the Company 
to cease to continue as a going concern. 
 

• Evaluate the overall presentation, structure and content of the annual accounts, including the 
disclosures, and whether the annual accounts represent the underlying transactions and events 
in a manner that achieves a true and fair view. 
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We communicate with the Directors of the Company, among other matters, the planned scope and 
timing of the audit and significant audit findings, including any significant deficiencies in internal control 
that we identify during our audit. 

From the significant risks communicated to the Company’s Directors, we determine those that were of 
most significance in the audit of the annual accounts of the current period and which are therefore the 
most significant risks.  

We describe these risks in our auditor’s report unless law or regulation precludes public disclosure 
about the matter. 

 

KPMG Auditores, S.L. 

(Signed on original in Spanish) 

 

Alberto Fernández Solar  
(on the Spanish Official Register of Auditors (“ROAC”) with No. 22472) 

24 February 2017 
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NATURGAS SUMINISTRO GLP, S.A.U. 

Balance Sheet 

31 December 2016 

(Expressed in thousands of Euros) 
 

(Free translation from the original in Spanish.  In the event of discrepancy, the Spanish-language version prevails.) 

The accompanying notes form an integral part of the annual accounts for 2016. 

 
 Assets Note 2016  
       
 Property, plant and equipment   5 55,460  
 Non-current investments in Group companies and associates 7 4,538  
 Loans to companies  4,538  

     
 Total non-current assets  59,998  

     
 Trade and other receivables   7 and 8 11,657  
 Other receivables  11,657  

     
 Total current assets  11,657  

     
 Total assets  71,655  

 
 
 
 Equity and Liabilities  Note 2016  
     
 Capital and reserves   9 9,978  
 Capital      
 Registered capital    2,000  
 Share premium  8,000  
 Loss for the period    (22)  

     
 Total equity    9,978  

     
 Group companies and associates, non-current 10 50,000  

     
 Total non-current liabilities    50,000  
     
 Group companies and associates, current   10 11,677  

     
 Total current liabilities  11,677  

     
 Total equity and liabilities  71,655  

 



NATURGAS SUMINISTRO GLP, S.A.U. 

Income Statement 
for the period from 29 November 2016 to 

31 December 2016 

(Expressed in thousands of Euros) 

(Free translation from the original in Spanish.  In the event of discrepancy, the Spanish-language version prevails.) 
 

The accompanying notes form an integral part of the annual accounts for 2016. 

 
  Note 2016  
     
 Finance costs  (30)  
 Marketable securities and other financial instruments    
 Group companies and associates 10 (30)  

     
 Net finance cost  (30)  

     
 Loss before income tax  (30)  
 Income tax 12 8  

     
 Loss for the period  (22)  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 



NATURGAS SUMINISTRO GLP, S.A.U. 

Statement of Changes in Equity 
for the period from 29 November 2016 to 

31 December 2016 

(Expressed in thousands of Euros) 

(Free translation from the original in Spanish.  In the event of discrepancy, the Spanish-language version prevails.) 
 

The accompanying notes form an integral part of the annual accounts for 2016. 

 

A) Statement of Recognised Income and Expense for the period from 29 November 2016 to 31 December 2016 
 

   2016  
    
 Loss for the period (22)  

    
 Income and expense recognised directly in equity -  
 Amounts transferred to the income statement -  

    
 Total recognised income and expense (22)  

 

B) Statement of Total Changes in Equity for the period from 29 November 2016 to 31 December 2016 

 
 

 
 

  
Subscribed 

capital 
Share 

premium 
Loss for the 
period Total 

 

       
 Transactions with shareholders or owners:      
 Incorporation of the Company 2,000 8,000 - 10,000  
 Total recognised income and expense - - (22) (22)  

       
 Balance at 31 December 2016 2,000 8,000 (22) 9,978  

 



NATURGAS SUMINISTRO GLP, S.A.U. 
 
 

Statement of Cash Flows 
for the period from 29 November 2016 to 

31 December 2016 

 
(Expressed in thousands of Euros) 

(Free translation from the original in Spanish.  In the event of discrepancy, the Spanish-language version prevails.) 
 

(Continued) 

 
  Note 2016  
       
 CASH FLOWS FROM OPERATING ACTIVITIES    
 Loss for the period before tax  (30)  

     
 Adjustments for:    
 Finance costs 10 30  
     
 Changes in operating assets and liabilities  (2)  
 Trade and other receivables 8 (11,649)  
 Other payables 10 11,647  

     
 Cash flows used in operating activities  (2)  

     
 NET CASH FLOWS FROM (USED IN) INVESTING ACTIVITIES    
 Payments for investments  (59,998)  
 Property, plant and equipment 5 (55,460)  
 Group companies and associates 7 (4,538)  

     
 Cash flows used in investing activities  (59,998)  

     
 CASH FLOWS FROM FINANCING ACTIVITIES    
 Proceeds from and payments for equity instruments 9 10,000  
 Issue of equity instruments  10,000  
 Proceeds from and payments for financial liability instruments 10 50,000  

 Issue    
 Group companies  50,000  

     
 Cash flows from financing activities  60,000  
     
 Net increase/decrease in cash and cash equivalents  -  
     
 Cash and cash equivalents at period end  -  

 
 
 
 



NATURGAS SUMINISTRO GLP, S.A.U. 

Notes to the Annual Accounts 

31 December 2016 
 
 

 

(1) Nature, Principal Activities, Regulatory Framework and Composition of the Group 

Naturgas Suministro GLP S.A.U. (hereinafter the Company) was incorporated as a corporation (sociedad 
anónima) under Spanish law on 29 November 2016. Its registered office is located at calle General Concha 
número 20, Bilbao (Vizcaya).  

The principal and statutory activity of the Company is the trade of gas through mains, and encompasses the 
following:  

a) The production, acquisition, intra-EU exchange, import and export of liquefied petroleum gas and light 
hydrocarbons derived from petroleum, natural gas and biogas; 

b) The storage, mixture, bottling and transport of liquefied petroleum gas and light hydrocarbons derived 
from petroleum, natural gas and biogas; 

c) The wholesale and retail trading and supply of liquefied petroleum gas, natural gas and biogas, either 
bottled or in bulk, including the fuelling of vehicles; 

d) The development, installation, maintenance and inspection of facilities required to conduct the foregoing 
activities, including the construction, modification, operation and closure of LPG bulk storage and 
distribution facilities, and the laying of pipelines required for its supply from these storage facilities to end 
users; 

e) The acquisition, manufacture, distribution and supply of all the machinery and equipment, including all 
manner of machinery, tools, apparatus and accessories, required to conduct these activities, and the 
rendering of services considered to be complementary or ancillary to the foregoing activities, including 
technical assistance, to consumers and users. 

During 2016 the EDP Group to which the Company belongs, whose parent is Energías de Portugal, S.A., 
with registered office in Lisbon (Portugal), undertook an internal restructuring of its operations in Spain in 
order to improve organisation and efficiency. This restructuring aims to establish a corporate structure that 
is in line with the various legal frameworks applicable to the natural gas distribution areas where the EDP 
Group operates (general regime applicable in Asturias and Cantabria and the regional regime prevailing in 
the Basque Country). Moreover, from an economic and financial perspective, the restructuring allows for 
debt to be allocated in a manner that is more in line with the reality of the EDP Group and enables the 
financial structure of the distributors to be adapted so as to better reflect the market, taking into account 
the low-risk profile of distribution activities. Moreover, following the recommendations of the Spanish 
National Markets and Competition Commission (CNMC), the EDP Group incorporated Naturgas Suministro 
GLP, S.A.U. so as to concentrate certain LPG distribution and supply assets at this company. 

The Company conducts its statutory activity under the terms and within the scope provided for in the 
Hydrocarbon Industry Law and related implementing legislation and pursuant to the legislation issued by 
the autonomous regional governments in accordance with their powers. 

Details of the basic regulatory framework applicable to the Company are as follows: 

Hydrocarbon Industry Law 34/1998 of 7 October 1998, together with the subsequent amendments thereto, 
amended the model provided for in the regulations in force prior to that date, as set out in (prevailing) Royal 
Decree 1085/1992 of 11 September 1992, approving the regulation on liquefied petroleum gas distribution 
activities.  

The Hydrocarbon Industry Law implements the main system definitions as regards the parties that 
participate therein and organises activities relating to the supply of liquefied petroleum gas (hereinafter 
LPG), distinguishing between wholesale and retail supplies. 

Subsequently, Law 8/2015 of 21 May 2015, amending Hydrocarbon Industry Law 34/1998 of 7 October 
1998 and regulating certain tax and non-tax measures relating to the exploration, investigation and 
exploitation of hydrocarbons, introduces profound changes to the general framework for these activities. 
This law explicitly defines this supply, classified within bulk supply, and stipulates that the regulations 
governing the supply of combustible gases through pipelines will be applicable to the piped supply of bulk 
LPG, to the extent that there is no implementing legislation in this regard. 
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NATURGAS SUMINISTRO GLP, S.A.U. 

Notes to the Annual Accounts 

 
 

(Continued) 

Conversely, Royal Decree 1085/1992 of 11 September 1992, approving the regulation on liquefied 
petroleum gas distribution activities, in implementation of Law 15/1992 of 5 June 1992, adopting urgent 
measures for the progressive adaptation of the oil industry to the Community framework, sets out the main 
details for the exercise of retail LPG supply activities, i.e. sales to consumers or end users. In this regard, 
the RD implements, inter alia, the requirements that must be met by entities in order to conduct these 
activities, matters relating to facilities, details of supplies, contractual arrangements and the tariff regime. 
This Royal Decree was subsequently updated by Royal Decree 197/2010 of 26 February 2010, adapting 
certain provisions relating to the hydrocarbons industry in accordance with Law 25/2009 of 22 December 
2009, amending and adapting various laws to the Law on free access to and the exercise of service 
activities, in order to bring it into line with Law 34/1998. 

a) Features of the LPG supply sector: 

Liquefied petroleum gas is understood as the fractions of light hydrocarbons derived from crude oil or natural 
gas, specifically propane and butane. 

The activities encompassed within the supply of LPG are as follows: production, acquisition, intra-EU 
exchange, import and export; storage, mixture, bottling; transport; wholesale supply; retail supply; 
installation, maintenance and revision of facilities relating to the supply of LPG. 

Amongst other means, LPG may be supplied in bulk. This in turn encompasses the distribution and/or supply 
of piped LPG, which is understood as referring to the distribution and supply of LGP through a pipeline from 
one or more tanks to more than one point of supply, from where the LGP is delivered to the customer in its 
gaseous state and consumption is individually metered. 

"Wholesale supply" is understood as referring to supplies that are not made to one consumer or end user. 

"Retail supply" is taken to mean sales to consumers or end users. 

b) Requirements and conditions for conducting retail LPG distribution activities 

Article 46 of Hydrocarbon Industry Law 34/1998 defines the concept of a retail distributor of bulk LPG. This 
article stipulates that, in order to be authorised to conduct this activity, an entity must have the required 
legal, technical and economic and financial capacity, and its facilities must meet the technical and safety 
conditions set forth in legislation. 

In the absence of any regulations implementing article 46, the second transitional provision of Law 34/1998 
has been applied, which upholds the validity of the regulations governing the matters covered in Law 
34/1998, until new regulation is issued. In this case, the prevailing legislation is the aforementioned 
regulation on LPG distribution activities (Royal Decree 1085/1992, Official State Gazette of 9 October 1992). 
Although this regulation does not consider the same figures, it is understood that retail distributors of bulk 
LPG must nevertheless meet the same requirements as those applicable to LPG suppliers. 

This legislation stipulates that, in order to conduct these activities, retail distributors must have the following: 

1. Financial capacity. 
2. Technical capacity.  
3. Contractually assured supplies.  
4. Storage facilities.  
5. Minimum level of inventories to ensure security of supply, equivalent to 30 days' of total sales, or 
the option of purchasing the LPG through a wholesale operator. 

c) Economic regime: 

With respect to the economic framework for piped LPG, the current wording of article 94 of Law 34/1998 
stipulates that the Ministry will issue the provisions necessary for establishing the sale tariffs for piped LPG 
supplied to end consumers, as well as the corresponding assignment prices for distributors of piped 
combustible gases. The difference between the two prices gives rise to the margin obtained by suppliers 
in the exercise of their activities to supply gas to end customers, comprising a fixed component for each 
consumer, and a variable, consumption-based component. 
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(Continued) 

The current economic framework stems from the Order of 31 July 1997, which defines the system of 
maximum pre-tax selling prices of liquefied petroleum gas (Official State Gazette of 1 August 1997). This 
Order has been subject to successive reviews and updates: 

• Order of 16 July 1998, updating the supply costs for the system for automatically determining maximum 
pre-tax selling prices of liquefied petroleum gas, and liberalising certain supplies. 

• Ministry of industry, Tourism and Trade Order ITC/3292/2008 of 14 November 2008 amending the system 
for automatically determining pre-tax selling prices of piped liquefied petroleum gas. 

• Ministry of Industry, Energy and Tourism Order IET/389/2015 of 5 March 2015, updating the system for 
automatically determining maximum pre-tax selling prices of bottled liquefied petroleum gas and amending 
the system for automatically determining pre-tax selling prices of piped liquefied petroleum gas. 

The maximum price of piped liquefied petroleum gas is established in the Resolution issued by the Director 
General for Energy Policy and Mining in accordance with the aforementioned legislation. These resolutions, 
which may be monthly, notably include a revision in July each year to determine the supply margin for these 
activities, for instance, in 2016, the Resolution of 11 July 2016 issued by Directorate-General for Energy 
Policy and Mining, which determined the new pre-tax selling prices of piped liquefied petroleum gas. 

(2) Basis of Presentation 

(a) True and fair view 

The annual accounts for the period from 29 November 2016 to 31 December 2016 have been prepared 
based on the accounting records of Naturgas Suministro GLP S.A.U. and in accordance with prevailing 
legislation and the Spanish General Chart of Accounts, approved by Royal Decree 1514/2007 of 16 
November 2007, and the amendments introduced by Royal Decree 602/2016 of 2 December 2016 to give 
a true and fair view of the equity and financial position at 31 December 2016 and results of operations, 
changes in equity, and cash flows for the period from 29 November 2016 to 31 December 2016. 

The directors consider that the annual accounts for 2016 authorised for issue on 20 February 2017 will be 
approved with no changes by the sole shareholder. 

(b) Comparative information 

As explained in note 1, the Company was incorporated on 29 November 2016 and, therefore, these annual 
accounts are for the period from 29 November 2016 to 31 December 2016. Since this is the Company’s 
first period of activity, the directors have not included comparative figures in the balance sheet, income 
statement, statement of changes in equity, statement of cash flows, or the notes thereto. 

(c) Functional and presentation currency 

The figures disclosed in the annual accounts are expressed in thousands of Euros, the Company’s functional 
and presentation currency. 

(d) Critical issues regarding the valuation and estimation of relevant uncertainties and judgements used when 
applying accounting principles 

Relevant accounting estimates and judgements and other estimates and assumptions have to be made 
when applying the Company’s accounting principles to prepare the annual accounts, mainly pertaining to 
the settlements for the regulated activities carried out, which are used as a basis for determining the 
revenues from these regulated activities and the useful life and recoverability of the assets. 

(i) Changes in accounting estimates 

Although estimates are calculated by the Company’s directors based on the best information available 
at 31 December 2016, future events may require changes to these estimates in subsequent years. 
Any effect on the annual accounts of adjustments to be made in subsequent years would be 
recognised prospectively. 
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(Continued) 

(3) Application of Losses 

On 20 February 2017 the directors proposed to the sole shareholder that the loss for the period ended 31 
December 2016 be carried forward as prior periods’ losses. 

(4) Significant Accounting Policies 

(a) Property, plant and equipment   

(i) Initial recognition 

Property, plant and equipment are measured at cost of acquisition. Property, plant and equipment are 
carried at cost, less any accumulated depreciation.  

(ii) Depreciation 

Property, plant and equipment are depreciated by allocating the depreciable amount of the asset on a 
systematic basis over its useful life. The depreciable amount is the cost of an asset, less its residual 
value.  

Property, plant and equipment are depreciated using the following criteria: 
 

  

 
Depreciation 

method 

Estimated 
years of 

useful life 
    

 
Technical installations and machinery (gas 

distribution network) Straight-line 12.5 

The Company reviews residual values, useful lives and depreciation methods at each financial year 
end. Changes to initially established criteria are accounted for as a change in accounting estimates. 

Increases in value resulting from revaluations permitted by law are depreciated over the remaining 
useful life of the revalued assets. 

(iii) Subsequent costs 

Subsequent to initial recognition of the asset, only the costs incurred which increase capacity or 
productivity or which lengthen the useful life of the asset are capitalised. The carrying amount of parts 
that are replaced is derecognised. Costs of day-to-day servicing are recognised in profit and loss as 
incurred. 

(iv) Impairment 

The Company measures and determines impairment valuation allowances to be recognised or 
reversed based on the criteria in note (b) impairment losses on non-financial assets subject to 
amortisation or depreciation. 

(b) Impairment of non-financial assets subject to amortisation or depreciation   

The Company evaluates whether there are indications of possible impairment losses on non-financial assets 
subject to amortisation or depreciation to verify whether the carrying amount of these assets exceeds the 
recoverable amount. The recoverable amount is the higher of the fair value less costs to sell and the value 
in use. 

An asset’s value in use is measured based on the future cash flows the Company expects to derive from 
use of the asset, expectations about possible variations in the amount or timing of those future cash flows, 
the time value of money, the price for bearing the uncertainty inherent in the asset and other factors that 
market participants would reflect in pricing the future cash flows the Company expects to derive from the 
asset. 
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(Continued) 

Impairment losses are recognised in the income statement. 

Recoverable amount is determined for each individual asset, unless the asset does not generate cash 
inflows that are largely independent of those from other assets or groups of assets. If this is the case, 
recoverable amount is determined for the cash-generating unit to which the asset belongs. 

(c) Financial instruments   

(i) Recognition 

The Company recognises financial instruments when it becomes party to the contract or legal 
transaction, in accordance with the terms set out therein. 

(ii) Classification and separation of financial instruments 

Financial instruments are classified on initial recognition as a financial asset, a financial liability or an 
equity instrument in accordance with the economic substance of the contractual arrangement and the 
definitions of a financial asset, a financial liability and an equity instrument. 

The Company classifies financial instruments into different categories based on the nature of the 
instruments and the Company's intentions on initial recognition. 

(iii) Offsetting principles  

A financial asset and a financial liability are offset only when the Company currently has the legally 
enforceable right to offset the recognised amounts and intends either to settle on a net basis or to 
realise the asset and settle the liability simultaneously. 

(iv) Loans and receivables 

Loans and receivables comprise trade and non-trade receivables with fixed or determinable payments 
that are not quoted in an active market other than those classified in other financial asset categories. 
These assets are initially recognised at fair value, including transaction costs, and are subsequently 
measured at amortised cost using the effective interest method.  

Nevertheless, financial assets which have no established interest rate, which mature or are expected 
to be received in the short term, and for which the effect of discounting is immaterial, are measured 
at their nominal amount. 

(v) Financial assets and financial liabilities carried at cost 

Investments in equity instruments whose fair value cannot be reliably measured are measured at cost 
less cumulative impairment loss. Nonetheless, if the financial assets or liabilities can subsequently be 
reliably measured on an ongoing basis, they are accounted for at fair value and any gain or loss is 
recognised in accordance with their classification. 

(vi) Interest  

Interest is recognised using the effective interest method. 

(vii) Derecognition of financial assets 

Financial assets are derecognised when the contractual rights to the cash flows from the financial 
asset expire or have been transferred and the Company has transferred substantially all the risks and 
rewards of ownership. 
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(Continued) 

viii) Impairment of financial assets 

A financial asset or a group of financial assets is impaired and impairment losses are incurred if there 
is objective evidence of impairment as a result of one or more events that occurred after the initial 
recognition of the asset and the event or events have an impact on the estimated future cash flows 
of the financial asset or group of financial assets that can be reliably estimated. 

The Company recognises impairment of loans and receivables when estimated future cash flows are 
reduced or delayed due to debtor insolvency. 

(ix) Financial liabilities 

Financial liabilities, including trade and other payables, are initially recognised at fair value less any 
transaction costs that are directly attributable to the issue of the financial liability. After initial 
recognition, liabilities classified under this category are measured at amortised cost using the effective 
interest method.  

Nevertheless, financial liabilities which have no established interest rate, which mature or are 
expected to be settled in the short term, and for which the effect of discounting is immaterial, are 
measured at their nominal amount. 

(x) Derecognition and modifications of financial liabilities 

The Company derecognises all or part of a financial liability when it either discharges the liability by 
paying the creditor, or is legally released from primary responsibility for the liability either by process 
of law or by the creditor.  

(d) Income tax   

The income tax expense or tax income for the year comprises current tax and deferred tax. 

Current tax assets or liabilities are measured at the amount expected to be paid to or recovered from the 
taxation authorities, using the tax rates and tax laws that have been enacted or substantially enacted at the 
reporting date. 

Current and deferred tax are recognised as income or an expense and included in profit or loss for the year, 
except to the extent that the tax arises from a transaction or event which is recognised, in the same or a 
different year, directly in equity, or from a business combination.  

In 2016 the Company filed consolidated tax returns with the following companies: EDP Iberia, S.L.U., EDP 
Comercializadora, S.A.U. (parent of the tax group) and Naturgas Energía Distribución S.A. In 2015, Iberia, 
S.L.U. was named EDP Gas Iberia, S.L.U. 

In addition to the factors to be considered for individual taxation, set out previously, the following factors 
are taken into account when determining the accrued income tax expense for the companies forming the 
consolidated tax group: 

- Temporary and permanent differences arising from the elimination of profits and losses on 
transactions between Group companies, derived from the process of determining consolidated 
taxable income. 

- Deductions and credits corresponding to each company forming the consolidated tax group. For 
these purposes, deductions and credits are allocated to the company that carried out the activity 
or obtained the profit necessary to obtain the right to the deduction or tax credit. 

Temporary differences arising from the elimination of profits and losses on transactions between tax group 
companies are allocated to the company which recognised the profit/loss and are valued using the tax rate 
of that company. 
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A reciprocal credit and debit arises between the companies that contribute tax losses to the consolidated 
Group and the rest of the companies that offset those losses. Where a tax loss cannot be offset by the 
other consolidated Group companies, these tax credits for loss carryforwards are recognised as deferred 
tax assets using the applicable recognition criteria, considering the tax group as a taxable entity. 

The Parent of the Group records the total consolidated income tax payable (recoverable) with a debit (credit) 
to receivables (payables) from/to Group companies and associates. 

The amount of the debt (credit) relating to the subsidiaries is recognised with a credit (debit) to payables 
(receivables) to/from Group companies and associates. 

(i) Taxable temporary differences 

Deferred tax liabilities derived from taxable temporary differences are recognised in all cases except 
where they arise from the initial recognition of goodwill or an asset or liability in a transaction that is 
not a business combination and, at the time of the transaction, affects neither accounting profit nor 
taxable income. 

(ii) Deductible temporary differences 

Deferred tax assets derived from deductible temporary differences are recognised provided that it is 
probable that sufficient taxable income will be available against which they can be utilised. 
Nonetheless, assets arising from the initial recognition of an asset or liability in a transaction that is 
not a business combination and, at the time of the transaction, affects neither accounting profit nor 
taxable income, are not recognised. 

Tax planning opportunities are only considered when assessing the recoverability of deferred tax 
assets and if the Company intends to use these opportunities or it is probable that they will be utilised. 

(iii) Measurement 

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the years 
when the asset is realised or the liability is settled, based on tax rates and tax laws that have been 
enacted or substantially enacted. The tax consequences that would follow from the manner in which 
the Company expects to recover or settle the carrying amount of its assets or liabilities are also 
reflected in the measurement of deferred tax assets and liabilities. 

(iv) Classification 

Deferred tax assets and liabilities are recognised in the balance sheet under non-current assets or 
liabilities, irrespective of the expected date of recovery or settlement. 

(e) Environmental issues   

Expenses derived from environmental activities are recognised as other operating expenses in the period 
in which they are incurred.  

Property, plant and equipment acquired by the Company for long-term use to minimise the environmental 
impact of its activity and protect and improve the environment, including the reduction and elimination of 
future pollution from the Company’s activities, are recognised as assets applying the measurement, 
presentation and disclosure criteria described in section (a) Property, plant and equipment. 

(f) Transactions between Group companies   

Transactions between Group companies are recognised at the fair value of the consideration given or 
received. The difference between this value and the amount agreed is recognised in line with the underlying 
economic substance of the transaction. 
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(5) Property, Plant and Equipment  

Details of property, plant and equipment and movement are as follows: 
 

 
Thousands of 

Euros 

2016 

Technical 
installations 

and 
machinery 

  
Cost at 29 November 2016 - 
Additions 55,460 

  
Cost at 31 December 2016 55,460 
  
Accumulated depreciation at 29 November 

2016 - 
Depreciation - 
  
Accumulated depreciation at 31 December 

2016 - 
  
Carrying amount at 31 December 2016 55,460 

(a) General 

As indicated in note 1, the EDP Group incorporated the Company in 2016 to pool certain LPG distribution 
and supply assets therein. In this regard, the Company acquired from Naturgas Energía Distribución, S.A.U., 
its sole shareholder, certain LPG distribution and supply assets, including storage tanks and deposits, 
distribution networks and gas pipelines, reading and metering equipment, the rights to supply points, use, 
access, passage and other easements, as well as the authorisations, permits and licences in the Basque 
Country. The acquisition price was determined at the market value of Euros 55.4 million, considering the 
Company's financial position, the regulatory framework applicable and future expectations, using cash flow 
discounting, as this is one of the most effective and reliable methods to estimate asset value 

In 2017 the Company will acquire LPG to supply to end customers. 

At 31 December 2016 there are no fully depreciated items of property, plant and equipment still in use. 

(b) Commitments 

At 31 December 2016 the Company has no commitments to acquire significant items of property, plant and 
equipment. 

(c) Insurance 

The Company has taken out insurance policies to cover the risk of damage to its property, plant and 
equipment. The coverage of these policies is considered sufficient. 

(6) Risk Management Policy 

(a) Financial risk factors 

The Company's activity consists of the distribution and supply of LPG in Spain, thus it is not subject to 
currency risk, country risk, exchange rate insurance, etc. Furthermore, the Company does not have any 
loans or borrowings, or financial derivatives of any kind.  
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The Company’s activities are exposed to various financial risks: credit risk, liquidity risk and cash flow 
interest rate risk. The Company’s global risk management programme focuses on uncertainty in the financial 
markets and aims to minimise potential adverse effects on the Company’s profits. 

Adaptation of the systems to the Company’s risk profile is managed individually by specifically analysing 
each of the risks and their conditioning factors and taking into consideration their nature, origin, possibility 
and probability of occurrence and the significance of their impact. Management measures (hedges, 
mitigation, opportunity, etc.) that are viable for each risk are also considered. 

Controls are based on the approval of management policies and include mechanisms to set and control 
operational limits, as well as authorisation and supervision processes, together with operational procedures. 

(i) Credit risk 

Credit risk is understood as the possibility that a third party may be unable to meet its contractual obligations 
with the Company, causing the Company to incur losses. The Company is not subject to significant credit 
risk, as all of its receivables are due from Group companies (see notes 7 and 8). 

(ii) Liquidity risk 

Adverse situations in the debt markets may hinder the procurement of the financing required by the 
Company to conduct its business activities. 

The liquidity policy adopted ensures that payment obligations are met through the arrangement of sufficient 
credit facilities, access to the credit facilities of the ultimate Parent, EDP Energías de Portugal, S.A., and the 
Company's future projected cash flows. 

(iii) Interest rate risk 

The Company's financial liabilities accrue interest at a fixed rate, thus it is only subject to interest rate risk 
in respect of the current account held with EDP Servicios Financieros España S.A., which accrues interest 
at a variable rate. No finance income was generated from 29 November 2016 to 31 December 2016. 

(7) Financial Assets by Category 

(a) Classification of financial assets by category 

The classification of financial assets by category and class is as follows: 
 
  Thousands of Euros 
  Non-current Current 

  
At amortised 
cost or cost 

Total 

At amortised 
cost or cost 

Total 

 2016 
Carrying 
amount 

Carrying 
amount 

      
 Loans and receivables     
 Loans to Group companies     
 Variable rate  4,538   4,538   -  - 
      
 Trade and other receivables  -   -   -  -  
 Other receivables  -   -   11,657  11,657  

      
 Total  4,538   4,538   11,657   11,657  

      
 Total financial assets  4,538   4,538   11,657   11,657  

The carrying amount of financial assets recognised in the balance sheet at amortised cost does not differ 
significantly from their fair value. 
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Non-current loans to Group companies at variable rates comprise the current cash pooling account held by 
the Company with EDP Servicios Financieros España, S.A. 

The Company has not recognised any net losses or gains on financial assets in 2016. 

(8) Investments and Trade Receivables 

(a) Trade and other receivables 

Details of trade and other receivables are as follows: 
 

 
Thousands of 

Euros 
 Current 

  
Group  

Other receivables 11,655 
Unrelated parties  

Other receivables 2 
  

Carrying amount at 31 December 2016 11,657 

At 31 December 2016 current trade and other receivables reflect an income tax balance of Euros 8 thousand 
receivable from the parent of the tax group, EDP Comercializadora, S.A., as a result of filing consolidated 
tax returns, and consolidated VAT of Euros 11,647 thousand receivable from the parent of the VAT tax 
group, EDP Iberia S.L.U. The remaining Euros 2 thousand comprises other receivables. 

(9) Equity 

Details of equity and movement during the year are shown in the statement of changes in equity.   

(a) Capital 

As set out in the articles of association, the Company was incorporated on 29 November 2016 with share 
capital of Euros 2,000 thousand through the issue of 200,000 ordinary registered shares of Euros 10 par 
value each, with a share premium of Euros 40 per share, totalling Euros 8,000 thousand. The issue was fully 
subscribed by the sole shareholder, Naturgas Energía Distribución, S.A.U., and paid in cash. 

At 31 December 2016, the share capital of the Company amounts to Euros 2,000 thousand and is 
represented by 200,000 registered shares, numbered consecutively, of Euros 10 par value each. 

At 31 December 2016 all of the Company's share capital is owned by Naturgas Energía Distribución, S.A.U., 
thus Naturgas Suministro GLP S.A.U. is solely owned. The Company has complied with all the requirements 
of prevailing legislation regarding solely owned companies. 

At 31 December 2016 the Company’s shareholder structure is as follows: 
 

Company Number of shares 
Percentage 
ownership  

    
Naturgas Energía Distribución, 
S.A.U.
   200,000   100%   

    
  200,000   100%   

(b) Share premium 

The share premium is freely distributable up to the limit of accumulated losses. 
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(10) Financial Liabilities by Category 

(a) Classification of financial liabilities by category 

The classification of financial liabilities by category and class is as follows: 
 

  Thousands of Euros 

   Non-current  Current 
  At amortised cost or cost 

Total 
At amortised cost or cost 

Total 
  

Carrying 
amount 

Fair value Carrying 
amount 

Fair value 

       
Debts and payables       
  Payables to Group companies 50,000 56,301 50,000 11,677 11,677 11,677 
       
Total financial liabilities 50,000 56,301 50,000 11,677 11,677 11,677 

At 31 December 2016 net losses and gains by financial liability category amount to Euros 30 thousand and 
comprise the borrowing costs of the Euros 50 million loan extended by the Group company EDP Servicios 
Financieros España S.A., which falls due in December 2021 and accrues interest at an annual rate of 
2.428%, payable every six months. 

Current payables to Group companies reflect the accrued interest not yet due on the aforementioned Euros 
30 thousand loan and the Euros 11,647 thousand of VAT payable to Naturgas Energía Distribución S.A.U. 
for the asset purchase detailed in note 5. 

(11) Average Supplier Payment Period 

As the Company was incorporated on 29 November 2016, it has not carried out any commercial transactions 
or made any payments to trade suppliers in 2016 and has no balances payable thereto. 

(12) Taxation 

At 31 December 2016 there are no balances with public entities. 

As the Company was incorporated on 29 November 2016, it only has open to inspection by the taxation 
authorities VAT for 2016.  

Tax returns must be filed within 25 calendar days after the six months subsequent to the conclusion of the 
tax period. Consequently, income tax for 2016 will not be open to inspection until 25 July 2017. 

In 2016 the Company filed consolidated income tax returns with the following companies: EDP 
Comercializadora, S.A.U. (parent of the tax group), EDP Iberia, S.L.U. and Naturgas Energía Distribución 
S.A.U. The Company holds a current account with the parent of the tax group reflecting a balance receivable 
of Euros 8 thousand for income tax.  

In 2016 the Company filed consolidated VAT returns with the following companies: EDP Iberia, S.L.U. 
(parent of the tax group), EDP Comercializadora, S.A.U. and Naturgas Energía Distribución S.A.U. The 
Company has a VAT balance receivable from the parent of the tax group amounting to Euros 11.647 
thousand. 
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(a) Income tax 

At 31 December 2016 the Company's tax loss is the same as its loss before tax. 

The Company files consolidated tax returns as indicated in note 4 (d). 

The relationship between the income tax expense (income) and accounting profit (loss) loss for the year is 
as follows: 
 

   Thousands of Euros 

    
Income 

statement Equity  Total  
      
      
 Income and expenses for the period before tax  (30) - (30) 
      
 Tax at 28%  8 - 8 
      
 Income tax expense for continuing operations  8 - 8 

The income tax expense for the year comprises current income tax. 

(13) Environmental Information 

The Company has made no investments or incurred expenses to protect or improve the environment in 
2016. 

The Company has received no environmental grants or income from activities related to the environment in 
2016. 

The directors consider that any contingencies that could arise from environmental issues, which are very 
unlikely, are sufficiently covered by their civil liability insurance policies. 
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(14) Balances and Transactions with Related Parties 

a) Related party balances 

Details of balances by category are as follows: 
 

   Thousands of Euros  

 2016  
Group 

companies Total  
      

 
Non-current investments in Group companies and 
associates (Note 7)   4,538 4,538  

 Loans to companies     
      
 Total non-current assets  4,538 4,538  
      
 Trade and other receivables     
 Other receivables (note 7)  11,655 11,655  
      
 Total current assets  11,655 11,655  
      
 Total assets  16,193 16,193  
      

 
Group companies and associates, non-current 
(note 10)  50,000 50,000  

      
 Total non-current liabilities  50,000 50,000  
      

 
Current payables to Group companies and 
associates (note 10)  11,677 11,677  

      
 Total current liabilities  11,677 11,677  
      
 Total liabilities  61,677 61,677  
 

(b) Related party transactions 

The Company’s transactions with related parties are as follows: 
 
   Thousands of Euros  

 2016  
Group 

companies Total  
      
 Group companies and associates, non-current   30 30  
 Finance costs     
      
 Total current assets  30 30  
 

The Company acquired certain LPG distribution and supply assets from Naturgas Energía Distribución, 
S.A.U., its sole shareholder, amounting to Euros 55,460 thousand, as indicated in note 5. No further 
transactions were carried out with the sole shareholder from 29 November 2016 to 31 December 2016. 

(c) Information on the Company's directors and senior management personnel 

The board is formed by three directors, all male. In 2016 the Company's directors and senior management 
personnel did not receive any remuneration, nor did they receive any loans or advances, nor did the 
Company extend any guarantees on their behalf. The Company has no pension or life insurance obligations 
with its former or current directors. 
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Senior management duties are performed by the directors. 

(d) Conflicts of interest concerning the directors  

The directors of the Company and their related parties have had no conflicts of interest requiring disclosure 
in accordance with article 229 of the Revised Spanish Companies Act. 

(15) Audit Fees 

The auditor of the annual accounts of the Company has accrued net fees totalling Euros 9,750 for audit 
services during the period ended 31 December 2016. 

This amount includes the total fees for services rendered in 2016, irrespective of the date of invoice. 

(16) Events after the Reporting Period 

No significant events have occurred since the 2016 reporting date that require disclosure in these annual 
accounts. 
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1.- Most significant events in 2016  
 
Naturgas Suministro de GLP SAU was incorporated on 29 November 2016 and at the end of December 2016 it 
acquired from Naturgas Energía Distribución, S.A.U. certain LPG distribution and supply assets located in the 
Basque Country. 
 
Losses after tax for 2016 amount to Euros 21,856.42. 
 

2.- Outlook 
 
The Company's outlook is based on the following:  
 
• Continuation of LPG activity in all scopes, maximising asset value and customer relationships. 
• Continuous improvement of quality and security of supply. Obtention of a very efficient operational system 
entailing a high level of responsibility and based on excellence in terms of operations and maintenance. 
 

3.- Research and Development 
 
The Company has not carried out any research and development activities. 
 

4.- Own shares 
 
At 31 December 2016 the Company does not hold any own shares, nor did it acquire any during the period then 
ended. 
 

5.- Events after the Reporting Period  

 
No significant events have occurred since the reporting date that would require disclosure in these annual 
accounts.  
 

6.- Risks 
 
The Company has analysed the risks and uncertainties of its activity and the board of directors deems that the 
internal procedures established sufficiently cover the risks identified. 
 

7.- Financial instruments  
 
At 31 December 2016 the Company has not arranged any financial instruments. The risk management policy is 
explained in note 6 to the accompanying annual accounts. 
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NATURGAS SUMINISTRO GLP, S.A.U. 

At their meeting held on 20 February 2017, pursuant to the requirements of article 253.2 of the Revised 
Spanish Companies Act and article 37 of the Spanish Code of Commerce, the Directors of Naturgas 
Suministro GLP, S.A.U. authorised the issue of the annual accounts and directors’ report for the period from 
29 November 2016 to 31 December 2016. The annual accounts comprise the documents that precede this 
certification. 

Signed: 
 [Signed on original in Spanish] [Signed on original in Spanish] [Signed on original in Spanish] 

 
 
 
 
 

Mr Juan Ramón Arraibi 
Dañobeitia 

Mr Luis Álvarez Arias de 
Velasco 

Mr Rui Pedro Ávila Campos 
Marqués 

      _______________________________ 
            Mr Carlos Arias 
              Chausson  
       (Non-executive secretary)  
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