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Editorial

Power stations, gas pipelines, electricity cables, substations: the list goes on. The tangible assets are the 
lifeblood for the Energy & Utilities industry, but in such a complex industry also the intangible assets 
such as data, brand, innovation and human capital are of a paramount importance.

One of the aspects that in this industry distinguishes a successful player from the others is the ability to 
better manage the available assets. 

The fourth issue of the newsletter Think4Energy focuses on the importance of the assets, paying 
a particular attention to some of them, for which a long-term sound management by the utilities 
companies can be a discriminating factor: the fixed assets, the sales network, the customers; this issue 
aims at examining potential problems and identifying some of the current trends in the industry.

This issue opens with an article on the strategic management of the “physical” assets. The article draws 
on a round table recently organized by PwC in Rome, with the suggestive title: “Asset gain or drain”, 
with senior executives and international experts who met to examine the challenges to be faced in 
the coming years concerning the strategic management of assets. Starting from this opportunity for 
discussion, we examined approaches, models and best practices of interest to the industry.

The second contribution deals with the theme of the reorganization in the gas distribution market, 
which will have a significant impact in redefining roles, strategies and industry players, regardless of 
their size and weight. In a recent study conducted by PwC, whose synthesis is reported in the article, 
we highlighted the reasons why we should expect in the next two years several deals, some of them 
of a limited size, which should in fact anticipate the concentration phenomenon provided for by the 
legislator with the industry reform. 

Follows a series of thoughts on the importance of better tackling the behaviours and skills of direct 
and indirect sales networks: not only selling more but also selling better, and respecting the rules 
of business conduct, strengthens the brand reputation and the relationship with customers, and 
this latter topic is at the top of the agenda of the Italian business leaders. This article analyses the 
main trends in the industry with regard to the programs devoted at addressing and developing the 
commercial networks’ human capital.

The issue ends with a focus on retail credit management: the current environment makes it 
increasingly difficult to ensure a timely collection, with a clear impact on the cash flows of the 
companies operating in this industry, which makes it ever more crucial to manage in a structured way 
the credit collection process. The article provides a short review of some guidelines that may help 
improve this important aspect of business management.

Giovanni Poggio
Italian Energy, Utilities & Mining Leader 
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Increasing performance and reducing 
costs, new challenges in asset management 
for the Power & Utility industry  
Donato Camporeale
Risk Executive Director

Over the past few years, with the 
continuing economic crisis, many 
companies operating in capital intensive 
industrial segments, have embarked on 
programs and initiatives designed to 
maximize the utilization rate of their 
facilities and at the same time increase 
the current return on investments. 
Another factor which is influencing the 
strategic choices in Asset Management 
is represented by the organizational and 
structural changes underway; indeed 
several extraordinary activities, in some 
instances quite significant, have recently 
involved certain large energy groups in 
Italy.

New Approaches to Asset Management   

In order to understand the challenges that the industry is facing in the 
coming years, PwC has organized a round-table in Rome last May, with the 
suggestive title: “Asset gain or drain”.

More than forty senior executives and experts from fourteen countries 
attended the event. 

The contributions of the operators in the Gas and Power segments proved to 
be very interesting, since they testified directly that the asset management 
issue no longer affects exclusively the maintenance or the operating 
activities, rather it now involves the entire business management.
The new approaches to the Asset Management developed by the companies, 
in addition to confirming a clear break with the past, have shown many 
common aspects. 

All models, for example, are based on the measurement of the risk value 
(risk-based approach, increasingly of a quantitative-probabilistic nature), 
and are defined with the aim of improving the integration of processes, 
organization and systems, and are designed to ensure a better alignment 
between business goals and operational targets. 

However, several are the reasons that led these companies to embark on 
major projects to review planning and asset management; in some cases it 
was the need to give a concrete answer to the stakeholders in the face of 
very serious events, while in other cases it was the need to renew quite old 
infrastructures, or the need to align and integrate the management of the 
assets portfolio in the face of new acquisitions. 
 

Integrity of the assets and competitive edge

In the near future, Power & Utility companies will be involved in the 
definition of new strategies for Asset Management.

It is clear that ensuring the integrity of their own assets over the entire life 
cycle can be an opportunity. 
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Having reliable assets and flexible management models 
enables to better follow the evolution of business scenarios: 
responding quickly to new market trends, and anticipating 
any signs of change can be the key to success in an 
environment where demand and profit as a whole, although 
not consistently, significantly reduced compared to the past.
It is no wonder that industry leaders have implemented 
programs and plans for the reduction of “asset-cost” and 
the maximization of return on investment based on the 
identification and assessment of the operational risks.

The introduction of risk-based decision making models 
applied to the management of assets, in fact, allows on 
one side to concentrate resources on technologies, plants 
or components that have the greatest impact on the 
business, and on the other side to create assessment systems 
that integrate business performance with operational 
performance (Asset Performance Management).

The need to maximize the return on investment (corporate 
target), for example, requires a joint effort between areas 
that traditionally have different goals such as maintenance 
(availability of plants) and operation (utilization of plants). 

Figure 1 - The value perception of Asset management 
changes: from a necessary cost-centre to a strategic function 
for the business.

Figure 2 - Scope of application of the standard PAS55

Making the different areas communicate and cooperate “around the 
asset” is just one of the most significant benefits of this approach.
 (Figure1)

Enterprise Asset Management: models and best practices 
to support companies

Making a structured system for asset management based on the 
analysis of the operational risks, is now made easier by a rather 
recent standard, ISO55000 (formerly PAS55), which defines, thanks 
to the collection and analysis of the experience matured by many 
asset-intensive companies, the principles and the instruments to 
implement systems of Enterprise Asset Management.

The standard, which is certifiable, is a milestone for many industries. 
In particular, the Power & Utility companies, especially in the Anglo-
Saxon countries and in Northern Europe, were among the first to 
adopt this model (Figure 2).    

The benefits resulting from the application of the standard 
ISO55000/PAS55, or other models derived from it, span beyond the 
corporate boundaries. Indeed, effectively and efficiently managing 
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its own assets provides concrete answers to the growing 
demands for transparency that stakeholders and regulators 
pose to companies regarding the management of their 
operations, and which concern, in general, the integration 
of the industrial complex in the territory (economic value 
generated, environmental protection, health and safety of 
people).

The experience and maturity of companies deeply affect 
the operating approach to be used during the introduction 
of Enterprise Asset Management. Immediately identifying 
the objectives to be achieved, relying on a number of key 
elements, enables to accelerate the implementation of the 
standard ISO55000/PAS55 (optimization of resources 
needed and reduction of development time)(Figure3).

A recent survey conducted by PwC, in seventy-two countries
around the world, has shown that in respect of the expected
increase in demand for energy, a series of “big issues” are
still far from being resolved: the difficulty in finding capital
to finance investments, the ability to ensure access to energy
to large groups of people (the current situation of “fuel
poverty” is worrisome) and the security of supply (in view of

the increase in blackouts and the need to modernize power
generation, transmission and distribution plants) are some
of the most important.

Taking a remark by David Etheridge, leader of Power & Utility 
PwC USA, we can really say that “the assets are the lifeblood of 
this industry.”

The companies with clear Asset Management policies, 
supported by effective management models will be more 
prepared than others in dealing with the new market scenarios. 
They will be able, for instance, to better define the targets in 
relation to the existing assets (control and reduction of costs 
and/or increase in the utilization rates) as well as identify, 
among the available technologies and players operating in the 
market, the best strategic options to broaden the business areas 
and integrate their own portfolio of assets.

Figure 3: Key elements to support the implementation of the Enterprise Asset Management systems (PwC experience) 
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Tavola 1: Sintesi dei principali punti emersi nel corso della tavola rotonda dedicata al settore  Power & Utility

Review

A summary of the important points emerging from the
roundtable discussion:

1  Power and utilities companies are gaining significant benefits from addressing gaps
 and opportunities in their enterprise asset management (EAM) systems.

2  Effective and efficient enterprise asset management is a vital bedrock for
 addressing the safety, asset maintenance and renewal, and capital investment
 challenges facing companies.

3 Many companies are deciding to pursue PAS55 certification while others are
 deciding not to seek formal certification but are finding the PAS55 framework
 useful as part of their approach to EAM.

4  Developing a common risk management language thorughout the organisation is
 all-important and was highlighted as a key priority by many companies.

5  EAM performance improvements is important for improved investment decision
 making, through whole life costing approaches, investment optimisation and
 greater deployment of decision support tools.

6  Increased efficiency in asset management, potential for cost reduction identified,
 improved asset performance, improved contractor and direct labour management.

7  Taking an expanded view of assets is important, looking beyond the physical
 portfolio to consider the outside environment, your workforce, suppliers, 

subcontractors and everything that could be associated with introducing risk in 
how you manage those assets.

8  PAS55 is proving useful in the dialogue with the regulator, demonstrating legal,
 regulatory and statutory compliance through evidence in the form of controlled
 and systematic processes.

9  Data is important but people are everything. It’s important to create awareness
 that everyone in the organisation has a contributory roleto play in an effective
 asset management system, instilling a sense of purpose, ownership and direction.

10  Companies at the roundtable reported that their EAM projects can be helpful in
 addressing silo mentalities and developing greater consistency, cohesion and a
 “one team” perspective in managing risk.
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Regulatory changes and impacts on the 
development strategy for gas distribution 
operators 
Towards a new perspective on asset management

Gianpaolo Chimenti
Director Energy Utilities & Mining
Strategy Group

Gas distribution is bound to face radical changes and new Gas 
distribution is bound to face radical changes and new challenges 
as a result of the regulatory reorganization completed at the end 
of January 2012, with the publication of the decree containing 
the tender criteria for the award of the territorial concessions. 
The aim of the Legislator was to facilitate a process of market 
concentration in order to make it more efficient by achieving 
operating and management synergies which today have yet 
to be realized due to the high territorial fragmentation of the 
concessions. 

Indeed, we will move from the existing more than 7,000 
distribution concessions, with an average basin of 2,300 users, to 
the prospective 177 sub-provincial concessions with an average 
of over 115,000 users. 

In particular, as shown by a recent study by PwC, we will move 
from a market system characterized by the current 230 players, 
mostly publicly owned (former municipal companies also active 
in the gas and electricity retail activity), to no more than 50 
players. 

This organizational change is the natural consequence of the 
joint provision by the Legislator as regards the main criteria for 
participation and award of new tenders.

In particular, based on the main criterion of economic and financial 
eligibility for participation in tenders, suitable subjects are the 
distributors who have developed a sales volume of at least 50% of 
the regulated revenues related to the object of the tender, even if the 
turnover is made from concessions outside  the tender territory (in 
other words, the player, especially in the case of a local operator, 
should have a market share of 50% in the relevant territory).

The second  criterion moves in the same direction by giving 
to the technical project about 70% of the total score and thus 
going to favour the ability to prepare an adequate technical 
and industrial project that only those players who are already 
significantly active in the perimeter of the new tender territories 
will be able to draw.

An analysis conducted by PwC on this market shows that in 
118 new tender territories there is already a market leader who 
serves an average of 75% of total users; in the remaining 59 
territories, characterized by a greater fragmentation, there is 
still a leader serving on average 40% of total users, often with a 
strong local presence, and some smaller sized players. 

In substance, even assuming that the territory’s leading players 
will be awarded the tenders, around 180 players are destined 
to exit the market. These are the so-called marginal players 
characterized by a very tiny market share and their divestment is 
expected to occur significantly before the tenders, i.e. in the next 
24 months.

Which strategies are going to characterize the reorganization of 
this industry ?

The large national players now present in numerous and 
fragmented territories should rationalize their portfolio and their 
territorial presence, by identifying investment opportunities 
in the territories where they are more active, by acquiring the 
existing marginal players in the pre-tender phase. At the same 
time, they should tend to exit the non-strategic territories, thus 
funding the potential acquisitions.

The major former municipal companies should instead pursue 
a strategy of consolidation in their historic territories and 
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opportunistically evaluate any growth option in geographically 
adjacent territories if characterized by a high fragmentation and 
likely to be subject to consolidation.

Which are the prospects for the smaller players in the business of 
gas distribution?

The smaller players, i.e. the small-medium distributors, 
characterized by a significant local presence but not endowed 
with the financial and economic requirements for autonomous 
participation in the tender, will need to consider whether to 
develop a partnership strategy (which is possible only if they 
are active in competitively fragmented territories) to stay in the 
business or alternatively exit the distribution business and sell 
their own assets to the interested parties; it is unlikely that they 
will wait for the tenders as an exit strategy. 

The Municipalities that own small and medium sized multi-
utilities know very well the strategic value of the network 
business and the prospects of the retail business.

The current orientation, when they are active in the distribution 
business with uncertain going concern prospects, follows a 
twofold direction:

• pursuit of alliances and partnerships  in the distribution 
business in order to maintain a presence at local and 
community level. The network business for its regulated 
features (guaranteed remuneration and tariff certainty) is 
considered more akin to the nature of local government; 
furthermore, the gas distribution actually represents 
and fully justifies the public role of the Municipality in 
the local economy since through the protection of the 
quality and safety standards and the provision of the 
technical support in the territory (emergency), it actually 
guarantees a service for the protection and to the benefit 
of the community it serves;

• complete transfer or research of industrial partnerships 
in the free market retail business, where the service to 
the community is increasingly assuming the features of a 
commodity with the exception of the proximity and the 
localisation of the support relationship; the latter, which 
for the end user is merely administrative rather than 

technical, can be guaranteed through its explicit provision 
in the joining rules of the industrial partner (rules of 
governance/shareholder agreements/terms providing for 
the maintenance of the local support centres).

However, it is important to point out that the smaller players, 
even though they do not meet the economic and financial 
requirements for independent participation, consider today 
as a strategic priority option the possibility of establishing 
distribution partnerships with the major national players 
interested in expanding their own basin of presence and/or with 
other local players; the strategic option of (early) exit from the 
business is considered as a solution of last resort only in case of 
lack of possible partnerships.

Consequently, although the first tenders probably will not take 
place before 2014, the search for local partnerships is also the key 



10 | Think4Energy

strategic option for the main players and the large aggregations 
of former municipal companies, interested in evaluating any 
concrete opportunity to expand, through partnerships, their own 
basin of future presence.

What kind of new players will be able to financially support the 
growth of the gas distribution players?

The decline of incentivized investments in renewables has 
significantly contributed to steer the attention of the major 
Infrastructural Funds in the gas distribution sector; indeed, the 
regulated characteristics of the gas distribution business and the 
number of existing players make the industrial consolidation and 
growth path attractive also for external financing parties.

The basic conditions of financial attractiveness (investment 
needs) for the Infrastructural Funds appear to be met thanks to 
the characteristics of the gas distribution, in particular:

• Profitability and guaranteed and stable return on 
investment: gas distribution is a business with a stable 
regulatory framework and predictable profitability, 
expected cash flows and IRR of the investment;

• Commitment and timing for the provision of the financial 
resources: the participation together with a distribution 
player to the territorial tenders allows investors to plan 
and define the financial dimension of the strategy in line 
with the recognized commitment (maximum expected 
investment) which will be required in a defined time 
horizon (the period of the planned tenders) and will turn 
into an actual loan only if the tender is awarded, in order 
to liquidate the outgoing player.

• Planned way out and defined/definable realizable value: the 
territorial tenders will have a duration (12 years) in line 
with the average investment of the Infrastructural Funds 

by defining the value of the way out (liquidation value at 
the end of the concession) already known (at least in its 
criteria) when the concession is awarded (RAB at the end 
of the concession).

However, the above-listed conditions which make the deal 
attractive under a financial point of view, are necessary but not 
sufficient. Indeed three key industrial requirements (pillars) 
have to be met by the potential operating partner:

• High managerial level: i.e. presence of an industrial 
management entrusted to a BoD capable of expressing 
independent lines of development in relation to public 
ownership; 

• Consolidated operating capacity: i.e. management of 
the complexity of a business which extends beyond the 
provincial boundaries and operates with a client-base 
whose size is already significant; 

• Concrete and attainable industrial expansion plan: possible 
if you are willing to operate in a territorial context 
with a potential to grow, characterized by competitive 
fragmentation with several options for consolidation 
(partnership/acquisition) that might be successfully 
pursued.

Conclusions

The reorganization of the sector inevitably involves the 
redefinition of roles and players in the industry chain regardless 
of their size and weight in the business.
For these reasons, PwC, expects that in the next 24 months 
numerous deals will be concluded, which although of a limited 
size, will in fact anticipate the concentration process promoted 
by the Legislator through the reform of the sector.
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Energy to the human capital of the sales 
networks
Evolving trends in the human capital development 
programs for the commercial networks

Francesco Pimpinelli
Consulting Associate Partner

The increasing competitiveness of the Energy 
& Utilities sector requires an effective, 
proactive and professional commercial 
approach to the market. Appropriately 
addressing the organizational behaviours 
of the commercial networks is crucial not 
only for the achievement of the defined 
quantitative targets, but also to ensure 
the quality of the relationship with the 
Customers which in turn broadly affects the 
same image of the brand. Strengthening 
the relationship with customers is in fact at 
the top of the agenda of the Italian business 
leaders, as shown by the 15th PwC Global 
CEO Survey (http://www.pwc.com/it/it/
publications/15th-ceosurvey-italy.jhtml).

In view of the above, it is important to invest 
consistently on skills development programs 
for the resources that make up the sales 
networks, whether direct or indirect, and 
address their behaviour towards defined 
models (“role model”).

The skills to address and develop during 
these programs are very different if we 
compare B2B and B2C vendors. In B2B, for 
example, the ability of preliminary analysis 
of the target, listening and interpreting the 
context, strongly affects the performance, 
while in B2C being pro-active and capable 
of resisting the “refusal” stress are far more 
important.

In Italy, already in the years 2007-2008, 
some of the main Energy players launched 
significant programs for the recruitment, 
training and development of the human 
capital of the commercial networks, with 
predominant focus on B2B.

Nowadays though, the general and ever-
growing attention to the consumer world 
poses new challenges for the Energy 
companies addressing this segment, mostly 
through indirect networks.

In this scenario, today in Italy in the Energy 
sector we can observe a phenomenon 
similar to the one which characterized the 
Telecom sector 7 or 8 years ago, when the 
human resources development programs 
for the commercial networks in some cases 
represented a meeting point between 
“parent companies” and “self-employed 
agents” united by the same basic goals: 
selling more and better.

It is worth noting that these programs 
tend gradually to overcome the traditional 
“training - learning assessment” scheme 
and have elements of similarity with 
the loyalty programs whose rules for 
participation are gradually becoming more 
sophisticated, affecting the vendors’ status, 
both in terms of quantity and quality.

When presenting these features, the 
relevant programs are also referred to 
as “certification of competence” (cfr.
Figure) and are carried out through 
an integrated system of assessments 
for understanding the compliance of 
each vendor with a reference model. In 
these programs, certified vendors can 
enjoy specific tangible and intangible 
benefits, and their existence generates 
emulative behaviours.

In the certification programs involving 
vendors, for example, the key skills for 
successful sales (pro-activity, listening 
skills, and so on) are highlighted /
sought after together with the 
knowledge of the offering and the code 
of business conduct.

In terms of prospective scenarios it 
is reasonable to assume that among 
Energy & Utilities players, those 
who will be able to devise the most 
creative and reliable programs for the 
development of the human capital of 
the commercial networks, will achieve 
the largest competitive advantage.

In Italy, PwC has recently 
developed this type of programs 
to support the companies active 
in the Telecommunications, 
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Financial Services and Energy & 
Utilities sectors, assessing their 
main advantages in the field. In 
particular, we observed that in 
B2B these programs have been an 
important tool in order to attract, 
retain, motivate and enhance the 
profitability of the best vendors, and 
in the case of B2C they have been a 

strategic leverage for attracting and 
managing the best indirect sales 
structures.

In the future, and with particular 
reference to the Energy sector, it 
is reasonable to assume that the 
programs described above - suitably 
adapted - will be extended to other 

front-end resources (e.g. Call 
Centres - Support Desks) because, 
as highlighted by the magazine Il 
Mondo (13 July 2012), “the shake 
comes from competition ... those who 
will be able to provide services and 
keep customers, will win”.

Development of
a typical seller’s

profile

Technical and 
behavioral tests

Assessment of the 
individual profile

Feedback

Definition and update of the rules under the program of competencies certification

Internal/External communication to support the program and the brand

New training programs aimed at plugging the identified gaps
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The retail credit: a growing concern for 
Energy & Utilities companies 
Analysis of possible solutions

Avvocato Antonio Rabossi 
PwC Tax & Legal (TLS) 

Paola Guastella
Energy & Utilities Industry Team Driver

Last May, the National Institute of Statistics (Istat) published the 
2012 Country Report, confirming a sharp slow-down in Italy: 
in 2011, the deterioration of the international cycle, the high 
commodity prices and the negative impact of the sovereign debt 
crisis on families and companies resulted in a loss of momentum 
of the economic recovery in the Euro-zone. The situation further 
deteriorated during the year; all the main indicators are turning 
negative, pointing to a slowdown for 2012, in the region of 
2%: the decline in industrial production continues, the orders 
and the household consumption fall, with salaries still below 
inflation. 

To compensate for the decreased purchasing power (overall -5% 
from 2008 to 2011), households have reduced the propensity 
to save, bringing it to 8.8%, the lowest level since 1990; the 
negative trend in consumption is reflected on the retail sector, 
whose turnover continues tightening significantly (in May 2012: 
-2% over the previous year).

As regards payments, there is a sharp increase in defaults for any 
group of debtors and any trade sector in all the Italian regions 
(coupled with the parallel reduction in the risk appetite of the 
banking sector); looking at the figures for the first half of 2012, 
the Euler Hermes Report on missed payments shows a sharp 
deterioration in both the frequency and severity of defaults 
recorded (compared to the same period of last year). 

In this context, the Energy & Utility companies are experiencing 
a twofold phenomenon, with regards to the retail credits:

• on one hand, the increase in the rate of arrears: according 
to a recent report by the Italian Authority for Energy, 

among the private users the rate of arrears on utility bills 
stands at 10% to reach 19% when the contract is in the 
name of a small or medium enterprise;

• on the other hand, the increase in the incidence of the 
so called “energy tourism”: after a few bills are not paid, 
the consumer switches to another supllier, finding a 
new unconscious victim; before the technician in charge 
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intervenes to seal the electricity or the gas meter,  the 
first energy supplier is abandoned and it will hardly be 
able to recover its credit.

Along with such cyclical and exogenous factors, we have 
experienced that the companies’ difficulties may be due to 
the inadequacy of the instruments to manage retail credit. It 
is vital to adopt collection processes properly structured and 
promptly managed: indeed a timely management of past due 
credits would reduce the risk of non-recovery, which is known 
to increase with the ageing of the latter.

Therefore, what are the possible solutions that can be found? 

Based on our experience the main inputs for performance 
improvement for industry players can be summarized as 
follows:

1 Establish credit policies which are appropriate and 
customized (e.g. alarm thresholds, activation times 
of extra-judicial procedures and, possibly, judicial 
procedures, etc.). and review them periodically;

2 Transfer the policies into work-flows that are concrete, 
consistent and adequately supported by Informaton 
Technologies;

3 Consider the possibility of outsourcing the collection 
activities to a single entity (so-called “Master Legal”), 
capable of providing instruments, resources and skills 
adequate to face large volumes of cases, streamlining 
their management - thanks to an integrated and 

synergistic approach between the extra-judicial and the 
judicial debt recovery phases. 

This solution would allow significant savings on tariffs, in 
view of the economies of scale that would be achieved and 
would facilitate the entire internal credit management activity, 
thanks to the uniqueness of the reference entity (that would 
directly contractually bind and coordinate a network of 
correspondents able to ensure an adequate coverage of the 
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