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Preface

This booklet is one of a series on professional accounting in
foreign countries. The material is current as of July 1987. Changes
after this date in the standards of either the United States or Italy
may alter the comparisons detailed in this publication.

Included are descriptions of the accounting profession, auditing
standards, and accounting principles in Italy. The booklet also
presents brief descriptions of the various forms of business organi-
zations, taxes, and requirements for stock exchange listings and
securities offerings. Checklists comparing Italian auditing stand-
ards and accounting principles with those generally accepted in the
United States are appendixes to the text.

This booklet is not intended to be a comprehensive discussion of
auditing standards and accounting principles in Italy but is
designed instead to focus primarily on differences from those of
the United States.

John Graves

Director
Technical Information Division
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1

The Accounting

REQUIREMENTS FOR ENTRY INTO THE PROFESSION

Domestic Functions and Licensing Requirements

1. Two types of professional accountants are recognized in
Italy: the Dottore Commercialista (doctor of commerce) and the
Ragioniere Collegiato (accountant and commercial expert). The
activities of these two groups, which are governed by two separate
laws enacted in 1953, are basically quite similar, the main differ-
ences relating to the educational and professional background of
their members. (See paragraphs 12 through 14 for a discussion of
the differences.)

2. The entire framework of business regulation in Italy is currently
undergoing profound and rapid change. Traditionally accounts
in Italy were prepared for tax purposes only, and formal auditing
and accounting standards were unknown. There are still fewer
than two hundred publicly listed companies on the Milan Stock
Exchange (the largest stock exchange in Italy), and there has been
little pressure from shareholder groups to improve auditing and
reporting standards. Although both types of limited companies—
the Societa per Azioni, or S.p.A. (corporation), and the Societa a
responsabilita limitata, or S.r.l. (limited-liability company) with capi-
tal in excess of 100 million lire—have to appoint a Collegio Sindacale
(board of statutory auditors), the work of the statutory auditors is
little more than a formality.

3. Toimprove public confidence in corporate reporting, and to
stimulate investment, a new stock exchange regulatory authority,

1



2 The Accounting Profession in Italy

the Commissione Nazionale per le Societa e la Borsa, or Consob,
was established in 1974. Auditing requirements for listed compa-
nies, introduced by legislation that was enacted in 1975, became
effective in 1982. These requirements were extended by subse-
quent legislation to other kinds of companies and certain state-
owned enterprises. For insurance companies, a new supervisory
authority similar to Consob, the Istituto per la Vigilanza sulle
Assicurazioni Private e di Interesse Collettivo, or ISVAP, was estab-
lished by a 1982 law that became effective in 1983.

4. Consob has recommended a number of new financial reporting
and auditing standards issued by the profession, including the
requirement for presenting consolidated accounts. Under the pres-
ent Consob rules, audits can be performed by approximately thirty
approved audit firms whose quality control and independence are
monitored on a regular basis. One of the conditions for an audit
firm to be included on the Consob list is that the majority of its
partners or directors must be either Dottori Commercialisti or
Ragionieri Collegiati with at least five years of audit experience.
(Alternatively, they may qualify by passing a special Consob exami-
nation.) A Consob audit must comply with standards comparable
to those recognized internationally. The auditor reports that the
financial statements examined conform to the requirements of
Italian commercial law and are in accordance with accepted account-
ing principles.

5. The Consob-approved audit firms established an association
known as Assirevi to represent their interests and to improve pro-
fessional standards.

6. New audit requirements are expected when the Fourth Direc-
tive of the European Economic Community (EEC) is adopted.
There is no indication at present whether audits under these new
requirements will continue to be limited to the Consob-approved
audit firms or whether individual auditors will be recognized.

Foreign Reciprocity

7. Accountants from foreign countries that grant reciprocal
treatment to Italian accountants may have their foreign degrees or
diplomas recognized as being equivalent to Italian credentials.
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Auditing qualifications and audit experience acquired in such coun-
tries may also be recognized as equivalent in Italy.

ROLESAND RES RD-SETTING BODIES

Professional Standards Promulgated by Each Body

8. In 1976 the Ordine Nazionale dei Dottori Commercialisti
established two national commissions to develop proposed account-
ing and auditing standards for financial statement presentation
and audits thereof. The Collegio dei Ragionieri e Periti Commerciali,
which had initially formed its own commission, decided in 1983 to
join in the Dottori Commercialisti’s efforts. The standard-setting
procedure initially proposed by these commissions was later modified,
particularly with respect to accounting standards, to gain more
general acceptance. In 1982, Consob decided to enforce the auditing
standards issued by the Ordine Nazionale dei Dottori Commercialisti
and recommended that the commissions’ proposed accounting
standards be observed (with some exceptions, still under study,
relating to audit reports and financial statement presentation).

9. The accounting standards are intended to complement the
basic principles set forth in the Italian Civil Code. At present,
however, they derive their validity not from the law but from
general acceptance, as evidenced by the recognition of Consob, the
accounting profession, Assirevi, and other institutions. The auditing
standards have been enforced as law under the terms provided by a
Consob pronouncement of 1982; they are legally binding on the
auditing firms, and are recognized as such by Assirevi.

Ethics Requirements

10. The rules of association of the Ordine Nazionale dei Dottori
Commercialisti and of the Collegio Nazionale dei Ragionieri include
some specific ethics requirements relating to the exercise of the
profession of Dottore Commercialista or Ragioniere Collegiato.
These requirements have to do with the auditor’s independence
and professional competence.

11. Auditing Standard No. 1 of the Consiglio Nazionale dei
Dottori Commercialisti, General Concepts Relative to Auditing Stand-
ards, specifies the following ethics requirements for the auditor:
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Competence as a condition for acceptance of the auditor’s work
Exercise of due professional care in the conduct of the audit
Integrity

Independence

PROFESSIONAL PUBLIC ACCOUNTING ORGANIZATIONS

R

Requirements for Membership

12. Under current law, the practice of public accounting is
limited to the professions of Dottore Commercialista and Ragioniere
Collegiato. Little distinction is made between the professional activi-
ties of the Dottore Commercialista and the Ragioniere Collegiato:
both can participate in the administration of business enterprises,
appraisals, surveys, liquidation proceedings, administrative inspec-
tions, accounting verifications and audits, tax advice, and represen-
tation of clients before the tax authorities.

13. The designation Ragioniere Collegiato may be obtained through
admission to membership in the Collegio dei Ragionieri e Periti
Commerciali by graduates of a five-year business secondary school
who pass a national examination dealing with the provisions and
procedures of the Civil Code and with tax and accounting prob-
lems. Two years’ practical experience in the office of a Ragioniere
Collegiato or a Dottore Commercialista in public practice is required
for admission to the state examination.

14. The designation Dottore Commercialista may be obtained
through admission to membership in the Ordine dei Dottori
Commercialisti by graduates of a four-year university course lead-
ing to the degree of Dottore in Scienze Economiche e Commerciali
(doctor of economic and commercial science) who have also passed
a special state examination that may be taken immediately after
obtaining the university degree. There is no requirement for prac-
tical experience.

15. The designation Revisore Ufficiale dei Conti (official auditor)
may also be obtained by registration in the Ruolo dei Revisori
Ufficiali dei Conti (official register of auditors). Such registration
can be obtained by any person of Italian nationality who has served
for at least five years as an active statutory auditor, as a director, as
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an administrative or accounting officer, or in a similar capacity in a
business enterprise with a capital stock of not less than 50 million
lire. This experience requirement is reduced to three years or four
years, respectively, for a Dottore Commercialista or a Ragioniere
Collegiato of at least five years’ standing. It is not necessary that the
registrant have had professional experience in examining and
reporting on financial statements, as is required, for example, in
the United States and the United Kingdom.

16. As noted earlier, the present law requires that, in order for
an audit firm to be included on the Consob list, a majority of its
partners and directors must be Dottori Commercialisti or Ragionieri
Collegiati with at least five years of audit experience (or, alternatively,
to have passed the special Consob examination).

Rights of Membership

17. Rights deriving from membership in the Ordine Nazionhale
dei Dottori Commercialisti or in the Collegio Nazionale dei Ragionieri
consist mainly of the right to vote in the elections of these groups’
national and local representative bodies (Consiglio Nazionale dei
Dottori Commercialisti, and Collegio Nazionale dei Ragionieri)
and to participate in the professional activities of the organizations.

Number of Members

18. Members of the profession of Dottore Commercialista in
Italy currently total around 3,500. Members of the profession of
Ragioniere Collegiato total approximately 18,500.

CPE Requirements

19. There are no specific requirements regarding continuing
professional education (CPE) under the rules of association of
either the Ordine Nazionale dei Dottori Commercialisti or the
Collegio Nazionale dei Ragionieri, although both organizations
frequently conduct educational programs for their members.
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Auditing

Requirem

ents

STATUTORY AUDITING AND REPORTING REQUIREMENTS

Purpose of the Statutory Audit

20. Any corporation whose liabilities are limited by shares (Soczeta
per Azioni, or S.p.A.) must have a board of auditors (Collegio Sindacale),
commonly referred to as “the statutory auditors,” to monitor its
management and to perform certain verification procedures on its
annual financial statements. These include procedures designed to
ensure that the financial statements are in compliance with the Civil
Code. The board consists of three or five active members (“sindaci”)
plus two substitute members and is appointed by the shareholders
for a three-year term. However, board members can be elected for
additional terms. Any limited-liability partnership (Societd a
responsabilita limitata, or S.r.l.) must also appoint a board of audi-
tors when the partnership capital exceeds 100 million lire. The
purpose of the board of auditors is to help safeguard the interests
of shareholders and creditors.

21. The statutory auditors must be individuals (as opposed to
firms or other entities), and they are required to do the following:
a. Review the management of the business
b. Determine that the provisions of the Italian laws and the compa-

ny’s articles of association are being observed
¢. Determine that the company’s books and accounts are in order
d. Determine that the company’s annual financial statements agree
with its books and other records and that they have been pre-
pared in conformity with the relevant provisions of the Civil
Code and other governing legislation
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22. No standard form of audit report is required by the Civil
Code. The Code merely provides that the statutory auditors must
identify, and provide justification for, any deviations from recog-
nized accounting principles. In addition, the statutory auditors are
specifically required to report on the following matters:

¢ The basis of valuation of shares and bonds
¢ The method used to account for prepaid and deferred expenses
® Accrued liabilities and deferred expenses

* The amounts of any provisions for depreciation, depletion, or
amortization set aside in any asset category

23.  The statutory auditors are personally liable for the accu-
racy and truthfulness of their statements and, with the directors,
are jointly liable for the directors’ actions or omissions whenever it
can be shown that aloss could have been avoided if the auditors had
performed their duties properly.

24. The official register of auditing companies (Albo delle Societa
di Revisione), along with the requirement that listed companies be
audited by one of these companies, was established to increase
investors’ confidence in companies listed on the Italian stock exchanges
and thereby contribute to the development of a larger and more
active market for Italian companies’ shares. The audit performed
by such a registered audit firm does not substitute, however, for the
examination performed by the board of statutory auditors, even
though some procedures are the same.

25. Subsequent to the requirement for listed companies to have
their annual financial statements audited, legislation was intro-
duced for other types of organizations, especially companies whose
activities are vested with a public interest. For such companies, the
audit requirement was to provide an attest function on the reliabil-
ity of the financial information.

Entities That Are Required to Be Audited
26. The entities currently required to be audited by one of the
firms listed on the official register are as follows:

a. Companies traded on any of the ten Italian stock exchanges

b. Companies controlled directly or indirectly by the Ministry of
State Investments
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¢. Insurance companies underwriting risks other than death
Companies taking advantage of certain export schemes

Publishing companies with annual revenues of more than 10
million lire or employing more than five journalists

Certain municipal enterprises and utilities
Certain types of banks
Mutual funds

&

o
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Appointment and Qualifications of Auditors

27. Only those audit firms included in the official register of
auditing companies are entitled to perform audits. Inclusion in the
register is determined by Consob.

28. Appointment of auditors is by a board of directors’ resolu-
tion proposing that shareholders appoint the audit firm; the share-
holders have the final choice. The appointment is for a three-year
term and is renewable for a maximum of two additional terms.

29. For companies listed on the stock exchanges and for all
publishing companies, the selection of an audit firm from the
official register is subject to ratification by Consob after the board
of directors’ resolution but prior to the shareholders’ appointment.
In reaching its decision, Consob examines the audit proposal sub-
mitted by the audit firm, including audit time, experience, levels of
personnel assigned, and estimated fees.

Auditing and Reporting Responsibilities

30. The auditor’s responsibility is to report on the annual financial
statements prepared by the directors for submission at the annual
shareholders’ meeting. The auditor’s report must be available at
the company’s registered office fifteen days before the sharehold-
ers’ meeting. '

31. Inaddition to reporting on the annual financial statements,
the auditor must record in the audit book (“libro della revisione”)
the principal audit procedures performed and the findings and
conclusions. In this book, which is available for inspection by tax
and judicial authorities, by the company’s board of directors, and
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by its board of statutory auditors (but not by its shareholders), the
auditor records the major auditing procedures performed, the
opinion given on the financial statements under examination, and,
eventually, any irregularities or illegal acts noted during the course
of the examination.

32. Theaudit firm does not have any direct responsibility to the
tax authorities, whereas the chairman of the board of statutory
auditors is required to countersign the company’s tax return.

33. The report of the registered audit firm must explain the
procedures and test checks carried out, and must certify that the
balance sheet and the profit and loss statement agree with the
company’s books, have been prepared in the prescribed form, and
fairly reflect the operations of the business in conformity with
recognized accounting principles. If the audit firm deems itself not
to be in a position to provide such certification, it must explain the
reasons therefor in its report and inform Consob immediately.

34. The audit firm is required to be independent of the com-
pany it audits. Its personnel must carry out all work that they
consider necessary to enable them to fulfill their duties as auditors;
they may not accept any restrictions relating to such work.

35. There is no legal or governmental requirement for private
(that is, unlisted) companies to be examined by independent auditors.

Filing of Reports

36. The auditor’s report on the official annual financial state-
ments is addressed to the stockholders and is presented at the
annual general meeting. As mentioned above, the report must be
available fifteen days before the shareholders’ meeting.

37. 1If the company has a controlling interest in any subsidiar-
ies, it is required to prepare consolidated financial statements, and
an additional auditor’s report must be issued on the consolidated
statements. However, such consolidated statements may be pre-
pared tip to six months after the date of approval of the official
financial statements.
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SUMMARY OF SIGNIFICANT AUDITING STANDARDS AND
COMPARISON WITH U.S. GENERALLY ACCEPTED AUDITING
STANDARDS (GAAS)

Standards Issued

38. In 1981, Assirevi resolved to approve and adopt all the
. existing auditing standards established by the Dottori Commercialisti.
To date, out of eighteen established auditing standards, seventeen
have been approved by Assirevi. Auditing Standard No. 18, The
Auditor’s Opinion, has not been formally approved by Assirevi since,
as soon as it was issued, Consob issued its own recommendation for
the auditor’s report, which contains language that is significantly
different from the language recommended by the Dottori Com-
mercialisti. Consob has also approved (with the exception of No.
18) the auditing standards established by the Dottori Commercialisti.
(See appendix A for a list of auditing standards.)

39. In addition, standards on the following subjects are being
developed by the profession:
a. Irregularities and illegal acts
b. Related-party transactions
¢. Auditing standards for banks and insurance companies
d. Auditing standards for investment companies

40. From time to time, Assirevi issues recommendations to its
members to promote uniformity among accounting firms with
regard to auditing practices that are not covered by a standard
issued by the profession.

41. There are no significant differences between Italian and
_U.S. auditing standards and procedures. (See appendix D for a
summary comparison of U.S. and Italian auditing standards.)

General Standards

42. In general, Italian standards are similar to U.S. standards.
Briefly, they are as follows:
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a. The auditor is required to have and maintain, through constant
training, an adequate level of competence.

b. Due professional care is to be exercised when performing an
audit.

¢. The auditor must be independent in both fact and appearance.

d. No auditor may engage in advertising of any kind.

e. Auditors must maintain good relations and cooperate with one
another. (An auditor may use another auditor’s services.)

f- Services provided are to be adequately compensated.

43. As far as the auditor’s responsibility is concerned, the stand-
ard provides that the auditor is legally and professionally liable
only when he or she fails to apply, or incorrectly applies, the
required auditing standards. The auditor cannot be considered
responsible for failure to detect fraud or illegal acts if the audit
procedures appropriate in the circumstances have been competently
performed.

44. With regard to independence, the law sets forth stringent
rules and concludes by requiring that the auditor keep himself or
herself at all times in such a position as never to impair his or her
independence in relation to the company.

Standards of Fieldwork

45. There are no significant differences between Italian stand-
ards of fieldwork and U.S. standards, that is—

a. The audit is to be adequately planned.

b. The auditor must study and evaluate the internal control sys-
tem. Should the auditor decide to rely on the company’s internal
controls, the nature and extent of the auditing procedures are to
be determined accordingly.

¢. The auditor must examine sufficient competent evidential mat-
ter to substantiate his or her professional opinion.

-d. Sampling plans must provide assurance that the samples drawn
are representative of the entire universe tested.

Standards of Reporting

46. As noted earlier, Auditing Standard No. 18 has not been
accepted by Consob and has not been approved by Assirevi. Auditing
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Standard No. 18 states that, as recommended by Accounting Prin-
ciple No. 2, Form and Presentation of Financial Statements for Manufac-
turing and Sales Companies, the financial statements of an Italian
company are intended to comprise the following items:

a. Statutory balance sheet

b. Statutory income statement

¢. Reclassified balance sheet (in order of liquidity)

d. Reclassified income statement (in a form similar to that used in
the United States)

e. Statement of changes in financial position

f- Statement of changes in equity accounts

g- Notes to the financial statements

47. Both Consob and Assirevi have agreed that a set of financial
statements should include the above items. In 1983, however, in
issuing its recommendation on the language of the auditor’s réport,
Consob drastically changed the format proposed by the profession, -
making it much more legalistic in form (see appendix C). The
auditor’s report called for by Consob consists of four main para-
graphs, as follows.

a. The first paragraph deals with the identification of the financial
statements on which the audit firm is reporting and with the
formal engagement to perform such an examination.

b. The second paragraph includes what in the United States is
called the scope paragraph, and also mentions—

® The source of the accounting principles used.

® The parts of the directors’ report that are necessary for a
clear understanding of the financial statements. (In the United
States such information is provided in notes to the financial
statements.)

* Any other information with which the accountant is directly
associated or in connection with which the accountant wants
to limit his or her responsibility.

® Reference to the previous year’s report, if any. (Contrary to
common practice in the United States, the officially pre-
scribed auditor’s report in Italy does not require reporting
on comparative statements, although such reporting is
recommended.)
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¢. The third paragraph is used for comments on any significant
matters relating to the financial statements under examination
that the auditor believes should be brought to the reader’s
attention. The third paragraph is also used to identify any
deviations from generally accepted accounting principles that
do not materially impair the clarity and fairness of the financial
statements. Any uncertainties and any instances of the use of
accounting methods in accordance with the tax rules (instead of
generally accepted accounting principles) to secure tax benefits
that would not otherwise be available are also pointed out in this
paragraph.

d. The fourth and final paragraph is the opinion paragraph, in
which the auditor attests that (1) the financial statements agree
with the transactions recorded in the accounting records and
with the results of the auditing procedures performed; (2) the
statements conform to the Civil Code’s requirements for the
presentation and content of financial statements; and (3) the
accounting principles used to record the business transactions
are correct. As opposed to U.S. practice, the consistency stand-
ard is implied but not written, unless an inconsistency is noted.

48. The auditor’s report must be signed individually by the
partners in the audit firm who are responsible for the engagement.
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Accounting Principles
and Practices
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SOURCES OF ACCOUNTING PRINCIPLES

49. The Civil Code prescribes the contents of the financial
statements and the basic principles for valuing assets and liabilities.
In addition, rules of valuation are frequently enforced through tax
regulations. Detailed accounting principles derive from a series of
statements issued in recent years by the accounting profession. (See
appendix B for a list of accounting principles.) The Civil Code,
which is complemented by these statements of accounting princi-
ples, refers to the fundamental principles of consistent application
of accounting policies, prudence, the accrual concept, and histori-
cal cost as the basic valuation criteria.

50. Special rules are in force for certain enterprises, such as
insurance companies, banks, investment funds, publishing compa-
nies, and utilities.

FORM AND CONTENT OF FINANCIAL STATEMENTS

Presentation of Statements

51. The Civil Code requires that a balance sheet and a state-
ment of revenues and costs be prepared. The balance sheet follows
the traditional form, with assets on the left side and liabilities on the
right side, whereas the statement of revenues and costs shows
revenues on the left side and costs on the right side. (See appendix

15
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C for illustrative examples.) The offsetting of accounts is not per-
mitted. For example, the gross book value of fixed assets is shown
on the left side of the balance sheet and accumulated depreciation
on the right side.

52. The Dottori Commercialisti pronouncements provide more
specific guidance, calling for—

a. A reclassified balance sheet that classifies assets and liabilities as
current versus long-term, shows the working capital and equity
position of the company, and nets contra asset accounts, such as
accumulated depreciation and allowance for doubtful accounts,
against the related assets. (This information is not readily deter-
mined from the statutory financial statements.)

b. A reclassified income statement that shows gross profit, operat-
ing income, pre-tax income, and extraordinary items. (This
information, too, is not readily identifiable in the statutory financial
statement.)

¢. A statement of shareholders’ equity.
d. A statement of changes in financial position.

53. The above-described additional financial information can-
not yet be considered to be generally accepted. In fact, small and
medium-sized Italian companies frequently file only the financial
statements specifically called for by the Civil Code.

54. The directors of a company are required to submit a direc-
tors’ report and the financial statements (audited by the statutory
auditors and, if required, by an independent accounting firm) to
the shareholders for their approval at the annual general meeting,
which in normal circumstances takes place within four months
after the company’s year-end date. Such statements must then be
filed with the courts and with the tax authorities. For a listed
company, the directors must publish an interim (semiannual)
unaudited report on the activities of the company within three
months after the applicable six-month period.

55. The annual directors’ report presents the directors’ views
on the company’s operations. The following matters are to be
disclosed in the directors’ report:

a. Principal activities and discussion of the business of the com-
pany (and subsidiaries) during the year
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b. Importantevents that occurred after the year end and affect the
company :

¢. Accounting principles followed, and any changes from the account-
ing principles followed in the previous year

d. Analyses of and comments on variations in the asset and liability

accounts as compared with the previous year

Information on personnel matters

Interest expense on short- and long-term borrowing

Intangible assets capitalized during the year (such as research

and development, advertising, and start-up costs)

Major transactions with the parent company or subsidiaries

i. Guarantees granted and obtained

Information on long-term debts

Contingent assets and liabilities

Recommended dividend distribution

o Th

&

~ x>

56. If special reasons make it necessary to depart from the
bases of valuation prescribed by the Civil Code, the directors and
the board of statutory auditors are required to state such reasons
and tojustify each individual case when reporting to the sharehold-
ers on the accounts. :

57. All companies, except S.r.l’s with a capitalization of less
than 100 million lire, are required by the Civil Code to appoint a
board of statutory auditors. The statutory auditors must issue their
report on the financial statements presented for approval by the
shareholders at least fifteen days before the annual shareholders’
meeting.

58. Inaddition, certain entities (for example, listed companies,
insurance companies, state-owned companies, firms, and invest-
ment publishing companies) are required to appoint an independ-
ent accounting firm, which also must issue an audit report at least
fifteen days before the financial statements are approved by the
shareholders.

Types of Statements Prepared

59. A listed company with subsidiaries may be required by
Consob to publish, in addition to the parent company’s financial
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statements, consolidated financial statements within six months
after its year-end date. Although the current rules do not call for
audited consolidated financial statements, it is nonetheless com-
mon practice to have them audited by an independent accounting
firm. It is also becoming common practice for unlisted companies
to publish consolidated statements.

60. The Civil Code prescribes that, in the case of a group, the
financial statements of the parent company must include, as an
attachment, a copy of the latest approved financial statements of its
subsidiaries, as well as condensed information on companies in
which a minority interest is held.

61. Asnoted earlier, special rules, calling for different forms of
financial statements, apply to companies in certain industries.

62. The Civil Code, as revised in 1974, prescribes standard
formats for the balance sheet and the profit and loss statement.
The balance sheet follows the traditional form, with assets on the
left side and liabilities on the right side. The Civil Code requires
that items be classified under the following headings.

Assels*

e Stock subscriptions owed by shareholders

* Land and buildings

* Machinery and equipment

¢ Furniture and fixtures

Patents and copyrights

Trademarks and goodwill

Inventories of raw materials and merchandise
Cash on hand

Cash in banks

Bonds

Marketable securities

Long-term investments

Treasury stock

*Although not mentioned in this classification, prepaid and deferred expenses are
usually shown separately, with an appropriate description. The Civil Code recog-
nizes the principle of allocating certain costs over a period of more than one year.
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Accounts receivable from customers

Accounts receivable from affiliated companies
Other receivables

Memorandum accounts (per contra)

Liabilities

Capital stock

Statutory (legal) reserve

Other reserves

Accumulated depreciation and amortization
Accrued severance indemnities

Liabilities for which collateral or other security has been given
Trade accounts payable

Amounts owing to bankers and other lenders
Amounts owing to affiliated companies
Bonds issued

Other liabilities

Memorandum account (per contra)

63. The offsetting of accounts in the balance sheet is not per-
mitted. Notes to the financial statements, such as disclosures of
liabilities and material lease commitments, are rarely included.

64. Asrevised in 1974, the Civil Code prescribes that the profit
and loss statement include all revenues and expenses of the period,
classified as follows.

Revenues

Sales and services by category

Property investment income

Dividends from subsidiaries and affiliated companies
Dividends from other investments

Interest income on fixed-income securities

Interest income on bank accounts

Interest income on receivables from subsidiaries and affiliated
companies

Interest income on accounts receivable
Interest income on other receivables
Gains from disposal of assets
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Additions to plant, equipment, and other assets by internal
construction

Other income, revenues, and gains

Closing inventory of raw materials, work in process, and
finished products

Expenses

Opening inventory of raw materials, work in process, and
finished products

Purchases of raw materials, work in process, and finished
products

Labor and social-contribution costs

Costs of services received

Income and other taxes, showing separately those relating to
prior years

Interest charges on bonds

Interest expense on accounts payable to subsidiaries and
affiliated companies

Interest expense on bank accounts

Interest expense on other payables

Discounts and other financial charges

Depreciation provision in each fixed-asset category
Provision for employee severance payments, pensions, etc.

Provision for devaluation of marketable securities and other
assets ‘

Provision for bad debts

Losses on devaluation of assets

Other expenses and losses

65. The offsetting of accounts in the profitand loss statement is
prohibited. There is no requirement in the Civil Code to provide a
statement of changes in financial position.

66. The Civil Code contains no requirement to prepare consoli-
dated statements, but it requires that annual accounts include a
supporting schedule listing any holdings in subsidiaries or associated
companies and disclosing the nominal and carrying values of each
such holding. A subsidiary is defined as any entity in which a
majority of the voting rights is owned; an associated company is
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defined as any company in which 10 percent of the shares is owned.
A complete set of the most recent annual accounts of each subsidi-
ary company must be attached to the parent company’s own accounts.
Key financial information, including turnover and results for the
period, must also be given for each associated company.

67. Although the Civil Code does not require consolidated
financial statements, Consob has required them from virtually all
listed companies since 1982. Prompted by Consob’s action, the
accounting profession has given a high priority to the development
of standards for the preparation of consolidated statements. A
standard on consolidation has been issued but not yet officially
approved.

SUMMARY OF SIGNIFICANT ITALIAN ACCOUNTING
PRINCIPLES AND COMPARISON WITH U.S. GENERALLY
ACCEPTED ACCOUNTING PRINCIPLES (GAAP)

Accrual Basis

68. The accrual basis of accounting is the only acceptable basis
for financial statements prepared in accordance with the Civil
Code.

Consolidation

69. The concept of consolidation is not mentioned in the Civil
Code, and as a result it is not common for consolidated accounts to
be prepared by unlisted companies in Italy. Instead, the separate
accounts of majority-owned subsidiaries are commonly attached to
those of the parent company. For other associated companies that
are at least 20 percent owned, only certain basic data, such as sales,
total assets, and net income, are disclosed.

70. A recently enacted law provides for Consob, at its discre-
tion, to require companies listed on the stock exchange to present
consolidated financial statements. Consob has already imposed this
requirement on all listed companies. The state-owned enterprises
have also followed Consob’s recommendations and are now present-
ing consolidated statements.
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Deferred Tax Accounting

71. Asa general rule, expenses deductible for tax purposes in
Italy must be reflected in a company’s financial statements. For
example, for a company to be able to take advantage of accelerated
depreciation for tax purposes, accelerated depreciation must be
used for financial reporting purposes. Certain expenses, however,
are subject to maximum allowable percentages that may be differ-
ent from amounts recorded in the financial statements under the
tax rules. In connection with doubtful accounts, for example, the
Civil Code requires that receivables be stated at net realizable value,
thus requiring estimation of an appropriate provision for doubtful
accounts, whereas the tax laws permit only a certain percentage of
total receivables to be tax-deductible in any given year. Similarly,
repair and maintenance expenses are tax-deductible in any given
year only up to a maximum of 5 percent of total fixed assets.

72. Deferred tax accounting for such book/tax timing differ-
ences is not prescribed by the Civil Code and is not generally
practiced by privately owned companies.

73. By virtue of their endorsement of the international account-
ing standards, the Dottori Commercialisti have implied that the
practice of deferred tax accounting should be followed. It should
be noted, however, that under the existing tax laws, book/tax tim-
ing differences generally result in prepaid taxes. Italian companies
are reluctant to record such deferred tax debits.

Revenue and Expense Recognition

74. Under the Civil Code, as a general rule, revenues are to be
recognized only when their realization is at least reasonably certain
and objectively measurable, whereas expenses are to be accounted
for when they are expected to be incurred. In the past, observance
of this rule has caused problems, since expenses are deductible for
tax purposes only when they are incurred. However, business
practices are gradually leading toward a revision of the tax laws in
this regard. )

75. The pronouncements of the Dottori Commercialisti clearly
indicate that the tax rules are not an acceptable alternative to
recognized accounting principles in the preparation of financial
. statements.
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Noncurrent Assets

76. Fixed assets must be depreciated on a systematic basis,
according to their residual estimated useful lives. The method used
to depreciate fixed assets may be determined in accordance with
the specific circumstances, but in practice the straight-line method
is by far the most commonly used. Intangible assets are recognized
as such only when a cost has actually been incurred to acquire them
and a future benefit is expected. Amortization generally is pro-
vided on a straight-line basis over a period of five years. The Civil
Code provides that certain intangible assets can be amortized over
a longer period.

Inventory

77. Under the Civil Code, inventories must be valued using the
lower-of-cost-or-market method. The LIFO method of determin-
ing inventory cost, which is the method required for tax purposes,
generally is used for financial statement purposes.

78. The Dottori Commercialisti have provided definitions of
the various types of costs that can be capitalized in inventories and
the methods acceptable for their valuation. Generally speaking, all
costs that contribute, directly or indirectly, to the physical forma-
tion of the inventory may be capitalized, whereas selling, adminis-
trative, and financial expenses may not.

Long-Term Contracts

79. The accounting for contracts whose execution requires
more than one year is not dealt with by the Civil Code. Most
commonly, the percentage-of-completion method is used, although
the completed-contract method is an acceptable alternative. A pro-
nouncement on this subject from the Dottori Commercialisti is
pending. Losses on long-term contracts normally are recognized as
soon as they are known.

Investments

80. Investments generally are carried at cost. Because of tax
regulations that take equity adjustments into taxable income, equity
accounting is not generally practiced in Italy except when the
investee has incurred operating losses. The effect of applying the
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equity method is disclosed, however, in the notes to the financial
statements or in the directors’ report.

Foreign Currency Translation

81. The Civil Code does not specifically deal with accounting
for exchange gains and losses on foreign currency transactions.
The predominant practice is to use the current rate if translation
results in a loss and the historical rate if translation results in a gain.
It should be noted that, for tax purposes, unrealized exchange
losses are not deductible but recorded exchange gains are taxable.

82. With respect to the translation of foreign subsidiaries’ finan-
cial statgments, the balance sheet and income statement generally
are translated at year-end exchange rates. Translation adjustments
are included as part of shareholders’ equity.

N

Leasing

83. The existing legislation does not prescribe any accounting
treatment for leases, either for lessors or for lessees. The current
practice is to use the operating method for all long-term leases.

84. Although the finance method of accounting is not pres-
ently used by lessors in Italy, many companies disclose the effect of
its application in notes to the financial statements or in the direc-
tors’ report.

Acquisitions and Mergers

85. The only accounting method allowed by Italian law for
acquisitions and mergers is the purchase method.

Goodwill

86. Italian companies may record goodwill only if it has been
purchased as part of a business acquisition. Goodwill is capitalized
and amortized over its estimated useful economic life. In practice,
goodwill is the difference between the purchase price and the value
of identifiable assets as agreed by the parties. Fair value accounting
is not required for assets obtained in an acquisition.
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Income Taxes

87. Loss carrybacks are not permitted by law, while losses are
allowed to be carried forward and offset against income (for pur-
poses of the national income tax only) for five years. Loss carryforward
benefits are not segregated as extraordinary items when realized,
and neither their availability nor their expiration date is ordinarily
disclosed in Italian financial statements.

Accounting Changes

88. All accounting changes are handled on a prospective basis.
The effects of such changes must be disclosed in the financial
statements. No retroactive adjustments are permitted. Corrections
of errors are charged or credited to income in the year of recognition.

Inflation Accounting

89. There is no requirement that Italian companies submit
information on the effects of inflation.

Other Matiters

90. A number of accounting practices observed in the United
States do not have a corresponding practice in Italy.* The most
important of these follow. ’
¢ Interim financial reporting (not commonly practiced in Italy)
¢ Financial reporting for segments of a business enterprise
¢ Accounting by debtors and creditors for troubled-debt restructuring
® Prior-period adjustments
® Accounting for forward exchange contracts
Financial reporting and changing prices
Pensions (no consideration is ordinarily given to discounted
schemes)

*Appendix E contains a summary comparison of U.S. and Italian accounting
principles.
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FORMS OF BUSINESS ORGANIZATION

Entities With Corporate Attributes
Comparison With U.S. Entities

91. The Italian form of business organization that most closely
resembles a U.S. corporation is the joint stock company, or Societa
per Azioni (S.p.A.). This type of corporate entity must have a mini-
mum capital of 200 million lire and, in order to maintain its limited-
liability status, more than one shareholder. The capital may be in
kind, in which case it is subject to various valuation and appraisal
procedures. Should the capital stock be greater than 10 billion lire,
its issuance is subject to approval by the Treasury Department.

92. Other types of Italian entities with corporate attributes
are—

a. The Societa in accomandita per Azioni, or S.a.p.A., which is a
special form of partnership whose general partners are share-
holders and directors and are liable for the partnership’s obliga-
tions jointly and severally. This type of business organization is
not as commonly encountered as it once was.

b. The Societa a responsabilita limitata, or S.r.l., which is similar to a
limited-liability partnership in which the liability to third parties
is limited to the extent of the company’s assets. The capital
cannot be represented by shares but may be divided into quotas
or parts. The required minimum capital is 20 million lire.

93. AnS.p.A.orS.rl. must hold a general meeting at least once
a year. In addition, a shareholders’ meeting must be held when

27
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amendments are to be made to the entity’s bylaws or when direc-
tors and auditors are to be elected.

94. Shareholders of an S.p.A. or an S.r.l. are liable only to the
extent of their capital contributions, except that, should there be
only one shareholder at any time, such shareholder is liable, with-
out limitation, for all obligations of the company arising during the
period in which he or she is the sole shareholder.

95. Promoters, on the other hand, are liable jointly and sever-
ally to third parties, principally for—

a. The complete subscription of the company’s capital and the
payments required for the formation of the company.

b. The physical or ascertained existence of all contributions in

kind.

¢. Any misstatements of information disclosed to the public in
connection with the formation of the company.

The promoters have no recourse against the subscribers of shares if
the company is not formed.

96. The company’s management may be entrusted to a single
director or to a board of directors. Directors have an obligation to
perform the duties set forth in the company’s bylaws, as well as
those in Italian company law, and may be held liable for damages
deriving from failure to perform such duties. In addition, direc-
tors are liable jointly and severally should they fail to supervise the
general conduct of the company’s affairs or if, being aware of
prejudicial acts, they did not try to prevent their occurrence or to
eliminate or mitigate their harmful consequences. Directors are
also liable to the company’s creditors for failure to perform their
duties relating to the preservation of the company’s assets.

97. The Civil Code provides that corporations must have a
board of auditors to supervise the management of the company, to
verify the regular keeping of the company’s accounts and their
compliance with the provisions of the law, and, in general, to
safeguard the interests of the shareholders. Statutory auditors are
liable, along with the directors, for the latter’s conduct when injury
to third parties would not have occurred had the statutory auditors
properly fulfilled their duties.
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98. An amount equal to 5 percent of the company’s (S.p.A. or
S.r.1.) after-tax profit each year must be placed in a statutory
reserve until such reserve equals 20 percent of the company’s
paid-in capital.

Branch of a Foreign Company

99. Foreign companies with one or more branches permanently
established in Italy are subject to the provisions of Italian law
regarding the filing and registration of the company’s governing
statutes, submission of the company’s financial statements to the
courts as though the branch were a separate legal entity, publica-
tion of the names of persons representing the branch on a perma-
nent basis in Italy, and so forth. Although considered an independent
entity for the fulfillment of certain tax and other official require-
ments, the branch is not in fact a legal entity in itself, so that foreign
corporations establishing branches in Italy are liable for the acts
and obligations of such branches.

Partnership Entities

100. There are several types of partnership entities in Italy that
closely resemble U.S. partnerships. The two principal partnership
entities are— ‘ ‘

a. The Societa in nome collettivo (S.n.c.), a general partnership in
which all partners are liable without limit for the partnership’s
obligations.

b. The Societa in accomandita semplice (S.a.s), a partnership in which
there exist general partners who are liable without limit and
limited or silent partners whose liability is restricted to the
amount of their contribution to the firm’s capital. Should the
silent partners take active roles in the management of the part-
nership’s business, their liability becomes unlimited.

Other Forms of Business Organization

Sole Proprietorship

101. The Italian form of sole proprietorship is similar to its
counterpart in the United States.
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Family Enterprise

102. Aspecial type of business organization is the recently estab-
lished “family enterprise,” which may be formed through a nota-
rized agreement made by members of a family participating in a
business activity and in the sharing of the profits therefrom in
accordance with an understanding reached among them. Impor-
tant business decisions, including the decision to dissolve the enter-
prise, require a majority vote of the participating family members.

Other

103. Other common types of business enterprise include coop-
eratives and mutual insurance companies, which may have either
unlimited or limited liability.

REQUIREMENTS FOR PUBLIC SALES OF SECURITIES AND
REQUIREMENTS FOR LISTING SECURITIES ON STOCK
EXCHANGES

Registration Requirements for Public Sale

104. An offer to sell or underwrite new securities (shares or
bonds) must be communicated to the Italian securities regulatory
agency, Consob, indicating the quantities and characteristics of the
securities offered. All public offerings must be accompanied by a
prospectus, including a description of the company (for example,
history, capital stock, board of directors, and statutory auditors), its
financial statements, trends of the business, and other information.
Within twenty days of the date of application, Consob may request
other data necessary to provide a complete picture of the offering
to the public.

Requirements for Listing Securities on Major Stock Exchanges

105. There are ten Italian cities with stock exchanges: Bologna,
Florence, Genoa, Milan, Naples, Palermo, Rome, Trieste, Turin,
and Venice. The requirements for listing securities on the ten
exchanges are essentially the same. The most important requirements,
which are in accordance with EEC Directive 79/279, follow.
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a. For the company*—

b.

C.

* Net equity is to be at least 10 billion lire for banks and at least
50 billion lire for insurance companies.

¢ The applying company must show profitable financial
statements for the past three years.

¢ The financial statements of the last financial year must have
been audited by a qualified accounting firm.

For its shares—

® Shares must be freely transferable.

¢ At least 25 percent of the shares must be distributed to the
public. (Very few exceptions to this rule are permitted.)

For its bonds—

¢ The minimum amount of a bond issue is 10 billion lire, and at
least 25 percent of the bonds must be distributed to the public.

106. The publication of a prospectus with the same contents as

described in paragraph 104 for the public sale of securities is
required before share or bond issues are negotiated.

107. Public companies must furnish Consob with, or notify it of,

the following:

a.

b.
c.
d. Areporton business trends of the first six months, with particular

®

Annual financial statements
Proposals for changes in the company’s bylaws
Shareholders’ meetings

attention to production, sales, and services

Interim dividends ‘

Investments of over 2 percent in public companies or over 10
percent in nonpublic companies

Any investments in the company or in other companies of the
same group by its directors, statutory auditors, or managing
directors

Any other data requested

*In certain unusual cases, Consob may accept for listing a company with a net
equity less than the required amount or with profitable results for less than three
years, or it may permit the audit report for the last financial year to cover the
balance sheet only.
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TAXES

Principal Types

108. The present Italian system of income taxation has been in
effect since January 1, 1974. It should be noted that the tax rules
are undergoing revision; it is expected that new rules will be in
force starting in 1988.

109. Income taxes are levied on a national basis on individuals
(IRPEF) and business entities of all kinds (IRPEG), as well as on a
local basis (ILOR).

110. IRPEF islevied progressively at rates that increase with the
taxpayer’s level of income and that range from 18 percent to 62
percent. IRPEG is levied at a rate of 36 percent on business income
from all sources. ILOR is a local income tax levied on certain
individuals and business entities at a rate of 16.2 percent. ILOR is
deductible from IRPEF or IRPEG taxable income, resulting in an
effective income tax rate of 46.37 percent for companies.

111. Income tax is withheld, at fixed rates, from most payments
of interest, dividends, and royalties, and such withholdings usually
represent a final tax for individuals, whereas they are considered
payments on account of income taxes for companies.

112. Income taxes apply to both resident companies, which are
subject to tax on their worldwide income, and nonresident companies,
which are subject to tax only on Italian-source income (that is,
income deemed to have been produced in Italy).

113. The foreign tax credit granted under Italian law and the
various treaties to which Italy is a party minimize the incidence of
double taxation on foreign companies.

114. Dividends paid to resident companies, as defined by law,
are subject to a withholding tax of 10 percent. Resident shareholders
enjoy a tax credit for the IRPEG tax paid by the company that
distributes the dividends, thus eliminating double taxation. Dividends
paid to nonresident companies or individuals are subject to a final
withholding tax of 32.4 percent unless existing tax treaties provide
otherwise. '
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115. A recentlaw provides for an equalization tax of 15 percent
on distributions of profits earned by a company through December
31, 1982. On distributions of income earned after that date, the
equalization tax rate is 56.25 percent of the distributed amount in
excess of 64 percent of the company’s taxable income.

116. The Italian government offers investors in certain areas
(principally the south of Italy, or the Mezzogiorno) several incentives,
including tax holidays, cash grants, long-term loans at low interest
rates, and reduced social insurance contributions. With respect to
income taxes, the most common incentives are (a) exemption from
national income tax for ten years from the date of the company’s
formation and (b) total exemption from the local income tax (ILOR)
for ten years, beginning with the first year in which business income
is produced.

117. Value-added tax (IVA) is levied at various rates, the most
common of which is 18 percent. Other taxes are as follows:

e Local tax on the increase in value of immovables (INVIM)
® Registration tax

¢ Stamp duty

e Estate and gift tax

® Manufacturing tax on items such as spirits, petroleum products,
and beer

Social insurance contributions

Tax Returns

118. Income taxes are assessed and collected through tax offices
located in each major municipality. The value-added tax and the
registration tax are assessed and collected by different tax agents,
who operate independently of the income tax authorities.

119. For income tax purposes, companies must file their tax
return not later than one month after issuing their annual financial
statements (usually four to six months after the end of their financial
year). A set of financial statements must be included with the
company’s annual income tax return.

120. Advance payments of national and local income taxes (IRPEG
and ILOR), to the extent of 92 percent of the tax paid in the
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preceding year, are due in November of each year, with the balance
payable at the time the tax return is filed.

121. The statute of limitations is five years unless a return has
not been filed, in which case it is six years.

122, Tax assessments issued by the appropriate authorities may
be subject to four levels of tax jurisdiction before settlement. It is
obvious, in these circumstances, that the final settlement of tax
liabilities in Italy is not quickly achieved. Tax losses may be carried
forward for five years for national income tax purposes only. No
carryback of losses is allowed.

123. Tax returns are prepared using forms that are issued
every year by the Ministry of Finance. The following documents
are to be filed with the annual tax return:

a. A copy of the report of the board of directors’ meeting, with the
directors’ recommendations to the shareholders to approve the
financial statements as prepared by them

b. A copy of the minutes of the shareholders’ meeting approving
the financial statements

¢. A copy of the company’s financial statements

d. A copy of the report of the board of statutory auditors on the
company’s financial statements

e. Supporting documentation relating to advance payments of
national and local income taxes and to taxes withheld from
dividends received

124. For tax purposes, taxable income is determined on the
basis of the results shown in the official financial statements modified
to reflect specific tax rules. The taxpayer is free to furnish analyses
and detailed schedules supporting the amounts in the financial
statements. It should be noted that, historically, companies in Italy
have embodied in their financial statements certain of the require-
ments of the tax rules to avoid differences between pre-tax income
of the year and taxable income, since Italian tax laws generally
require that tax returns be based on a company’s financial account-
ing records. Thus, costs and expenses not included in the compa-
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ny’s financial statements are not allowed as deductions for tax
purposes.

125. The main tax rules governing the preparation of tax
returns may be summarized as follows:

a. Costs and expenses are to be accounted for on the accrual basis.

b. Inventory is to be valued at cost by the LIFO method. (Interest
charges and nonmanufacturing overhead are excluded.)

¢. Interest paid on loans entered into for the purchase or construction
of plant assets must be capitalized through the tax period prior
to that in which such assets are used or could be used in the
business.

d. Depreciation is to be computed using the straight-line method,
at rates not exceeding those approved by the Ministry of Finance.

e. Accelerated depreciation, at the rate of 15 percent for the first
three years from the date of acquisition or construction, is also
allowed. In any given year, depreciation rates must not be less
than 50 percent of the maximum allowable rates.

f- Intangible assets may be amortized at a maximum rate of 20
percent per annum.

g- Research and development costs may be expensed entirely or
deferred at the rate of 20 percent to 50 percent from the year in
which the cost is incurred.

h. Advertising expenses are fully deductible in the year in which
such expenses are incurred.

i. Taxesother than national income tax generally are fully deductible.

7. Repairs and maintenance costs are deductible to the extent of 5
percent of the total balance of depreciable assets at the beginning
of the year. Any excess is deductible in equal amounts in the
next five tax periods.

k. Exchange losses are deductible only when realized. However,
exchange gains, if recorded, are taxable even though not yet
realized.

l. Capital gains realized from the sale or disposal of business assets
are taxed at ordinary rates.

m. Intergroup transactions must be on an arm’s-length basis.
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OTHER MATTERS OF IMPORTANCE

New Issues of Stock or Mergers of Publicly Traded Companies

126. When a publicly traded company issues new capital stock,
or when a public company is merged into another public company
or acquires a new subsidiary, Consob imposes the following require-
ments: (a) The auditors must report on the fair value of the shares
exchanged in a merger transaction and on the fair value of the
issue price for new capital shares; (b) the directors of the company
must prepare a report discussing the major features of the transac-
tion; and (¢) the auditors are required to evaluate the fairness of the
appraised values attributed to the assets in establishing the price of
the shares issued. Both the directors’ and auditors’ reports must be
made available upon request to the shareholders.

Legal Audits

127. For audits performed in accordance with the law, the
related documentation must be included in a special register, the
Register of the Audit Process. The required documentation includes
a detailed description of the audit procedures followed in examin-
ing the financial statements of the company, the results of the
examination (including any errors or irregularities found), and a
copy of the entire auditor’s report.



APPENDIX A

Italian Auditing Standards

Of the eighteen auditing standards issued to date by the profession in
Italy, seventeen have been officially approved by Consob. The eighteen
standards, translated from the Italian, are listed below.

.1
.2
.3
. 3.1
. 3.2

General Concepts Relative to Auditing Standards
Ethics Rules

General Standards

Internal Control

Internal Control in the EDP Environment
Supporting Documentation

Auditing Procedures for the Examination of Financial Statements:
Introduction and Accounting Records

Inventories

Accounts Recetvable

Cash and Bank Accounts

Property, Plant and Equipment and Related Depreciation
Intangible Assets and Amortization

Marketable Securities and Long-Term Investments
Accounts Payable

Accrued Liabilities

Liability Reserves

Equity Accounts

Memo Accounts (Contingent Liabilities and Commitments)
Auditing Procedures Relative to the Income Statement
The Auditor’s Opinion
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APPENDIX B

Accounting Statements Issued by
the Accounting Profession in Italy

Statement No. Title

0
1
2

2 bis

(o e R

Presentation and Introduction
Financial Statement Objectives and Underlying Assumptions

Form and Presentation of Financial Statements for Manufac-
turing and Sales Companies

Integration of Number 2
Inventories

Fixed Assets

Bank Deposits and Overdrafis
Recetvables

. Current Liabilities

Consolidated Financial Statements; Investments
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APPENDIX C

lllustrative Auditors’ Report
and Financial Statements

The following financial statements are taken from the 1984/1985 annual report of
Perugina S.p.A. The statements presented are not intended to include all informa-
tion that Italian law requires.

AUDIT REPORT AS REQUIRED BY ART. 4 OF D.P.R. NO. 136
DATED MARCH 31, 1975*

To the Shareholders of
Perugina S.p.A.

1.

In order to fulfill the appointment assigned to us in accordance with
Art. 2 of D.P.R. No. 1386, 1975, we have examined the balance sheet at
June 30, 1985 and the profit and loss account for the year then ended,
of Perugina S.p.A., which include the Directors’ Report and those
supplementary schedules required by Par. 4 of Art. 2424 of the Civil
Code.

Our examination has been made in accordance with the auditing
standards stated in the “Principi di Revisione” (from No. 1 to No. 17)
approved by the “Consigli Nazionali dei Dottori Commercialisti e dei
Ragionieri,” performing those auditing procedures on the account-
ing records and on the valuation of the Company’s assets that we
considered necessary to fulfill our appointment. These procedures
have involved our professional judgment on both the application of
the accounting principles with which business transactions have been
reflected in the accounting records and stated in the financial state-
ments, and on the nature and extent of our audit tests of the account-
ing records and of all other documents and information in order to be
in a position to issue, with due care and sufficient documentation, the
requested opinion on the financial statements taken as a whole. In
designing our tests we have considered the degree of reliance which
could be placed on internal accounting controls and the subsequent

*Translated from the Italian.
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valuation of the risk that the financial statements, taken as a whole,
might be affected by errors, irregularities or illegal acts. The account-
ing principles to which we have referred in order to express our
opinion on the financial statements of the Company are those issued
by the “Consigli Nazionali dei Dottori Commercialisti e dei Ragionieri,”
and, for the ones not yet existing, those issued by the International
Accounting Standards Committee (I.A.S.C.).

Our examination has also included the Directors’ Report in its
entirety. However, considering the extent of coverage of this report,
our opinion is only relevant to the data and that information neces-
sary for the clarity and the precision of the financial statements,
described in this particular case in the parts concerning the notes to
the financial statements.

The examination of the supplementary schedules required as an
appendix to the financial statements by Art. 2424 of the Civil Code
was carried out only as far as was necessary to enable an opinion to be
expressed on the financial statements of the Company, and thus such
an opinion is not applicable to the supplementary schedules.

The final statements at June 30, 1984 are included for compara-
tives and were examined by us in the past. The opinion concerning
those statements was issued on October 9, 1984.

As indicated in the notes included in the Directors’ Report, the Com-
pany has material, commercial and financial transactions with its
parent company and other Group companies.

As described in Note 9 included in the Directors’ Report, the
indirect investment in two wholly owned companies is shown in the
financial statements of their parent company, Perugina Corporation
of America, at a value which is approximately US $7.7 million greater
than the value that would have been obtained had the equity method
been applied. Therefore the holding of Perugina S.p.A. in Perugina
Corporation of America is also overstated by about Lit. 11,203
million in comparison with the value of the net equity of that subsidi-
ary. This amount represents the excess cost paid by Perugina Corpo-
ration of America to Buitoni S.p.A. at the moment of acquisition. The
price for this purchase was established by an agreement between the
companies of the same Group which took into consideration the
values indicated by an independent appraisal.

As described in Note 2, in the course of the 1984/85 financial year, the
Company altered the method used to determine costs related to
internal construction and the accounting treatment of research and
development expenditure and of financial charges incurred for the
purchases of new assets, this in order to conform to the controlling
Group’s policies. Consequently, the net profit for the year is lower
than it would have been using the method of calculation and account-
ing principles adopted in previous years, by about Lit. 1,870 million.
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3c. The time required for the preparation of consolidated financial state-
ments has prevented the Company from preparing these in time for
presentation to the Meeting of Shareholders; nevertheless, consoli-
dated financial statements are being prepared at the time of this
report and will be completed within the terms envisaged. According
to the accounting principles of which in the preceding paragraph 2,
we consider that, in case of companies which have significant control-
ling shareholdings, supplementation of the financial statements for
the year with the consolidated statements for the Group is necessary
for an adequate presentation of the financial position and of the profit
and loss situation, as well as of changes in the financial position of the
Company and of the Group.

Since in the light of a restrictive interpretation of the principle of
clarity and precision of which in Art. 2423 of the Civil Code, which for
the moment predominates, the presentation of consolidated financial
statements for the Group to supplement those of the Group Parent
Company is not required, we have not considered that the omission
mentioned above is not in itself such as to preclude the issuance of an
opinion in accordance with Art. 4 of D.P.R. No. 136 dated March 31,
1975.

On page 6 of the Directors’ Report, the difference between the
value shown for shareholdings in subsidiaries and other Group com-
panies and the value which would have been obtained using the
equity method is shown.

4. Taking into account whatever mentioned heretofor as an integral
part of our opinion, in accordance with D.P.R. No. 136 dated March
31, 1975, we certify that the balance sheet and the profit and loss
account of Perugina S.p.A. for the year ended June 30, 1985 which
include the Directors’ Report as indicated in paragraph 2, are in
agreement with the accounting records and conform to the results of
audit procedures performed and to the legal requirements for bal-
ance sheet and profit and loss account presentation and that the
underlying transactions are recorded in the above records, on the
basis of correct accounting principles.

ARTHUR YOUNG & COMPANY

David Dell’Ariccia Mauro Castelli
(Partners)

Rome, October 2, 1985
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BALANCE SHEETS
As at June 30, 1985 and 1984

ASSETS

Property, plant and equipment
Land and buildings
Plant and machinery
Equipment
Office furniture and equipment
Vehicles
Construction in progress

Goodwill
Trademarks
Deferred charges

Inventories
Raw materials
Work in process and finished
goods

Cash
Investments
Marketable securities

Receivables

Trade

Parent company—notes account

Parent company—current
account

Group companies—trade
account

Others

Prepaid expenses
Total assets

Memo accounts
Directors’ guarantee deposits
Employees’ guarantees
Guarantee deposits

198411985
(Lire)
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198311984
(Lire)

22,175,707,014
60,000,205,816
6,350,771,963
127,804,020
4,476,000
8,762,691,172

21,148,479,014
53,719,172,942
4,778,384,963
81,667,620
4,476,000
10,003,044,287

97,421,655,985
6,792,265,333
270,935,520
4,418,623,357

17,009,368,269
38,240,258,000

89,735,224,826
7,791,966,000
406,406,340
4,792,123,999

14,219,169,266
28,277,417,000

55,249,626,269

53,800,461
13,415,693,065
50,000,001,465

23,230,998,137
6,993,698,636

6,915,493,270

7,658,888,778
6,375,544,291

42,496,586,266
17,917,105
13,136,533,600

14,503,696,383
9,127,668,946

69,812,690,505

9,478,510,785
12,412,822,678

51,174,623,112
1,885,217,277

115,335,389,297

280,632,441,844

1,687,395,384
275,349,542,817

2,000,000
1,187,944,178
35,000,000

1,800,000
1,292,561,252
35,000,000

1,224,944,178

1,329,361,252

(Continued on next page.)
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BALANCE SHEETS (cont.)

LIABILITIES

Capital stock
Ordinary shares
Savings shares

Other equity accounts
Legal reserve
Distributable reserve
Reserve ex lege 19/3/83 No. 72
Capital in excess of par value
Undistributed earnings
VAT special deduction

Accumulated depreciation
Buildings
Plant and machinery
Equipment

Office furniture and equipment .

Vehicles

Allowance for doubtful accounts
Income taxes payable

Accrued employees’ leaving
indemnities

Current portion of long-term
debt from parent company

Current portion of outside
long-term debt

Long-term debt from parent
company

Long-term debt
Debenture bonds 15%

Long-term notes payable

VAT =value-added tax.

198411985
(Lire)

198311984
(Lire)

51,000,000,000
17,000,000,000

51,000,000,000
17,000,000,000

68,000,000,000

10,044,031,704
4,692,680,053
5,432,291,000
6,438,169,755
81,556,721
191,251,813

68,000,000,000

9,487,750,799
4,663,342,855
5,432,291,000
6,438,169,755
81,556,721
188,251,813

26,879,981,046

2,072,742,307
23,198,148,566
3,406,761,355

26,291,362,943

1,491,732,949
16,068,703,154
2,194,661,026

45,120,399 31,613,047
3,159,666 2,366,466
28,725,932,293  19,789,076,642
1,288,135,646 860,000,023

7,828,000,000
25,247,240,799
1,520,646,558
22,000,000,000

6,080,105,334

25,500,000,000
1,829,017,934

10,061,000,000
23,062,405,761

1,277,809,270

7,600,751,892
22,000,000,000
25,500,000,000
1,644,284,542
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Payables
Banks
Trade
Group companies—
trade account
Others

Accrued liabilities
Net income for the year to date

Total liabilities

Memo accounts
Directors for guarantee
deposits
Banks for employees’
guarantees
Third parties for guarantee
deposits

1984/1985
(Lire)

198311984
(Lire)

22,562,538,043

1,615,504,583
31,001,442,329

5,014,390,388
24,802,223,217

9,394,428,663
13,166,724,985

55,179,484,955
5,337,433,917
5,216,463,362

52,377,767,253
5,759,466,388
11,125,618,103

280,632,441,844

275,349,542,817

2,000,000
1,187,944,178
35,000,000

1,800,000
1,292,561,252
35,000,000

1,224,944,178

1,329,361,252
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STATEMENTS OF PROFIT AND LOSS ACCOUNTS

Years Ended June 30, 1985 and 1984

INCOME

Revenues
Sales of products
Sales of by-products and scrap
Sales of materials
Services

Total revenues net of discounts

Interest from trade receivables

Interest from other receivables

Interest from parent company—
current account

Interest from marketable
securities

Gain on sale of fixed assets

Gain on investments

Other income

Other income related to prior
years

Exchange gain

Internal construction

Ending inventories of raw
materials, work in process
and finished goods

Total
EXPENSES

Beginning inventories of raw
materials, work in process
and finished goods

Purchases of raw materials, work
in process and finished goods

198411985
(Lire)

1983/1984
(Lire)

255,344,603,384

240,342,129,593

708,356,436 550,124,375
554,563,808 814,062,165
3,422,902,589 1,080,042,826
260,030,426,217 242,786,358,959
1,597,972,764 1,331,916,340
311,503 5,132,283

7,093,046,766

464,000,000
1,900,000
279,159,465
2,145,073,082

414,051,845

1,334,373,940
9,952,745,259

55,249,626,269

6,683,415,856

15,334,000
1,298,725,630
908,601,306

503,967,263
14,395,343,032

42,496,586,266

338,562,687,110

310,425,380,935

42,496,586,266
125,926,216,974

43,222,522,648
99,499,872,387
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Labor and related social
contributions

Manufacturing overhead, selling
and general expenses

Income taxes

Interest on long-term debt from
parent company

Interest on long-term debt
(outside)

Interest on convertible bonds

Interest on other payables

Discounts and other financial
charges

Exchange loss

Other costs and expenses

Depreciation and amortization
Buildings

Plant and machinery
Equipment

Office furniture and equipment
Vehicles

Deferred charges

Goodwill

Trademarks

Provision for employees’ leaving
indemnity

Provision for doubtful receivables

Other expenses related to prior
years

Loss on investments

Loss on sale of fixed assets

Net income

Total

198411985
(Lire)

198311984
(Lire)

61,468,734,658

65,922,780,167
4,882,000,000

1,577,716,104
4,567,400,375
3,825,000,000

702,347,400

1,718,396,410
158,315,361

55,374,461,171

62,648,654,115
10,061,000,000

1,756,205,979
1,870,717,550
3,825,000,000

915,784,266

1,575,555,209
328,218,210

245,440,028 2,333,522
581,009,358 534,060,806
7,198,738,412 6,148,843,790
1,212,100,329 862,596,866
13,507,352 9,776,474
6,223,200 793,200
2,5693,013,352 1,601,814,655
999,700,667 999,700,667
135,470,820 135,476,940
12,739,763,490  10,293,063,398
5,850,113,358 4,633,580,773
700,014,759 683,368,500
536,220,648 429,920,304
— 1,961,216,400
29,177,750 218,288,400

5,216,463,362

11,125,618,103

338,562,687,110

310,425,380,935
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STATEMENTS OF CHANGES IN SHAREHOLDERS’ EQUITY
Years Ended June 30, 1985 and 1984

Balance as at June 30, 1983

Utilization of net income
for the year 1982/83
as approved by the
Shareholders’
Meeting of
November 30, 1983

VAT special deduction

Net income for the year
1982/83

Balance as at June 30, 1984

Utilization of net income
for the year 1983/84
as approved by the
Shareholders’
Meeting of
November 8, 1984

VAT special deduction

Net income for the year
1984/85

Balance as at June 30, 1985

Total )
Shareholders’ Capital Legal Distributable
Equity Stock Reserve Reserve
(Lit.) (Lit.) (Lit.) (Lit.)
100,263,117,201  68,000,000,000  8,933,000,000 4,663,077,666

(6,120,000,000) — 554,750,799 265,189
148,245,742 — — —
11,125,618,103 — — —
105,416,981,046 68,000,000,000  9,487,750,799 4,663,342,855
(10,540,000,000) — 556,280,905 . 29,337,198
3,000,000 — — —
5,216,463,362 — — —
100,096,444,408 68,000,000,000 10,044,031,704 4,692,680,053
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Capital in Undis- VAT Reserve
Excess of tributed Special ex Lege Interim Net
Par Value Earnings Deductions 19/3/83 n. 72 Dividend Income
(Lit.) (Lit.) (Lit.) (Lit.) (Lit.) (Lit.)
6,438,169,755 81,556,721 40,006,071  5,432,291,000  (4,420,000,000) 11,095,015,988
— — — — 4,420,000,000 (11,095,015,988)
— — 148,245,742 — — —
— — — — — 11,125,618,103
6,438,169,755 81,556,721 188,251,813  5,432,291,000 — 11,125,618,103
— — — — — (11,125,618,103)
— — 3,000,000 — — —
— — — — — 5,216,463,362
6,438,169,755 81,556,721 191,251,813  5,432,291,000 — 5,216,463,362




50 The Accounting Profession in Italy

RECLASSIFIED BALANCE SHEETS
As at June 30, 1985 and 1984

1984/1985 1983/1984
(Lire) (Lire)
ASSETS
Current assets
Cash 53,800,461 17,917,105
Receivables

Trade (less allowance for
doubtful accounts of Lit.
1,288,135,646 and Lit.
860,000,023 as at June 30,
1985 and 1984, respectively)

Parent company—notes
account

Parent company—current
account

Group companies—trade
account

Others

21,942,862,491
6,993,698,636
6,915,493,270

7,658,888,778
6,375,544,291

13,643,696,360
9,127,668,946
69,812,690,505

9,478,510,785
12,412,822,678

Marketable securities

Inventories
Raw materials
Work in process and finished
goods

49,886,487,466
50,000,001,465

17,009,368,269

38,240,258,000

114,475,389,274
14,219,169,266
28,277,417,000

Prepaid expenses

55,249,626,269
1,835,217,277

42,496,586,266
1,637,395,384

Total current assets

157,025,132,938

158,627,288,029

Property, plant and equipment

Less accumulated depreciation
net property, plant and
equipment

97,421,655,985

89,735,224,826

(28,725,932,293) (19,789,076,642)

Goodwill
Investments

Trademarks

68,695,723,692
6,792,265,333
13,415,693,065
270,935,520

69,946,148,184
7,791,966,000
13,136,533,600
406,406,340



Appendix C—lllustrative Auditors’ Report and Financial Statements 51

Deferred charges

Total assets

. Memo accounts

LIABILITIES AND
SHAREHOLDERS’ EQUITY

Current liabilities
Banks

Payables
Trade
Group companies
Others

Income taxes payable
Accrued liabilities

Current portion of long-term
notes payable

Current portion of outside
long-term debt

Current portion of long-term
debt from parent company

Debenture bonds (current
portion)

Total current liabilities
Long-term debt

Long-term debt from parent
company

Long-term notes payable
Long-term debt
Debenture bonds

Accrued employees’ leaving
indemnities

Total liabilities

1984/1985
(Lire)

198311984
(Lire)

4,418,623,357

4,792,123,999

250,618,373,905

254,700,466,152

1,224,944,178

1,329,361,252

5,014,390,388

22,562,538,043  24,802,223,217
1,615,504,583 9,394,428,663
20,209,420,329  13,166,724,985
44,387,462,955  47,363,376,865
7,828,000,000  10,061,000,000
5,337,433,917 5,759,466,388
505,435,163 224,905,028

22,000,000,000
1,520,646,558

103,800,000

1,277,809,270

81,682,778,593

69,700,947,939

6,080,105,334
1,323,582,771
10,792,022,000
25,396,200,000

25,247,240,799

22,000,000,000

7,600,751,892
1,419,379,514

25,500,000,000

23,062,405,761

150,521,929,497

149,283,485,106

(Continued on next page.)
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RECLASSIFIED BALANCE SHEETS (cont.)

198411985 1983/1984
(Lire) (Lire)
Shareholders’ equity

Capital stock 68,000,000,000  68,000,000,000
Legal reserve 10,044,031,704 9,487,750,799
Distributable reserve 4,692,680,053 4,663,342,855
Reserve ex lege 19.3.83 No. 72 5,432,291,000 5,432,291,000
Capital in excess of par value 6,438,169,755 6,438,169,755
Undistributed earnings 81,556,721 81,556,721
VAT special deduction 191,251,813 188,251,813
Net income for the year to date 5,216,463,362 11,125,618,103
Total shareholders’ equity 100,096,444,408 105,416,981,046

Total liabilities and shareholders’
equity 250,618,373,905 254,700,466,152

Memo accounts 1,224,944,178

1,329,361,252




Appendix C—lllustrative Auditors’ Report and Financial Statements 53

RECLASSIFIED PROFIT AND LOSS ACCOUNTS

Years ended June 30, 1985 and 1984

Net sales

Adjustments to carrying value
of investments

Costs and expenses

Cost of sales (excluding
depreciation)

General and administrative
expenses

Selling expenses

Research and development

Depreciation and amortization

Operating income

Other income (expenses)
Interest income
Interest expense
Other income
Other expenses

Income before taxes
Income taxes

Net income

198411985 198311984
(Lire) (Lire)

260,030,426,217 242,786,358,959

279,159,465 (1,961,216,400)

171,993,610,578 151,717,963,296

21,577,279,100  19,933,000,000
42,414,184,976  38,251,000,000

1,177,000,000 320,000,000
12,739,763,490  10,293,063,398

249,901,838,144 220,515,026,694

10,407,747,538  20,310,115,865

9,155,331,033 8,020,464,479
(12,390,860,289)  (8,891,830,004)
3,895,398,867 2,726,628,199
(969,153,787) (978,760,436)

(309,284,176) 876,502,238

10,098,463,362  21,186,618,103
4,882,000,000 10,061,000,000

5,216,463,362  11,125,618,103
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STATEMENTS OF CHANGES IN FINANCIAL POSITION
Years ended June 30, 1985 and 1984

Sources

Net income for the year

Adjustments for items not
affecting working capital

Results of investments

Depreciation and amortization

Provision for employees’
leaving indemnity

Working capital provided by
operations

Net book value of property,
plant and equipment sold

Increase of long-term loans

Increase of long-term notes
payable

Increase of long-term debt

Increase of other reserves

Applications
Purchase of property, plant
and equipment
Increase of deferred charges

Payment of employees’ leaving

indemnities

Transfer of current portion of
long-term notes payable
to current liabilities

Transfer of current portion of

long-term debt from
parent company to
current liabilities

Transfer of current portion of
long-term debt to current
liabilities

Transfer of current portion of
debenture loan to current
liabilities

Dividends paid

1985/1984
(Lire)

1984/1983
(Lire)

5,216,463,362

(279,159,465)
12,739,763,490

5,850,113,358

11,125,618,103

1,961,216,400
10,293,063,398

4,633,580,773

23,527,180,745  28,013,478,674

229,724,326 249,080,400

— 22,000,000,000

409,638,420 1,644,284,542
10,792,022,000 —

3,000,000 148,245,742

34,961,565,491

52,055,089,358

10,048,465,485
161,925,710
3,665,278,320

505,435,163

1,520,646,558

22,000,000,000

103,800,000
10,540,000,000

14,395,543,032
2,626,506,580

439,264,364

224,905,028

1,277,809,270

6,120,000,000

48,5645,551,236

25,083,828,274
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Increase (decrease) in net
working capital

Increase (decrease) in
components of working
capital

Current assets

Cash

Receivables
Marketable securities
Inventories

Prepaid expenses

Current liabilities
Banks
Payables
Income taxes payable
Accrued liabilities
Current portion of long-term
debt

Increase (decrease) in net
working capital

198511984
(Lire)

198411983
(Lire)

(13,583,985,745)

26,971,261,084

35,883,356
(64,588,901,808)
50,000,001,465
12,753,040,003

197,821,893

1,081,626
47,104,322,079

(725,936,382)
507,301,699

(1,602,155,091)

46,886,769,022

(5,014,390,388)
(2,975,913,910)
(2,253,000,000)

(422,082,471)

22,627,167,423

5,014,390,388
11,199,357,801
2,327,211,000
1,086,733,801

287,814,948

11,981,830,654

19,915,507,938

(13,583,985,745)

26,971,261,084
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EXPLANATORY NOTES TO THE FINANCIAL STATEMENTS
As at June 30, 1985

1. Nature of the Business

The Company’s business, both in Italy and abroad and also on behalf of
third parties, consists of the following:

e the manufacture and sale of any confectionery or food product.

It may perform the following activities whenever these are necessary,
useful or desirable for the attainment of its object:

® the acquisition, use and sale of patents;
e the acquisition, construction, sale and lease of movable and real estate;

¢ the formation of new companies as well as the acquisition and sale of
investments in companies and enterprises;

¢ any other industrial, commercial, financial, credit, movable and real
estate transactions, including guarantees in favor of third parties.

2. Major Accounting Policies
Property, Plant and Equipment

Property, plant and equipment transferred by Buitoni S.p.A. (once IBP
Industrie Buitoni Perugina S.p.A.) during 1981 (shown at the appraisal
value) and that originally owned by Ultra S.p.A. or purchased after the
transfer (shown at cost), were revalued during the year ended June 30,
1983 by approximately Lit. 6,303 million, as permitted by Law No. 72 of
March 19, 1983 (Visentini bis).

The value of the revalued assets is not higher than that determined on the
basis of their future possibility of utilization in the Company’s activity.

The Company capitalizes costs related to internal constructions. For the
year 1984/85 such capitalization amounts to approximately Lit. 414 mil-
lion. For the year 1984/85 the Company, in order to conform to the
Group’s policies, changed the method of calculation; this resulted in a
lower capitalization of approximately Lit. 1,290 million.

Financial charges incurred for the purchase of new fixed assets until they
are ready for use were being capitalized until June 30, 1984. For the year
1984/85 the Company, in order to conform to the Group’s policies and
considering the present fiscal legislation, has not capitalized financial
charges. The effect of the change in accounting principle resulted in a
non-capitalization of approximately Lit. 1,170 million.

Renewals and betterments that extend the useful life of property, plant
and equipment are capitalized.
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Depreciation

Depreciation is provided using the straight line method, at percentages
allowed for tax purposes. Such rates, which reflect the estimated useful
lives of the related assets, are as follows:

Buildings 3%
Plant and machinery 12.5%-14%
Equipment 20%—25%
Office furniture and equipment 12%
Vehicles 20%
Inventories

Raw materials, work in progress and finished goods are stated at the lower
of cost (FIFO) or market at year-end.

Investments

The investment in a wholly owned U.S.A. company is carried at the
purchase price, adjusted on the basis of the results of the year.

Deferred Charges

Deferred charges relate mainly to the following:

a. Research and development costs incurred until June 30, 1984, deferred
to the extent of 75% and amortized using the straight line method over
the subsequent three years. For the year 1984/85 the Company, in
order to conform to the Group’s policies, has not capitalized such costs,
with a consequent non-capitalization for approximately Lit. 970 million.

b. Costs incurred in connection with various capital stock increases which
are amortized using the straight line method over five years.

¢. Interest costs, net of the contribution provided by Law No. 1329/65, on
outstanding instalments for purchases of fixed assets according to the
Sabatini Law, amortized at constant rates over the period of deferral.
The amount capitalized in the year is Lit. 51 million.

d. Advertising expenses incurred during 1983/84 with respect to the
development of commercial activities in the U.S.A., amortized at con-
stant rates over three years.

e. Restructuring and start-up costs related to the new office premises
deferred to the extent of 80% and amortized, at constant rates, over the
following four years.

f. Costs incurred during 1983/84 for the reorganization of EDP and
office automation, deferred to the extent of 80% and amortized at
constant rates over the following four years.

Trademarks

Trademarks, originally shown at cost, are amortized using the straight
line method over five years.
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Goodwill

The cost of goodwill, related to the spin-off to the Company by Buitoni
S.p.A., of the assets and liabilities of its confectionery division, is amor-
tized using the straight line method over ten years.

Marketable Securities

Marketable securities, consisting of State Bonds, are carried at cost; inter-
est accrued at year-end is included in accrued income.

Recervables

Receivables are carried at their face value adjusted by a specific allowance
for doubtful accounts sufficient to cover all expected losses.

Income Taxes Payable

The income taxes payable correspond to the estimated income tax liability.

Accrued Employees’ Leaving Indemnity .

This fund reflects the actual liability of the Company towards its person-
nel on the basis of their legal position as at June 30, 1985, taking into
account the provisions for Law No. 297/82.

Foreign Currency Transactions

Transactions in foreign currencies are translated at the rates of exchange
prevailing at the time when the transaction took place. Payables and
receivables expressed in foreign currencies are translated at the rates of
exchange prevailing on June 30, 1985. The resulting gain or loss is taken
in the Profit and Loss Account.

Reclassified Balance Sheet

In the reclassified Balance Sheet assets and liabilities are classified as
current and non-current based on the criterion of an annual operating
cycle.

3. Receivables From Parent Company-Notes Account

Receivables from the parent company—notes account consist of notes and
drafts drawn on customers transferred for cashing subject to collection, to
the parent company.

4. Receivables From Parent Company-Current Account

Most receipts and payments are made by the parent company using a
specific current account bearing an interest rate of 20% per annum for the
second half of 1984 and 16.5% per annum for the first half of 1985.
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5. Receivables From and Payables to Group Companies~Trade Account

Receivables from and payables to Group companies—trade account, as at
June 30, 1985 include the following (in millions of lire):

Receivables from parent company 3,307
Receivables from subsidiary 4,240
Receivables from other Group companies 112
Receivables from Group companies 7,659
Payables to parent company 163
Payables to other Group companies 1,452
Payables to Group companies 1,615

6. Balances in Foreign Currency

As of June 30, 1985 the Company shows a receivable from its subsidiary
Perugina Chocolate & Confections Inc., of approximately U.S. $2,174,000.
The rate of exchange used is Lit. 1949.95 to 1 U.S. §, the official Italian
rate at June 30, 1985 (UIC rate).

7. Other Receivables

Other receivables as at June 30, 1985 include the following (in millions of
lire):

Advances to employees for salaries and wages 3,264
Advances to suppliers 1,398
Sugar rebate 494
Others 1,219

6,375

8. Inventories

Work in process and finished goods included in inventories are as follows
(in millions of lire):

Work in process 6,132
Finished goods 32,058
38,240

9. Investments

This balance relates to a wholly owned U.S.A. subsidiary, Perugina Cor-
poration of America, purchased during the year ended June 30, 1983 ata
price of U.S. $10,000,000 equal to Lit. 15,098 million. This amount has
been reduced, during 1983/84, by Lit. 1,961 million, and has been increased,
during 1984/85, by Lit. 279 million, to account for the results reported by
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the company and its subsidiaries Perugina Chocolate & Confections Inc.
and Perugina Shoppes Inc. The rate of exchange used is that of the
purchase price equal to Lit. 1509.8 to 1 U.S. §. Prudently, and considering
the present fiscal legislation for which such revaluations are part of the
taxable income, no adjustment has been made to account for the increase
in the rate of exchange of the U.S. § with respect to the Italian lira, which
would have led to a revaluation of this investment of Lit. 3,900 million at
the rate of exchange prevailing on June 30, 1985. In the financial state-
ments of Perugina Corporation of America as at June 30, 1985, the value
of the investment in its subsidiaries is higher than their shareholders’
equities by approximately $7.7 million.

In detail (U.S. $ thousands):

Perugina Perugina
Chocolate & Shoppes
Confections Inc. Inc. Total
Book value 7,903 983 8,886
Shareholders’ :
equity 884 251 1,135
Overstatement 7,019 732 7,751

Consequently, the investment of Perugina S.p.A. in Perugina Corpora-
tion of America Inc. as at June 30, 1985, overstated as follows:

Us.$ Rate of Italian lire
(thousands) exchange (mallions)
Book value 8,886 1,509.8 13,416
Shareholders’
equity 1,135 1,949.9 2,213
Overstatement 7,751 11,203

The above mentioned overstatements are equivalent to the excess value
paid by Perugina Corporation of America to the holding company Buitoni
S.p.A. at the purchase date.

The price paid was based upon an independent appraisal by Lehman
Brothers Kuhn Loeb, one of the leading merchant banks in the United
States of America.

The Directors, on the basis of their prudent judgement, consider that the
book value of these investments is not excessive.

10. Capital Stock

The capital stock as at June 30, 1985 consists of 51,000,000 ordinary and
17,000,000 savings shares with a par value of Lit. 1,000 each. Buitoni
S.p.A. owns approximately 83.5% of the ordinary shares.
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11. Reserves

The following is the classification of reserves and other equity accounts as
at June 30, 1985 as required by art. 2 of Law No. 649 of November 25,
1983.

1. Reserves and other equity accounts created, from
fiscal year 1983/84 on, utilizing profits subjected
to IRPEG (income tax on companies):
® Legal reserve 556,280,905
¢ Distributable reserve 29,337,198

2. Reserves and other equity accounts created, from

fiscal year 1983/84 on, utilizing profits not

subjected to IRPEG: 0
3. Reserves or other equity accounts in existence at

the end of the last fiscal year ended before

December 1, 1983 or created utilizing profits of

that year:

® Legal reserve (net of the portion of capital in

excess of par value reclassified in the amount :
of Lit. 8,461,830,425) 1,025,920,554

e Distributable reserve 4,663,342,855
® Undistributed earnings 81,556,721

4. Reserves or other equity accounts which, if
distributed, should be added to the taxable income
of the Company regardless of the period in which
they were created:

® VAT special deduction 191,251,813
® Reserve ex lege No. 72/83 5,432,291,000

5. Reserves or other equity accounts which, if
distributed, should not be added to the taxable
income of the shareholders independently of the
period in which they were created:.
¢ Capital in excess of par value (of which the
amount of Lit. 8,461,830,245 reclassified from
legal reserve) 14,900,000,000

The legal reserve is not distributable and, if used for any reason, must be
reintegrated. Capital in excess of par value is not distributable until the
legal reserve amounts to one-fifth of capital stock.

12. Monetary Revaluation

During the year ended June 30, 1983 the Company revalued its property,
plant and equipment as permitted by Law No. 72 of March 19, 1983
(Visentini bis), using the direct method.
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As described by art. 10 of the above mentioned Law, indicated below is the
residual amount of such revaluations relative to the assets in the balance
sheet at June 30, 1985 (in millions of lire):

Revaluation amount

Original cost Disposals Residual
Property, plant and
equipment 6,303 (51) 6,252
Accumulated
depreciation (871) 7 (864)
5,432 (44) 5,388

No provision for income taxes has been made with respect to this monetary
revaluation reserve asitis not taxable unless distributed to the stockholders.

13. Income Taxes

The Company has settled its income taxes with the fiscal authorities
through 1981 inclusive, on the basis of the automatic amnesty procedure
provided by art. 19 of Decree No. 429 of July 19, 1982, converted into Law
No. 516 of August 7, 1982.

14. Convertible Bonds

At June 30, 1985, 255,000 convertible bonds with a nominal value of Lit.
100,000 each, bearing interest at a semi-annual rate of 7.5%, were outstanding.

As presented by art. 7 of the Debenture Deed, the Board of Directors of
the Company resolved, on March 13, 1985, to reimburse totally and in
advance the 255,000 bonds. The reimbursement date has been fixed at
July 1, 1985, with the option for the bondholders to convert, during June
1985, their bonds into savings shares of Perugina S.p.A. receiving for each
three bonds owned 200 savings shares with a par value of Lit. 1,000 each.

Savings shares issued for conversion have as issue date, July 1, 1985. As of
July 14, 1985 the bonds converted were 253,962.

15. Long-Term Debts
Long-term debts as at June 30, 1985 are as follows (in millions of lire):

Outstanding
debt

e Loan granted by Buitoni S.p.A., 11.5% interest per
annum, repayable in semi-annual instalments through

July 1, 1987 623
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© Loan granted by Buitoni S.p.A., 19.5% interest per
annum, repayable in semi-annual instalments through

April 1, 1989 6,978
® Total long-term debts due to parent company 7,601
¢ Leéss current portion 1,621
¢ Non-current portion 6,080
¢ Loan granted by Citibank N.A. 17.9% interest per

annum, payable on July 30, 1985 in the amount of 22,000
¢ Total long-term debts with third parties 22,000
® Less current portion 22,000
e Non-current portion —
¢ Total long-term debts 6,080

16. Other Payables

Other payables as at June 30, 1985, include the following (in millions of
lire):

® Social security institutions 15,705
¢ Salaries and wages and related deductions 8,200
e Customs 1,190
e Interest on debenture bonds 1,965
® Advance payments from customers 3,116
e Others 825

31,001

17. Accrued Liabilities

Accrued liabilities as at June 30, 1985, include the following (in millions of
lire):

e Deferred personnel remuneration and related

contributions 2,879

¢ Financial charges 991
® Reserve for returns 803
e Others 664
5,337

18. Transactions With Parent Company, Subsidiaries and Other Group
Companies

During the financial year the Company had significant commercial trans-
actions with its parent company, its subsidiaries and other Group companies
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at conditions which reflect normal market conditions, for the following
amounts (in millions of lire):

Transactions with parent company:

o Sales 19,969
® Purchases of raw material 43,747
e Purchases of services 12,007
Transactions with subsidiaries:

® Sales 13,231

Transactions with Group companies:
e Purchases of materials 12,630



*(sprepuels Sunipne) suoisiaax idpullg = ¥q
*P310U ISIMIIYIO SSI[UN SPLOPUDIS Suppny uo sjuawams Jo uovarfipor) s,y dDIV Y1 UI SUONDIS 0] 19]31 SISqUINU )y
“JIpNE [e119]31 € 10u ‘ypne [eo0] & Sunuioyrad Jo aandadsiad ayy woay paysidurod aq pinoys SIPPYD

1S90N
21Mnsuod suoneiaxdIzur a1t
pue spaepuess asoy I, ‘Suntodai jo
SpPIBpUEIS PUE “{IOMP]oL JO SpIe
-pue)s ‘spIepuels [erouad Jurpnpur
‘sprepuels Sunipne paidodoe |e
sax -I19ua3 ud) sey sAvIg PAU[} YT, YV '3
$9% ¢sosodand xey 10y 0
¢(wv sawredwon) oy ‘ojdurexs 103)
$9% syuawaxmbax {xoymyels Ajsnes o], ¢
¢Y310] OS puUE ‘SIONPIAID ‘S10ISIA
‘sonued paryl £q pasn uoneuroyur SoX -Ul 4q pasn UOHEULIOJUI 01 1S3NE O], P
01 3s9n1€ 0 st asodand Lrewxd oy7y 1 —apne ue jo asodind Lrewnad e sy 1
SIUSUWWOY) . oMUy SUONSaNY) [B19UI0

Arey ui spiepuejs Bunipny

0} sajels payun a8y} ul (Syvo) splepuels Buipny
paldasoy Ajjeiaudr) jo uosiiedwod) 10} 1sIPosy)d

d XIdN3dddVv

n
0



‘sparepuerg Sunipny jo uondope :(£poq eyuswuiaaog e ¢uoissayord
PiEpUEIS JUNIpny jo uondop (Apoq [e3 ¢uoIss9y
3Y) puswodal ued (JFS Y Jo 1usreamba oy ‘oidwrexs 103) sprepuels Sunipne
ay1) qosuoy) pue uorssajoxd oy ], *¢ Sunelnwouid 103 sjqrsuodsar st oym °g
‘sypne 5doods [[ny uou 12400 YoU
op Aepo) pansst Suniodai jo sprepuels e
‘sojdputid Sununoooe paidaoe
A(reoua8 oy jo 1aed st Lousisisuodur jo
sansopsip ‘parjdur st AOua)sIsuod 2ouls
‘pasn jou st ydeaSered Lousisisuod 2y ] e
:Buimoljoy a1 103 1d20x> spIepue)s "g ) 01

Jeqiuass o1 spaepuels Sunipne uerel] "qg éhoyy axe yeym qou 31 g
spiepuels "§'(] 03 Jefiuis £33 21

$9x “f1e3] un Is1x3 sprepuers Sunipne yj1 D

£=74 ¢paysiqnd Aays axe ‘os j1 g
e

151%3 sprepuels Junipne padasoe
A[re1suad oQq ‘spivpums Suppny uo
syl fo uoyworfipon m paysyqnd

U23q aABY YoIyMm ‘spIepuels
Sunipne paydaooe Ajjessuad 'gn

SUSWUOY) IOMSUY SUONISINC) [BIAUIN %



e

”

G OU YJd ‘S

G ou Yd ‘s°x

¥ ou Jd ‘sox

¥ ou ygd "s°x

¥ ou YJd "s°x

P 'ou YJd 's°x

9 "ou ¥ 's2%

L, 'ou Jd ‘SIx

SJUSWILLOY)

suo(
10N

aomdeld
Auourpy

2o1dRIg
JuRUIIOPa1]

JUWNDUNOUOIJ

[BUOISS3JO1]

JO JUIWUIIA0D)

Aq paxmbay

(£26 298 (1V) ¢$10192.1p JO pIeOq
sJuaIp ay3 10 JuswaSeuew

I0Tuds 01 [0XIU0D Jununodde
[EUIDIUI Ul SISSIUYBIM [BLISIEW
2JE2IUNWWOD SIONPNE O "V

(0z¢€ 09s NV) ¢paurtojiad aq 03
§1591 Jpne jo Surun pue uNxd
‘2Imeu a1 SUIULISIP Ul U03IIY]
2DUEBI[aI 10] SISEq B SB S[OIIU0D
[eurayur Sunsixa Apmis sxoypne oq

(65 028

NV) épawioyrad aq 01 s2anpad

-01d 8unupno weidoxd ypne
uaNLIM B apnpul £31 op ‘0s J 'g

(68¢

*29§ 1) ¢s1oded Sunjiom ure)
-urewr pue aredaid sionpne oq 'y

(2,£¢ 095 NV) ¢[asunod [eSa]
sJusWdSeURW WIOI] SUOIIEIUIS

-21da1 usnLIM 941931 s101IpNE O

(ggg "oas
V) duswoadeuew woLy SUOHEIUIS

-axdax usnLIM 9419031 s10)IpNE O

(1¢€ 998 NV) ¢sunod
AIOJUSAUT 2A135QO SIONPNE O(]

(16€ 298 V)

¢SI[QBAISDAI ULITJUOD SIOJIpNE 0

67

01

B4

spiepueig Sunipny
pardaooy jferouan ‘g



‘sanred parejas Sururaouod
wv‘:,__uUUOhAm uo splepuels

‘g’ Mo[[0} 01 301dead uowod
s1 1] sanJed paje|al JO 2INSOSIP
anmbai sa0p Inq ‘pswroyiad

9q 01 saunpaooid £jwads

30U $30p 9pOD TIAID YL "F'VEI

” ON

- 9 "ou Yd sk

- Ip0) LD "S9X

” G ouyd "X

” € 'ou YJd 's°x

” G "OU YJ ‘S

SJUBWUWOY) suo(

10N

20MmdRIg
Auourpyy

JUDUWIDUNOUOLJ
[euOISSaJOIg
10 JUSWUIDA0D
£q paunbay

somperd
JUBUTWOP3IJ

(09¢ 298 V)

¢91BP 193Ys 20UE[Rq 3 JIJE

Surrmaoo suonpdesuen 03 parjdde
sarnpasoxd Sunipne sypads a1y 'y

(§1¢ 98 V) ¢Splodal
Sununoooe oY1 U1 paNUSPL
Ajaadoad sre sau103uaAur Jo INO
pUE 0JUI SJUSUISAOW JEY) 2INSUT
01 saanpasoad jjo-3n0 yo Aoenbope
3y} 19PISUOD 10IPNE Y S0

‘saanpadoxd oy 181} ‘08 JT °g

(Fgg 098 NV) éSudpWwLeIS

[BIDUBUY Y1 UO 103}

115y pue suondesuen Ared

palefal AJnuapt 01 sarnpasord
wro}tad 10ipne oY) $30(] 'V

(4&g "9 V) ¢SIuUdWIIeEIS [erdueUly
3Y3 U0 199]J9 [ELISIBUWI B SABY p[NOM
183 sanLrenSaLll 10 SI0113 10)
yo1eds 03 uoneurwexa siy Juruuerd
10§ a[qisuodsax 1oupne ays S|

(0g¢ 95 1Y)
¢saunpadoid [eonsnesuou 1o

Teonsness Jayra Adde tonpne apy
$20p “1o1BW [ennuapias Surureiqo uy

(¢3¢ 295 V) ¢pPaIuawndop
uonedIUNWWod Y3 st ‘osI1 g

gl

4!

61

gl

splepuelg Sumpny
paadoooy Ajerauan ‘g

68



hpqrs
-uodsaz jo uorsiatp ay) Suned
-Ipul pue J0JIPNE J9YI0 3] 0)
2oua19ja1 Sunyew £q Anpiqisuods
-21 JBY1 SWNSSE 0} 10U PSP
g "ou Yd 'S 10y1pne [edpurid ay Aepy g
¢uoturdo
s.10npne [edound o 01
$37B[21 )1 SE I0)IpNE ISYI0 3Y) JO
y10om 3y 103 Lnpiqisuodsal suwns
oN -se gonpne [edourd ayy 1snpy v
(¥4 295 NV)
S39)$9AUI 10 ‘SIYIURIQ ‘SUOISIAIP
‘S3LIBIPISqNS 210W 10 U0 Ipnpul
1ey) syuswes [eoueuly uo Sur
-1odau st sonpne edpuud e usym

¢Areay urstxa saonpne jurol,
301daduoo ay3 s20(1 g7 A Ut
pamofjoj A[rerauasd jou st aonodead
sIy I, "swiiy omd a3 £q paudis
110doa1 of8uis e anss1 pue Auedwod
 JO SJUSWIIE]S [BDDURUL) 9Y) JIpNe
Apurof suLxty aipne Jo S101PNE OM]
181 SI (eI[ENISNY PUE ‘BpRUR)) “Y'[]
‘ardwrexs 10J) s3LUNOD UIEIIID

ON ur  sxoypne jurof,, Jo 1dsduod ay 1, ‘9|

(096 29s V) ésIudWNEIS
[eDURUL 9Y) UI 2ANSO[ISIP
10 o1 jusunsnlpe annbai yey
$1U249 1udnbasqns Jo soua LMD
oY) urelraose 0) parjdde
oN saanpaoord Sunipne 1ay10 21y g

L1

69



£pasn st 31ep 1eyM ‘j0u JT g
(0€g 295 V)
. éIompiar] Jo Aep 1se[ 311 JOo
- 81 "ou Yd "Sax se patep 110daI s I0)PNE Y1 ST 'V 03
¢houaisisuod
-Ul 91} ISOPSIP SIUSWILIS [1d
-urULy 9y} 10 SISIXd AOUSISUOD
P TASIISSY "SI 1ay313 Jeyy A(dwn 3 so0p “ou I g
(03% 298 V) ¢sadpund Jur
-junodoe jo uonedridde jyo Loum
-stsuod 3y} uo uoturdo ue ssaxd
” ON -x3 110d21 s onpne oY) s90Q 'Y 61

‘pantuzad axe suonediyienb pue
saridde g1 ou prepuels Sunipne
‘sjuswaxmbai [e8a] Aq pauia
-203 10u saruedwod 3soyl 10
‘panturtad jou st uorurdo [e8aq
paytenb e ‘suoneueldxs yum uor (606 298
-urdo ueap e st uowurdo feday v V) "paamboai 110dax jo adf
‘sana [eSa1 £q pau1da08 are Loy o) 9redipur pue uodar pie

ssnedaq suotuido [e8s] 198 sarued -puejs o) woxy axniredsp e sxmb
-uIo0d uelfel] jo Ajofew oy I g8y o -3 7] SIOUBISWNIID oY) 1T 'g
-o[dwrexa
ue 10j D) xrpuadde 925 "syusur
-91E]S [BIDUEBUL PIJEPI[OSU0D 10§ (606 29s NV) ¢11oda1 s xoup
SULIOJ DATIBUII}[E S8 SIY T, "Vg] o TADIISSY “S9X -ne JO ULIO] PIepuess e 2193 S] 'Y 81
SIUIUIUO)) auo(q omPRI] sonoelg JUSWIDUNOUOLJ spaepuelg Sunipny
10N furourpy JUBURIOP3L [BUOISS2JO1] pa1dandy Aj[e1aua9 ‘g

10 JUSWIUIIA0N)

4q paxmboy m



‘pPaIUNOD 3 ISNUW YSE) o
*PAULIIJUOD 3q ISNUI s9[qeded e
:MO[[0] sNEIg paNuf)

a3 ut jou Inq Afeay ur paxmnb
-21 saunpadoxd Sunipny "zg

”

9§T M¥] UBIRI] "SIK

‘spiepuels ‘g Surpuods
-31100 OU 3Ie 2I2Y1 YoIym I0J A[erf
I0J SpIEpUE]S AUE 2qLIDSIP 35e3|d "33

(101 3y

‘o1 [EUOISSJOIJ JO SPOD)) AP

S} UI 253191UI [BIDUBULY JO 331]

Suraq se paunyap st duapuadaput

asippPayp syl jo ssod.ind

a3 JoJ aauspuadapur 3q I0)pne
a1 snu ‘vormdo ue ssoxdxs o, *1g

71



” b ouDd '$A

”1 § ‘ou D 'SIx

SJUSWWO)) U0 20mdRI 20mdRIg JUDWIDUNOUOLJ
10N fuzourpy JUBUIWOPAIJ [euOIsS9JOLJ

10 JUSWUIIA0S)

Aq paambay

uoISS3J01J

*(01 PalLIdJaI) PAYIPOd a1 AIY T, 'S9K

sjuawWuxo)) sIamsuy

108 01 L1BSS209U SIE 1B SANIANOE

S[IYM PILINDUIT ‘§1S0D ISAINUL ATV H
£SISEq 1502 [BJLIOISIY 3y} UO

PSP10031 SIN[IGE]] PUR §1ISSE Iy °¢

sojdpuLy Sununoxy
pa1daooy Afessusn ‘g

é(019

‘Apoq eruswuia403 € ‘uorssajord ayy

9rdurexs 10j) saidpurid Sununoxoe
Sunednwoud 10§ sjqisuodsar st oym g

¢paYIpod Ao are
‘os 31 éA1ea1 ur sapdourid Sununoooe
pa1daooe Aferaual a1y a1y [

UOIBULIOJU] [BI2UID)

Arey ul sajdidulid Bununoosay
0} saje}s papun ay; ul (dvvyo) sajdidulid bununodoy
pa1dasoy Ajjesauar) jo uosiiedwo) 10} 1Sy

3 XIAN3ddV

72



*(sajdund Sununodse) iiqeiuod IdpuLg =g [
ﬁouomomtsuvﬁommuis.:Q&Eut:omw«\kuﬂEQoE%SP_mwvu=u1_&ﬁu_uu5=v._§ 7

:$a10N

(16D) ¢Auedwod 1aypoue
1940 [ox3u0d sey Auedwod
Juo uaym paxnbar syuowareys
¢ "OU V] OS[V V6 ~ 8 "ou Dd "sax [elouBUY PaJEpI{OSUod ALY 'V 6
(g oN sidaduop
Sununoooy [epueul] JO JUSWINEIG)
¢épred st Asuowr usym uey) Iayrex
-~ g 'ou DJ "sax. Pa1Indul usym pIpPIodal §1503 ALY °Q

(g 'oN s1daouon
Sununoooy [enueuL Jo USWIIEIG)
¢(paAt1a221 st Asuowr usym
uey)l 1ayIel) paInsse A[qeUOseal
SI UOTIBZI[EI S1I pUE PauIed
P g ouDd ‘sox ST )1 uaym paziufodar oNuIAI S| °f,

(GEN) ¢smuuy

3]qEUOSESI UNYIM IEUTULINIP

ST 9N[BA 1BI) UIYM PIAJOAUT

$138SE 3} JO SN[eA 1IEW Jrej

9Y3 JO siseq 3Y3 UO 10J PajUNoIDE
ssaooud s3urures ue sjeUTWIND 1BY)

juanbasjug g ] $ "ou D 'S suonoesuen 1ejsuowuou 21y ‘9
‘mef 4q paxy dn-yrews
uoneneads jo uondopy ‘gg *SISEQ Y3 2UYDP ‘OS J] °g
(0p() ¢panunsad
5135s€ JO (premumop 1o premdn
‘me[ 4q A[UO VG - ME[ UBI[E)] 'S9X  JOYIID) UOHEN[BASI [BISUSS B ST 'Y °G
(291)

¢19SSE UE JO 150D [BOLIOISIY 1) JO
red se paziesden ‘ssosSoud ur oae
3SN papuLIUI ST 10] Apeal 19sse Ue



‘surjood ay1] paresn are
yoym ‘s1a8row ur 3dsoxs ‘e
ur panruiad o paonoeld st
poyraw aseyound gy AuQ ‘g1

10J pasn A[e1oual s11s0D) *11

A|re8sj 2q J0uued JUSUNISIAUL
3Y1 2I2YM SILITUNOD Ul PAIBIO]
saLrerpisqns 312103 uy 153133uL

pue siusunsaaut L1erodwa], ‘go|

[o1110D 31EdIpUT 0] DUINJUL
jueurwop jo 1daduod 3y J, ‘g6

-1
*SUOSEII XE)
-1
‘pa11ajsuen
I
-paidaooe osfe st
rd
SIUSUIWOY) suo(y 2omdelg JomdRAJ
10N AyLioury JUBUIWOPaI]

GG 'OU SV "Sax

8 "ou D ‘S3x

g8 ou D "S°x

Q ‘'ou NJ "sax

WIWIDUNOUoIJ
[eUOISS9JOI1]
10 JUIWUIIA0L)
Aq paxmbay

(069) ¢poyraw aseyoand

211 pue poylaui s3sasut-Jo-Surjood
9Y1—SUONEBUIWIOD SSUISN( 10]
S3ununoooe Jo SpoIaUI OM] U] ALY

(z81)
¢sanijod [epueuy pue Sunersdo

(SIDISIAUT ) JSA0 IdUINYUL
uedyrudis aspIdX3 03 LIiqe

a1 I01s2AUT 213 2a15 SHUSUNISIAUL
a1y} J1 ‘$321$IAUT ISYIO PUE ‘SIIMIUIA
utol arerodiod ‘soLrerpisqns
P31EPI{OSUOIUN 10] Pasn

poytaw Aamnbas a1 st ‘arerrdosdde
3SIMI3YI0 JOU ST UOIIBPI[OSUOD J|

‘way1 IS ‘os 31 g
(190)
guasaxd st jonuod ySnoyy usad
P31EPI[OSU0D 3q J0U p[nom A1Nus
UEB USYM SIDUBISUI 1311 1Y 'Y

¢P3TEdIpUT [01IUOD SI
Moy 9ou JT ¢sareys Junoa
Surpueisino sy jo Juzdrad
£13y 1340 yo diyszoumo £q
Pa1BdIpUI A[[ENSN [OXIUOD S| g

01

sapdouny Sununoiy
p=1daooy Apjersuan ‘g

74



“JUSWISIAUL UT papnpuf "G1

"66 OU SV 393G "d¥1

”

” L 'ouDd 'SA

” L "0uU Dd "SX

” ¥g 'ou SVI "%

¥g 'ou SV "sex

$g 'ou gV "sox
¥g 'ou SV 'Sk

A\

g ‘ou D "sax

8 "ou "Dq "$K

GG 'OU SV "saX

GG 0U SV "SoX

“Jaw J0u 1€ /] uonsanb ur paisy
[ENIE 10J SUONIPUOD Y10q ISNEIDq
_panuoe jou st A>usaSunuod ssof e §1

(6$D) ¢parewnsa Ajqeuoseas

3q ued SO JO JUNOWE JY) pue
pasxnout Anjiqer| e 1o parredwy
u92q sey 19sse ue ey) a)qeqoid
st J1 Ajuo pantooe LHuaunuod
SSO] B WIO4J SSO| PRIBWINSD U S|

¢91Ep 199U
aduefeq a1 Je sanxed paje[ar
WwolIJ 10 0] INP SJUNOWE Y], P
¢paruasaxd spourad ay3 103
SUONDESUET) 9Y] JO SUNOWE 3Y ] 2
¢pauasad sporrad oy 103
suomesuen 93 yo uondLsIpy ¢
¢drysuonera1 o Jo axmeu oy, v
(9¢¥) :suonoesuen A1red parejar 10y
apeu sansopsip Suimo[|oy 3y1 a1y

{P31Yauaq 3q 01 PITewnIsd
potrad a3 1940 dwodUL 0
28reyd e se pazniowe I St ‘08 JI ‘g
(091) ¢19sse ue se 10y
P3IUNOIdE UONBUIQIOD SSUISNq
e wouiy Juistre [pmpood s 'y
"BLIILID DU ISI[ ‘OS JT g
(06g) ¢s1sa1aur jo s3urood

SE SUONIBUIQUIOD $S2UISNG JO
JUDUNEDI) 10 ISTXI BLIDILD O 'V

(osq)
¢PISO[ISIp UONBUIqUIOD SsauIsng e

J10J JUNODDE 01 PIsn PoyIaW Y3 S|

81

L1

91

qt

b4

‘6l

75



1 '0u VI 'S
$1 "ou SVI 's3x

1\

V1 'ou SVI 'SR
¥1 "ou SVI sk

A\

” $1 '0u §VI 'S9X

” L 'ou Dd "$aX

SJUdWIWON)

auo(
10N

ERTIRLAE |
fuoury

201dRI UBWIDUNOUOAJ
JUBUIWIOPA1 [euoIssajo1g
10 JUBWUIIA0L)

Aq paxmboay

£599159AUT
JI9Y10 pUE SILIEIPISqUS
Pa7epI[OSUOdUN JO SIISSE
15u pue swoour Jou ur by 2
¢sanipuadxoa fendeny  p
¢sasuadxa uonezniowe
pue ‘uonajdap ‘uonewardsp
Po1€[21 pUE §19SSE J[qRYNUIP] 2
¢ssof 10 1goad Sunersdp ¢
¢safes Juawgasiaur
pUE SI9PISINO O] $3[eS ‘P
(0gS) :uawas
Ansnpur ysea 10J SJUIWIILIS
epueuy sastdisus ue ur
pasoosip swall Suimof[o] 3yl 1Y ‘0g

(66D) [s10Wwaa st ssof Jo
Aupqrssod ay3 31 usas sopuaSunuod
$SO[ se pasopsIp A[fensn a1
soauerens g oY1 uJ] ¢d10Wal
2q Aew ssof yo Anpiqissod sy
ySnoyl uaas SHUDWIEIS [EDUBUY
u1 pPasoposIp sapuadunuod ssoj
19410 IO SI3YIO JO SSIUPIIGIPUI
o jo sosjuerend a1y 6|

(6GD) ¢pa11ndul usaq 3aey Aewt
sso] & yeyy Apiqissod sjqeuoseas
® 1589[ 1€ SI 2193 usym paxnbai
£o>uaBunuod ) Jo 2INSopPSIp st

sadpuiy Sununonxny
pardanoy Ajessuan ‘g

©
N~



-oondeld Ayrrourw 9y3 st sofes Jo
a8ejuaniag -sonoeid jueurwopaid
a1 st ‘SurSe ynm pauiquod

10 JUO[E IS ‘UONEIYNIUIPT
syadg ‘safes jo a8ejuaniad pue
‘BurBe ‘voneoynuspr oypads axe
pasn spoyiaw 22141 Y1, ‘GG

‘syuauraxmbax sxnsopsip
103 g1 "ou SV 39§ "d18

g "ou Dd "s3x

g ‘ou DJ "SI

G ou DJ "S3x

g "ou D4 '$94

gl "ou SV 's3K

¥l ou SV 'sax

(691) ¢1unodde
ojur 1saxvjur pandur sayey Yorym
JUNOWE UE 18 PIPIOIAI ‘SUNLID]

Jpexs [euriou 03 13[gns 1o ssauisng

JO 35IN0D [eurIou oy} ur Suisue
jou ‘sajqeded pue sa[qeAIII oIy

¢aouemof[e
a1 Sunemored 1o0j (Y1103 0s
pue ‘sajqearedal Jo Surde ‘sojes
Jo a8muaniad ‘ojduwrexs 103)
S1Seq 243 ST IeyM ‘Os J] g
(65D) ¢S3[qeAINDRI D[QNIDI[0IUN
10J PIYSI[qEISD DUBMO[[e Ue S| 'Y
¢PaULDp S1assE
JUSLINDUOU 218 MOY ‘Jou 3] ‘g
(509) ¢°p4A> Sunesado
JUSLIND 2} IO 13 SUO UIYIM
pazifesl 5q 03 paidadxs jou
9SO} §19§SE JUDLINDUOU DY 'Y

(o)
¢parussard s19ss€ JUILIND 10J [10) B

M SUOIEDYISSE]D JUALINDUOU PUB

Jua1Ind ojul paredaidas syasse suy
‘paxmbau

$2INSOPSIP 211 81| ‘08 3T g
(£3D)

SUONIBJUT JO S19JJ9 9Y) ISO[ISIP
01 stuswdambar Aue o1 21y 'y

(03S) ¢drdpuud Sununoe
ur o3ueyd e Jo wayyy S

'Ge

e

68

K44

13



(orQ)
¢awoout 03 sa31eyd Inewsis 4q

SIAT] [NJOSN PIIBUWINSS II9Y) IAO

- $ ‘ou DJ ‘s parera1dap s19sse PAXI] A1V 'Y “0¢
(8L1) ¢pasopsip pasn
o ¢ "ou DJ "SIk poyswr Sunsod £10JusAUl Y ST "6Z
¢sasodand xe) 10§ pannuiad
*SIUSWIWOY) 99§ SpoYIaW Swres Yyl A1y g
P € "ouNd 'S3K 1500 98e12Ay 2
-pasn ~ € "ou DJ "sx ¢(O4I7) mo-181 ‘U-IsE ¢
aq Aewr QIT UBY) I3MO] J0U ” g ouDd "sA ¢(Od14) I0-1s11J ‘UL-Is1L] D
junowe ue ur unnsar poylaw (84,1) :sasodand
1oy30 Lue 1nq ‘sesodind xey 10§ Bupaodair 10y panruriad
pardope L[ensn st QAT "9°V8Z spoyioul 102 SUIMO[[0] 231 21V 'V ‘83
épapnpour peaylraao
£1010%] [[€ JO 2XEYS J[qEIO[[E
” G ‘ou D 'sIX ue st ‘sak ST °2 0} Jomsue QY JI P
- € 'ou D "$Ix {peayaaa0 L1008 2
” g rouDd 's3x éloqe] a1( g
” g "ouDd 'K S[ena1e 0
(841) :apnput
sasoduand L10jusaur 10 1500 5900 °/g
~ € OU Dd "saX ¢PIsSOPISIp siseq Iy} S| “D
¢paress A101uaAul st Moy ‘10U JT g
(8LY) ¢(anfea ajqezjeas
13U 10) 19¥JeW IO 180D JO
- ¢ 'ou DJ ‘S3X  I19MO[ 9y 1B PaJels AIOWSAUL S] 'V "QZ
sjuswwo)  auo( ondelq 20mdRI JUSWIDUNOUOIJ so[dpung Sununody
10N Arourpy JuBUIWOPaI] [euoIssajory pardaooy Ajfeisusg g0
10 JUSWIUIIA0G
£q paxmbay

78



“SIU2WWO0D
‘3¢ uonsanb 335 "gvgg

‘syusuraainbax

2InSOPSIP 10J £ "OU SV 998
-panurrad are sasesd] Suneiado
Auo ‘sasodand xey 10 "g'vze

h.m ‘sou DJ ‘Sax

LG "s0U DJ 'Sk

L1 0u QY] 'sax

LT0u SV 'sox

$ "ou DJ "s9x

¥ ‘ouDg sk
¥ ou DJ ‘S3X

¥ ‘ou DJ "SI

¥ rou D "Ssx

(50Q) ¢saniIqeY IUaLIND JO
UONESID 31Y) IO SIISSE TUILIND
Jo asn ay1 axinbax 01 paadxo
j0U st nonepinby ssoym

3501} SANNIGEI[ JUSLINDUOU 1Y Y

(509) ¢pa1uasaxd sanpiqer] JuaLIND
10 {2103 B Y}IM SUOTJRDFJISSEe]D
JUILINOUOU PUE JUSLIND

ojur patedoxdas saniqer| a1y

‘syusurambal
SINSOPSIP pue ‘9sea] Jo
ad £y “erraawd a3 Is1[ ‘08 31 g
(o1
¢99883] pUR 10SSI] Y3 10] $IsLI]
Sunerado ueys 1ay30 se s95EI]
Buikyissep 103 15T%9 BLISILD O Y
‘siupwraxmbaur ansopsip
pue LI 343 I81] ‘08 JT g
(0177) ¢sosea) Sunerado se sasea]
Buikyissed 103 ISTXD BLIAILD O 'V

<N
U1 10 $1958€ JO ssep Jofewr 4q
I3213 ‘uonenaxdop parenunody p
isassep
19sse Jofew ay3 10§ uonenaidap
andwod 031 pasn spoyIow Y I, 2
¢s1asse ajqenaxdap
Jo sassep 1ofew jo sadueeq ‘¢
¢porrad
a3 1oy asuadxos uonenarda(q v
(0¥Q) :JO Spew $2INSOISIP A1y

{pasn Junodde uonenaidap
pajenuwnode ue st ‘os J1 'g

'qg

45

K4

‘16

79



“1x21 93 Jo g/ ydeadered
pue [] ‘0U SVT 33§ "dLE

-

”

”

-

”

”

-

rd

”

rd
SIUSWWON) auo(q 2omdeId sonoeld
10N Aurourpy JUBUIWOP3Lg

6 "'OU SVT 'S3X
6 '0U SVT 'S9X

60U SV "S3X

[T "ou SV 'saf
G "ou DJ 'S

G ‘ou D ‘S°X
G 'ou D 'sox
G ‘ou Dd 'SIX
G ‘'ou Dd "SI
G "ou Dd "S9A

JUSWDUNOUOIJ
[euOISS2J01J
10 JUSWITLIIA0)
Aq pannbay

(09d)
¢paLIndUr usyMm asuadxa o1

paSieyd s1502 Juswdoaaap a1y
¢PISOPSIP §IS0D YoNs A1y

(0GY) épa11nour uaym asuadxa
01 paSreyd $1500 Yoxeasa1 a1y

épasn aq

01 poyIdw 3Y) SWuIULINEP
J10J BLISILID Y3 218 1BYM ‘OS J[
(#00) ¢pasn

spoyiaw 1enuod-pais[dwod
pue uonadwod-jo-a8ejuadtad
a3 axe ‘spenuod ad4y
~uonONNSuod ur-3uof 104
¢SUONDLIISAI PUSPIAIQ
¢siudwaambal

rendes Suryiom wnururpy
¢1qop 2oNP3I 07 SHUBUIACD
¢[eI1212][0 st padpard s1essy
ésanLInIe

¢59%R1 152191U]

SR Y

‘D

(g "oN

s1daouon Sununosdy enueul]
JO JUSWEIS PUE §GD)) :JO dpewl
axnsopsip st ‘oyqeded sajou 104

¢pauyap sanipiqen
JU2LINDUOU I8 MOY J0U J]

d

AY

9¢

so[dpurrg Sununoddy
pa1danoy A[e1ausn ‘g

80



*sa10u 31 ul pasmbai

5t 1Nq JUSWIILIS SWOdUL Y}

ut pannbai 10u st 2INSOPSIP 2
W21 10 "TUIWSIEIS SUIOIUL Y}
Jo suyj arexedas e uo parensnyf
A|rensn axe ¢ pue » swA "ggH

"A1eUTPIOBIIXD SB

PaleaI) a1e s ATRUIPIORIIXD
103 BLISNID "G 399U J0U
PInoM 1Y) Sua4d ‘A[e1] U] "Vgb

1\

\ )

G ‘'ou Dd "s9x

3 ouDd sk
G ‘ou Od "S9X

G 'ou Dd 's3x

g "ou nd ‘sax
6 '0U SV 'SaX

"SWIN 353y} Jo uoneyuasald
JUSWIILIS [EDURUY Y] NeANpU] *g
(611) ¢ssautsnq
® Jo Juawdas ® Jo resodsiy 2
(331) ¢swan AreurpIoenxo se
PaYIsse[d 10U suondesuer)
10 SJUSAD [BLISIER ¢
(2 11) ¢swan Arewipioenxy ‘v
—u10§ paxinbaz sainsopsip a1y Y gy

(gen
¢osuadxa 10 suwrodut o Jusuoduwod

Sreredas e se uMoys (AIeurpIoenxa
SE UONEIYISSE[D 10 BLIDILID
SY3 193W 10U Op SNyl pue) yioq jou
1nq Apuanbaiyur 1mdoo 03 padadxa
J0 2INJeU Ul [ensnun JIe Jeyl
SUONJESUL) IO SJUIAI [ELIdJEW 1Y 1§
JBLIIILID 31} 2Xe Jeym 10U JI g
(L1D) ek
UT ISTX3 SWIN AIBUIPIOBIIXD
Suldynuapr 10§ BLISILD TE[IUIS
0(] "2AnINJ 3[qEeIISIIOY Y Ul
1nd31 01 pa123dxa 3q A[qeuosear
10U prnom eyl adfy ay1 Jo
21 pue INIEY UI [ENSNUN 318
A5y udsym swaN AreurpIoeIxa
SE JUSWIDILIS SWOdUT I3
w pajussaxd e suonpesuen
PUE S1UA43 S SYP UL VY 0
SPISOPISIP §1S00 Yons A1y g

81



‘pamoj[oj jou A[[erousl
Sununoooe xe1 paLIdYa(Q "VIF

uorsuad amua asopsKy “giy

£q pazijenioe J0u Inq ‘papunjun
21e SONIUWSPUI DUIAIS "gEF

”
-
re
“Kupqey
-1
-Arenoe a3
”
-1
SJUAWWOY)  JUO( onoRIg Qomead
10N fyuourpy JUBUIUOPAIJ

G "ou SVJ 'sax

81 '0U GV 'SaX

GI "'0U SVT 'SoA

[, 'ou Dd 'S9X

L "ouDd "sax

£, 70U Dd ‘S9A

JUSUIDUNOUOIJ
[eUOISSaJO.I]

10 JUSWILISAOS)
£q paxmbay

(¥31) ¢pareurduo

9DUDIDJJIP 2Y3 SWN Y3 Ik 193]
uf s91el Xe] JO Siseq Y} Uo
PAUIULISIOP $IXE] PALIDJIP 31y
¢BLINLID 3 oI

JBYM “BLIDILID UTEIdD Sunssw
$90UDI2JJIp Surwin asoy) 103 Ajuo
papraoad axe soxe: pardjap Ji
(e ureyrsd Sunasw asoy)

. Aquo 03 pasoddo se) saduaiagjip

Surun [re 103 papraoxd

SOXE] POLIdJOP 3IE ‘OS J]

(#21) é(sadua1a331p

jusueursad o1 pasoddo se)
$35U2123J1p Surn 10j PapL031
$3XE) SWODUI PIIIBJOP

aJe ‘I3JJIp 2WODUI J[qeXEe)

pue dwodur ununodde UIYM

‘WYl I8T ‘os I1
(1d) ¢suerd uorsuad 01 Sunejax
paxmbazi sarmsopsip oynads a1y

¢uondaoug s,ueyd a3 01 Jo11d
s1e3£ 01 Pasn poyIduU [ELIBNIOE
3y 1opun paudisse §1s0D 10y
sa8xeyd apupur 491 op ‘os J1
(51d) uswdojduis Jo wa
313 1240 s2340]dwd PaLsa0d
103 papiaoid sisod uotsuad a1y

'V 9%

'd

V Osv

sordpully ununony
pa1danoy Aqersuag g

82



*31€1 JUD1IND Y] Je paje[suer)
a1 SaLIBIPISqNS UZIAIO] "0G

“me[ q
Pamoj[e Jou sydeqALIed ssO] "YeF

PIsOISIp 3q 031 Os[e
3I¢ UOTIE[21 [EnSNUN 3Y) 10§
SUOSED1 oY ], 'S3XE} SWI0OUl pue
$9XE] 210J9q SWODUT UIIMIIQ
UONR[3I [ENSnUN UE St 913

3t paxmbau st asopsiq gV LF

1g "ou SVI "s3)

13 '0U GV] "Sox

ON

Gl '0u VT 'sax

‘oN

ON

(09:1) ¢sa1e1 a8ueyoxa
JUILIND Je PIL[SULI] SJUSWINEL]S
[eIDUBUY JO STUSWIDD [[& 1Y

(094) ¢sarexado Linus oy

YOIYM U JUSUILOIAUD JIWOU0ID
Arewrad o Jo AouaLind oy ur
paanseaws sasodind uonepiosuod
10y pasedaxd Linus uSs10y

® JO SJUIWISILIS [EIDUBUY Iy

¢pazirear porad oY) ur swodur

913 Ul papN[UI pIemIojLiied
SSO[ ® JO S103}J2 X&) 33 21 ‘08 J]

(Lg1)

¢PIBMIOJ DILLIED 3] O} PIMO[[E

wInjal Xel SWodul 3y} Uo
paixodar sasso Sunerado a1y -y

¢porzad ay3 w1 swoour oy

Ul papnOUI pIEMIOJALIED SSO
B JO S103]J3 Xe) 91 Mk ‘08 JT ‘g

(48D ¢sporrad arpres o

PIemoeq PILLIED 3q O} PIMO[[E

UINJaI X2} JWOIUL 3Y) Uo
parxodas sassof Sunesado axy v

‘syuowaambar oy Is1f ‘os 31 g

(831) ¢pasopsip
3q 031 paxnbaa saxe) swoour 03
pasepal uoneuriojur oywads sy 'y

¢SIseq 1eym U0 ‘10U JI ‘g

04

6%

Ly

83



911 JUSLIND Y3 JO 95N 217 JI MBI
[BO1103STY “siSeq JTeWdIsAS € Uo
PAZNIouIE 3q 01 SISSO[ PIzI[eaIun
JO [eL19)9p s yons ‘d[qeidoode

S1 SPOYIaW JO A19LIEA € SIIIGE]]
puE s39sse uLIdl-3uo] 103 IIym
‘WLI)-)I0YS SOULIND UJ1910]

ur sojqeded pue s3[qeAIDaI 10
3)el JUL.LIMD 3 JO Isn armbalr
spaepuess 252y |, “uoissajoxd

a3 4q Aqrrezodway paydaooe
Buraq are yoym ‘sprepuels

UMO $J1 Panss] Sey JUSWUISA03
uerrel] ay. I, ‘(Mou jo se jjerp

ul SI pIBPUE]s 9UO) sUoidesue)
Aousaind uda1o] pue Uone[sUBL
Kouarind udzioy Surureouod
pansst 194 piepuess Sununoie
UBI[E)] OU ST I, ‘G VES

”

~

13 "0U SVT "S9K

1 "OU SV "S3X

[ "ou SVT "$9X

1¢ 'ou SV 'S

12 "0U SV "SoX

SIUDWUION)

ERIERIEE |
JUBUTWOP31]

JUIWIDUNOUOIJ
[euoISS3JOIJ
10 JUIWIUISAOD)
£q paxmbay

$S910U JO STUDWIILIS

[eUEUY 3Y3 ur pasopstp poriad
313 10§ SWOoDUI 32U SUTUITINIP
ur papunput ssof 1o ured
uonoesuex aedardde oy sy
(094) ¢sa8ueyd 2ex

28ueydxa 9 Yorym ur potrad
33 10§ dwodur 32U SurunuINSp
ur papnpur ‘sarerado Anua

9Y) YDIYM UI JUSUIUOIIAUD )
30 1B UeY} I9Y10 ADUSLIND B Ul
PojRUILIOUIP ‘SUOTIDBSURT) WIOL]
Sunynsax sasso| pue sured ary

¢swsunsnlpe

uonesuen o} Sunepa Anbs
S1apoyyoois Jo juauodwod Y3
ur porrad a3 Suninp sadueyd
3y jo sisf[eue ue 91911 S|
¢pazieal prewmn

mun Lumba s1apioyyoors

30 1usuodwos aeredas

€ Ul pajenuinoe £3ys a1y

(094) éArexedas pariodas
syuswIsn{pe UONB[SUEI] 31y

d

'V ¢4

sspdpulrg ununoxmy
pardamny Ajersusg "gn

84



SUON °L§

*SJUIWATEIS
[eIDUBUL UO 1D3]J9 puE pajdajje
SWIIN ‘SUONDLISAI JO S[IeI2( "GG

“JUDWSIEIS

awodut 3y 03 (wr)-Juoy)

$9SSO[ pue sured pazieaiun

I1e 3o Suwireyd oy Jo ‘ured
pazijearun ue Jnoqe Suriq pnom
sanI[iqel| 1o sjasse wial-Suoy 10§

L ouDd s

1¢ 'ou V] 'SX

‘sprepuess ‘g'n) Surpuodsariod
ou aIe 319y} YoIyM 10§ Anunod
1nof 10y spiepuels ue Is1| 9seald

¢0131313 $210U 10 SIUIWNEIS
[eDURUY SY) U PIIIIYI P
139ys adue|eq a3 o1 Jusnbasqns
Sursire sjuaas Juedyrudis a1y

¢SUOTPLISA AduarInd usa10y Jnoqe
PISOSIp ST UONBULIOJUT JBYM

(09.0) ¢uonoesuen

P21E[21 9] Ul papnpoul pue
PALISJOP TUAUNIWWOD ADUILIND
uSra10j ® 98pay 03 papuarur
aIe Jer) suondesue) A>uUs1Ind
u81a10] UO $3550] 10 sureS ary

LS

‘99

‘a4

85






Bibliography

The information in this booklet was compiled from many sources in Italy.

Significant references follow.

¢ Auditing standards and accounting statements issued by the account-
ing profession

e Jtalian Civil Code

e Regulations of the Commissione Nazionale per le Societa e la Borsa
(Consob)
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TECHNICAL HOTLINE ‘f

The AICPA Technical Information Service answers
inquiries about specific audit or accounting problems.

Call Toll Free

(800) 223-4158 (Except New York)
(800) 522-5430 (New York Only)

This service is free to AICPA members.
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