
 
 

PRESS RELEASE 
 
With the application of IAS/IFRS accounting standards, the Energy and Telecom Cables and Systems activities 
of the Pirelli & C. SpA Group, whose sale was completed on 28 July 2005, have been treated as “discontinued 
operations” (activities that have been sold or are in the process of being sold) and are not therefore 
consolidated as operational components (Revenues, Ebitda, Ebit), but contribute solely to the net result after tax 
for the first six months of the year. For the purposes of homogeneous presentation, 2004 data have been treated 
in the same way  
 

THE BOARD OF DIRECTORS OF PIRELLI & C. SPA APPROVES 2005 FINANCIAL 
STATEMENTS: 

 
• THE GROUP CLOSES 2005 WITH DOUBLE DIGIT GROWTH OF THE 

MAIN ECONOMIC INDICATORS 
 
• PROPOSED DIVIDEND 0.0210 EUROS PER ORDINARY SHARE AND E 

0.0364 EUROS PER SAVINGS SHARE 
 

• PLAN TO FLOAT PIRELLI TYRE LAUNCHED  
 

PIRELLI & C. SPA GROUP 
 
• REVENUES: 4,546 MILLION EUROS FROM 3,967 MILLION IN 2004, AN 

INCREASE OF 14.6% (+9.5% ON LIKE-FOR-LIKE BASIS) 
 

• OPERATING INCOME: 355 MILLION EUROS (+32%), ROS 7 .8% 
COMPARED WITH 6.8% YEAR EARLIER 

 
• OPERATING PROFIT INCLUDING INCOME FROM EQUITY 

PARTICIPATIONS: 622 MILLION EUROS (+46.4% FROM 425 MILLION 
AT END 2004) 

 
• CONSOLIDATED NET PROFIT: 399 MILLION EUROS, AN INCREASE 

OF 31.3% FROM 304 MILLION IN 2004 
 

• ATTRIBUTABLE NET PROFIT: 327 MILLION EUROS, AN INCREASE 
OF 30.3% FROM 251 MILLION IN 2004 

 
• NET DEBT: TO 1,177 MILLION EUROS FROM 1,601 MILLION ON 31 

DECEMBER 2004 
 

PIRELLI TYRE 

• REVENUES: 3,633 MILLION EUROS, AN INCREASE OF 11.7% FROM 
2004 (+7.4% ON LIKE-FOR-LIKE BASIS)  
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• OPERATING PROFIT: 329 MILLION EUROS (+19.6%); ROS 9.1%: 
PROFITABILITY TARGET ACHIEVED 1 YEAR SOONER THAN 

INDICATED IN 3-YEAR PLAN 
 
• NET PROFIT: 198 MILLION EUROS (+18.6% COMPARED WITH 2004) 

 
PIRELLI BROADBAND SOLUTIONS 

 
• REVENUES: 112 MILLION EUROS, AN INCREASE OF 78% FROM 63 

MILLION ON 31 DECEMBER 2004 
 

PIRELLI RE 
 

• OPERATING PROFIT INCLUDING INCOME FROM EQUITY 
PARTICIPATIONS 186.1 MILLION EUROS (+40% FROM 2004); NET 

PROFIT 145.4 MILLION EUROS (+24%)  
 

OLIMPIA 
 

• PRO-QUOTA RESULT 152 MILLION EUROS, SHARPLY HIGHER THAN 
THE  6.6 MILLION OF 2004 

 
§ 

• THE GROUP EXPECTS FURTHER IMPROVEMENT IN 2006 RESULTS  
 
 

 
Milan, 13 March 2006 – The Board of Directors of Pirelli & C. SpA met today and 
approved full-year 2005 results . 
 
 

The Pirelli & C. SpA Group 
 
In 2005 the Pirelli & C. SpA Group successfully pursued its strategic focus on higher 
margin business, registering significant growth in all economic indicators. In particular, at 
the consolidated level the Group achieved, from the economic point of view, double digit 
growth in revenues (+14.6%), operating profit (+32%) and net profit (+31.3%) compared 
with the previous year and, from the point of view of the asset base, a significant reduction 
in net debt which, at the end of 2005, stood at  1,177 million euros, in part due to the 
positive effects of the disposal of the Cables  and Systems activities during the course of the 
year.  
 
In industrial activities, Pirelli Tyre  achieved excellent results in 2005 and  reached one 
year earlier the profitability target (ROS of 9%) set for 2006 in the 3-year plan, despite the 
increase in raw material costs. Revenues at the start-up Pirelli Broadband Solutions  also 
saw strong growth and included the first contributions from second generation p hotonics. 
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In the real estate sector, Pirelli RE closed the year with further improvement in results  
and launched its process of international expansion. 
 
At the consolidated level, Group revenues on 31 December 2005 amounted to 4,546 
million euros, an increase of 14.6% from 3,967 million euros in 2004 and with increases in 
all sectors of activity. On a like-fo r- like basis, and net of exchange rate variations and 
changes to the consolidation area, revenues rose 9.5%. 
 
EBITDA totalled 568 million euros (12.5% o n sales), an increase of 21% from 470 million 
euro s in 2004 (11.8% o n sales). 
 
The consolidated operating income  (EBIT) was 355 million euro s, an increase of 32% 
from 269 million in 2004 and with growth in all sectors of activity. The margin of 
profitability (ROS  or Return on Sales) at the consolidated level stood at 7.8%, a further 
increase from 6.8% in 2004.  
 
The results from participations , which include the evaluation by shareholders’ equity 
method of investments and dividends from other companies not consolidated, is positive 
267 million euros, compared with 156 million euros in 2004. In particular, the result of 
Olimpia was a positive 152 million euros (6.6 million euro s in 2004), due both to Telecom 
Italia’s improved results and the increase in the stake held by Pirelli compared to last year. 
This result was not impacted by the rectification by Olimpia of the value of Telecom Italia 
shares in its portfolio in that the transparent carrying value for Pirelli (approximately 4 euros 
per share) is however below that of Olimpia post- rectification (approximately 4.2 euro s per 
share). It should be noted that Olimpia’s financial statements, received in Group’s 
consolidated statements, is drawn up in accordance with IAS/IFRS accounting standards 
and includes a valuation of the Telecom Italia stake which uses the shareholders’ equity 
method. The results of the real estate sector company (Pirelli RE Group) are also included 
and were a positive 102 million euro s (94 million euros in 2004). 
 
The operating profit including income from equity  participations  was 622 million 
euro s, an increase of 46.4% from 425 million euros in 2004.  
 
The entry for financial charges and receipts records a negative balance of 144 million 
euro s (of which 64 million euros are linked to a fair-value evaluation of derivatives on 
Telecom Italia ordinary shares held by the Group ) compared with 121 million in 2004.  
 
The net profit on 31 December 2005 was 399 million euros, an increase  of 31.3% from 
304 million in 2004.  
 
The attributable net profit of Pirelli & C. SpA o n 31 December 2005 was a positive  327 
million euros (0.066 euros per share), an increase  of 30.3% compared with 251 million 
euro s in 2004 (0.065 euros per share). 
 
Consolidated shareholders’ equity totaled 5,614 million euro s, compared with 3,841 
million euros in 2004. Shareholders ’ equity attributable to Pirelli & C. SpA on 31 
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December 2005 stood at 5,205 million euros (0.979 euros per share), compared with 3,502 
million euros in 2004 (1.011 euros per share). 
 
Group net debt o n 31 December 2005 continued to decline, reaching 1,177 million euros 
compared with 1,236 million euros on 30 September 2005 and  1,601 million euros o n 31 
December 2004.  
 
In 2005, the Group maintained its priority commitment to research and technology, with 
investments in research and development of 174 million euros, approximately 3.8% of 
sales. 
 
Group headcount o n 31 December 2005 stood at 26,827 against 24,790 on 31 December 
2004 in a like-for-like basis , with an increase of 2,037 employees (of whom 381 with 
temporary contracts) mainly in Tyre activities and the result of volume growth and 
expansion into China and Romania.  
 
 
Pirelli Tyre 
 
Revenues on 31 December 2005 amounted to 3,633 million euro s, with an increase of 
11.7% compared with 3,253 million on 2004 (+7.4% on a like-for- like basis and net of 
exchange rate effects), due to the price/mix component and a confirmation of the continuing 
focus on the top-of-the-range segment. 
 
EBITDA was 518 million euro s (14.3% on sales), an increase of 14.6% from 452 million 
euro s in 2004.  
 
The operating income  amounted to 329 million euros, an increase of 19.6% from 275 
million euros on 31 December 2004, with a ROS o f 9.1%.  
 
The net profit (after financial charges of 34 million euros and fiscal charges of 97 million 
euro s) was a positive 198 million euros, an increase of 18.6% from 167 million euros in 
2004. 
 
The net financial position on 31 December 2005 was negative 237 million euro s compared 
with 214 million on 31 December 2004, including the 59 million euros impact of the joint-
venture in China.  
 
At end December 2005, the headcount was 23,673, including 2,958 with temporary 
contracts (on 31 December 2004 the headcount was 21,513, of whom 2,576 were 
temporary). 
 
In 2005, Pirelli Tyre reinforced the growth trend of 2004, reaching a higher rate of growth 
than the reference market in which it operates in terms of profitability. The excellent 
performance of 2005 was the result of a continued focus on the product mix, price increases 
and volume increases, which more than offset higher energy and raw material costs in the 
context of less-than-brilliant market demand. In the consumer segment (Cars and Moto) the 
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group saw a rise in volumes and sales, particularly in North America, and in the Premium 
segment there were improvements in all geographical area and for the Winter products in 
Europe. In the Industrial segment, 2005 saw a positive growth trend, especially in original 
equipment, and from the launch of truck radial production in Yanzhou, China, which will 
serve the Chinese market and also South East Asia and Australia. 
 
 
Pirelli Broadband Solutions 
 
Revenues on 31 December 2005 amounted to 112 million euros, with an increase of 78% 
from 63 million in 2004.  
 
EBITDA was negative 6.3 million euros, an improvement from negative 8 million in 2004.  
 
The operating income , while positive for broad band access activities, was impacted by 
start-up costs for second generation photonics products and  was overall negative 7 million  
euro s, an improvement from negative 8.4 million in 2004. 
 
The net profit on 31 December 2005 was negative  8 million euros, an improvement from 
negative 12 million in 2004. 
 
The net financial position was negative 7.2 million euros. 
 
On 31 December 2005, the headcount was 122 compared with 79 on 31 December 2004. 
 
In 2005, Pirelli Broadband Solutions achieved a significant increase in revenues compared 
with the previous year, due mainly to broadband access products (in particular ADSL), 
which continue to confirm positive prospects for development in Italy and abroad , and the 
launch of second generation photonics products. In this business there has been an excellent 
response from the market for CWDM solutions (Coarse Wavelength Division Multiplexing) 
for metropolitan networks. The development of Dynamically Tunable Laser (DTL) also 
continued , now in the qualification phase with princ iple clients, and, on the access front , of 
customized “multiple-play” solutions.   
 
 
Pirelli RE  
 
It should be noted that Pirelli RE is a management company , which manages funds and 
special purpose companies that own properties and non-performing loans, and in which it 
holds minority interests (the fund and asset management businesses). It also provides a full 
range of property services to the above vehicles and to other customers (the property 
services business), either directly or via its franchise network of estate agents. Aggregate 
revenues (which according to IAS/IFRS accounting standards sub stantially equate with the 
aggregate value of production net of acquisitions used in previous financial statements) and 
operating profit including income from equity participations  are, therefore, the most 
appropriate measure of the Group’s turnover and operating performance.  
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The operating profit including income from equity participations amounted to 186.1 
million euros, with an increase of 40% from 133 million euro s in 2004. 
 
On 31 December 2005, attributable net profit rose to 145.4 million euros, an increase of 
24% from 117.1 million euros in 2004. 
 
The result on 31 December continues to be characterized by a significant increase in fees in 
the activities of Fund and Asset Management and from the improvement in profitability 
from Service Provider activities; the expansion of Franchising activities continued, with 
affiliates rising to 1,020, as planned. 
 
For further information on the performance of real estate activities, consult the press release 
issued by Pirelli & C. Real Estate on 10 March 2006. 
 
 
Pirelli Ambiente  
 
Pirelli & C. Ambiente Holding, the company created at the beginning of 2005 to strengthen 
the Group’s presence in the environmental sector and sustainable development, registered  
2005 revenues of approximately 62 million euros, mainly linked to the sale of its low 
environmental impact fuel Gecam™ - Il Gasolio Bianco. During the year, the company 
began marketing anti-particulate filters for diesel powered vehicle emissions. 
 
In the fields of renewable energy and energy recovery, the production of quality fuel from 
solid urban waste (Cdr-P ) continued . Through an agreement signed with ReEnergy in the 
United Kingdom, the positive financial effects of which will impact accounts in 2006, the 
company will be able to evaluate the business’s development potential in one of the 
European markets most interested in the utilization of Cdr-P as a partial substitute for fossil 
fuels in thermo-electric power plants and cement kilns.  
 
The work of reclaiming and re-qualifying contaminated sites, the result of experience 
gained in the real estate and industrial fields, also continued.  
 
 
Outlook for 2006 
 
The strategic focus on high value-added segments allows the Group to forecast a further 
improvement in results  in 2006, excluding external factors of an extraordinary and today 
unforeseeable nature.  
 
In industrial activities, Pirelli Tyre forecasts even for the current year an increase in sales 
higher than that expected for the world market, due to the focus on the premium segments in 
the Consumer market and fast growing markets in the Industrial segment. The increase in 
energy and primary material costs should be offset by an improved price/mix, to permit an 
overall operating result higher than 2005, excluding non-recurring factors.  
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Pirelli Broadband Solutions  is expected to maintain its strong development in the access 
market, with its affirmation at the international level, and the introduction of new photonics 
products based on nanotechnological optical devices. Overall, the company should post a 
rate of growth of approximately 30% with an improved operating result close to break-even. 
  
Pirelli RE is expected to post in 2006 a further increase in its operating profit including 
income from equity participations in line with the guidance of the 2006-2008 industrial 
plan.  
 
 
Pirelli & C. SpA results 
 
The net profit on 31 December 2005 of the Pirelli & C. SpA parent company was a positive  
140 million euros, compared with a profit of 118 million in 2004. 
 
 
Shareholders Meeting and dividend proposal 
 
The Board of Directors will propose to the Shareholder Meeting the distribution of a 
dividend of 0.0210 euros per ordinary share and 0.0364 euros per savings share. The  
dividends will be distributed to approximately 5.2 billion ordinary shares and approximately 
135 million savings shares: the total dividend payout will be approximately 114 million 
euros. 
 
In a change from an earlier announcement, the Board has decided to call the Ordinary 
Shareholders meeting for the approval of 2005 results on 20 April (in first call) and on 21 
April (in second call); the dividend  will be paid on 25 May 2006 (coupon date 22 May 
2006). The Shareholders Meeting shall also vote the renewal of the Board of Statutory 
Auditors and renewal of the delegation to buy its treasury shares in compliance with the 
overall possession limit of 10% of the share capital. 
 
 
Plan to float Pirelli Tyre  
 
The Board of Directors, proceeding in line with the decision o f 14 February, also decided to 
launch the plan to flo at Pirelli Pneumatici SpA on the Milan Stock Exchange (Mercato 
Telematico Azionario ), while continuing to maintain the majority stake of the company in 
the possession of Pirelli & C SpA. The control of the international affiliates now under 
Pirelli Tyre Holding NV will be transferred to Pirelli Pneumatici SpA. Market conditions 
permitting, completion of the project is expected by summer 2006.      
 
 
Corporate Governance 
 
The Board of Directors, in postponing the adjustment of by- laws following the “Legge sul 
Risparmio”, adopted specific procedures for the handling and communication to the public 
of privileged information, in accordance with the regulatory framework as modified by the 
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recent law on market abuse. Such procedures, instituting a Register of the people with 
access to privileged information, in effect from 1 April 2006, regulate disclosure and ensure 
confidentiality during the drafting phase. 
 
 
Significant events after 31 December 2005 
 
On February 6, Olimpia SpA and its shareholders Pirelli & C. SpA, Edizione Finance 
International SA, Edizione Holding SpA, Banca Intesa SpA and Unicredito Italiano SpA 
sent notification to Hopa SpA of their withdrawal from the agreement undersigned between 
the above-mentioned parties in 2003. Consequently, at the expiring date (May 8, 2006), the 
agreement will not be renewed.  
 
 
Conference Call 
 
The 2005 results will be explained at 4.30 p.m GMT during a conference call with the 
participation of the Chairman of Pirelli & C. SpA, Marco Tronchetti Provera.  
The press will be able to follow the presentation, without the possibility of intervening, by 
calling +39 06 33485042 .  
The presentation will also be available in audio streaming – in real time – on the company’s 
website www.pirelli.com, in the Investor Relations section, where it will also be able to 
consult the relative slides. 

 
*** 

Pirelli Press Offce  – Tel. +39 02 85354270 – pressoffice@pirelli.com 
Pirelli Investor Relations – Tel. +39 02 64422949 – ir@pirelli.com 

www.pirelli.com 
 
 
 
 
 

 
Summaries of the financial stat ements for the period ending 31 December 2005; pro-forma consolidated 
balance sheet and statement of income for Pirelli & C. S.p.A at 31 December 2005, assuming full 
consolidation of Olimpia S.p.A. and valuation of the investment in Telecom Italia S.p.A. according to the 
equity method. 



Attachment 1 
 
 
PIRELLI & C. S.p.A. GROUP

(million euro)

31/12/2005 31/12/2004

. Sales 4.546               3.967               

. EBITDA (1) 568                  470                  

  % on sales 12,5% 11,8%

. EBIT (1) 355                  269                  

  % on sales 7,8% 6,8%

. Income from equity participations 267                  156                  

. Operat. income incl. income from equity part. 622                  425                  

. Financial charges/income (144) (121)

. Tax charges (129) (87)

. Net profit operat. activities 349                  217

  % on sales 7,7% 5,5%

. Net profit discontinued operations 50 87

. Total net profit 399 304

. Net profit attributable to Pirelli & C. S.p.A. 327                  251

. Attributable net profit per share (in euro) 0,066 0,065 (2)

. Shareholders' equity 5.614               3.841               

. Shareholders' equity attributable to Pirelli & C. S.p.A. 5.205               3.502               

. Shareholders' equity per share (in euro) 0,979               1,011               

. Net financial position (assets)/liabilities 1.177               1.601               

   Nfp "discontinued operations" 456

. Investments 234 211

. R&D investments 174 171

. Employees n. (at the end of the period) 26.827 37.154             

Employees discontinued operations 12.364                  

. Number of plants 24 74                    

Discontinued operations number of plants 52

Pirelli & C. shares in circulation

. ordinary (n. million) 5.180,7            3.327,5            

. savings (n. million) 134,8               134,8               

. Total shares in circulation 5.315,5            3.462,3            

(1) Including in 2004 the proceed for IPR sale of Submarine Telecom activities (Alcatel agreement) for euro 14 million.
(2) Taking in account 2005 capital increase (adjustment factor=0,89).  
 



Attachment 2 
 
(million euro)

Tyres Broadband  Ambiente Real Estate Others TOTAL

. Sales 3.633 112 62 700 39              4.546

. EBIDTA 518 (6) (2) 93 (35) 568
  % on sales 14,3% 12,5%

. EBIT 329 (7) (4) 84 (47) 355
  % on sales 9,1% 7,8%

. Income from equity participations (1) 0 0 102 166            (1) 267

. Operating income incl. income from eq. part. 328 (7) (4) 186 119            622

. Financial charges/income (33) (1) 0 1 (111) (144)

. Tax charges (97) 0 0 (40) 8 (129)

. Net profit activities in operation 198 (8) (4) 147 16 349
  % on sales 5,5% 7,7%

. Net financial position (assets)/liab. 237            7                1                31              901            1.177      

(million euro)
Tyres Broadband  Ambiente Real Estate Others TOTAL

. Sales 3.253         63              2                586            63              3.967      

. EBIDTA 452            (8) (2) 50              (22) (2) 470         
  % on sales 13,9% 8,5% 11,8%

. EBIT 275 (8) (2) 39 (35) (2) 269
  % on sales 8,5% 6,7% 6,8%

. Income from equity participations (2) 0 0 94 64              (3) 156

. Operating income incl. income from eq. part. 273 (8) (2) 133 29              425

. Financial charges/income (31) (4) 0 15 (101) (121)

. Tax charges (75) 0 0 (31) 19              (87)

. Net profit activities in operation 167 (12) (2) 117 (53) 217
  % on sales 5,1% 20,0% 5,5%

. Net financial position (assets)/liab. 214            27              (2) 40              866            1.145      

. Net financial position discontinued operations 456         

. Total net financial position (assets)/liab. 1.601      

(1) Equity evaluation of Olimpia S.p.A. positive for Euro 152 million (Euro 7 million in 2004).
(2) Including proceed for IPR sale of Submarine Telecom activities (Alcatel agreement) for Euro 14 million.
(3) Including proceed for Pirelli RE stock sale for Euro 56 million.

 31.12.12005

31.12.12004



 
Attachment 3 

 
PIRELLI & C. S.P.A. PRO-FORMA DATA

Pro-forma adjustments

(million euro)   IAS/IFRS

 31/12/2005       Pirelli 
& C S.p.A. 

Consolidated 
financial statements 

(1)

Reversal of 
Olimpia S.p.A. 

results owing to  
Pirelli  & C S.p.A. 

Olimpia S.p.A. 
fully (2)

Olimpia books of 
consolidation

Total pro-forma 
adjustments

31/12/2005     Pirelli 
& C S.p.A. pro-

forma  consolidated 
financial statements 

(3)

 Statement of Income Summary

 Sales 4.546 - 4.546 

 EBIT 355 (1) - (1) 354 

 Financial charges/income/adj. value of income activ. 123 (152) 253 101 224 

 Taxes (129) - - - (129) 

 Net profit activities in operations 349 (152) 252 - 100 449 

 Result discontinued operations 50 50 

 Total net profit 399 (152) 252 - 100 499 

 Attributable net profit 327 (152) 152 - - 327 

 Reclassified balance sheet

 Shareholders' equity 5.614 (152) 7.424 (4.493) 2.779 8.393 

 - attributable shareholders' equity 5.205 (152) 4.488 (4.336) - 5.205 

 Net financial position (assets)/liabilities 1.177 - 3.490 - 3.490 4.667 

 (1) Pirelli & C. consolidated financial statements (investment in Olimpia valued using shareholders' equity method with Olimpia valuating TI with the shareholders' equity method).
 (2) Rectifications of value made by Olimpia are not considered in its financial statements, because the book value in trasparency for Pirelli (approximetaly 4  euros per share) is in any case lower than that 
 of Olimpia post-rectification (approx. 4.2 euros per share).
 (3) Pro-forma data (Olimpia S.p.A. Fully consolidated).

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Attachment 4 
 
 

 

(million euro)
IAS/IFRS 31/12/2005 31/12/2004 31/12/2005 31/12/2004 31/12/2005 31/12/2004 31/12/2005 31/12/2004

Pirelli & C. S.p.A. Group: consolidated data 5.614 3.841 1.177 1.601 0,21 0,42 5.205 3.502 

Pirelli & C. S.p.A. Group: pro-forma consolidated data incl. Olimpia S.p.A. fully 
consolidated 8.393 6.355 4.667 5.175 0,56 0,81 5.205 3.502 

Pirelli & C. S.p.A. Group: pro-forma consolidated data incl. Olimpia S.p.A. and 
Telecom Italia fully consolidated 32.029 25.307 44.525 38.037 1,39 1,50 5.205 3.502 

Shareholders' equity Net debt Net debt/                 
Shareholders' equity

Attributable           
shareholders' equity

 
 
 
 
 
 


