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1. CORPORATE OFFICERS 

 

Board of Directors 1 
 

Marco Tronchetti Provera  Chairman  

 

Giulio Malfatto 2 

 

Chief Executive Officer  

Claudio De Conto 3 Managing Director Finance 

Emilio Biffi Chief Technical Officer 

  

Reginald Bartholomew Independent Director 

Paolo M. Bottelli Director 

David Michael Brush Independent Director 

William Dale Crist Independent Director 

Carlo Emilio Croce Independent Director 

Olivier De Poulpiquet De 
Brescanvel 

Director 

Jacopo Franzan Director 

Valter Lazzari 4 Independent Director 

Claudio Recchi Independent Director 

Dario Trevisan Independent Director 

Wolfgang Weinschrod Director 

Gianluca Grea Board Secretary and General Counsel  

                                                           
1 The shareholders' meeting held on April 14th, 2008 appointed the Board of Directors to hold office until the date of 
approving the financial statements for the year ended December 31st, 2010.  The Board of Directors decided the 
individual roles and responsibilities of its members in a meeting held immediately after this shareholders' meeting and 
also nominated the members of the Board committees.   
2 Co-opted to the Board of Directors on April 8th, 2009 to replace Carlo Alessandro Puri Negri, the Executive Deputy 
Chairman. 
3 Office conferred by the Board of Directors on December 16th, 2008, previously a Director of the company. 
4 Co-opted by the Board of Directors on March 5th, 2009 to replace Dolly Predovic who had resigned. The 
shareholders' meeting held on April 17th, 2009 has confirmed him as a director.  
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Executive Investment Committee 

 

Marco Tronchetti Provera  Chairman   

Giulio Malfatto 5 Chief Executive Officer   

Claudio De Conto Managing Director Finance 

Olivier De Poulpiquet Director 

Claudio Recchi Independent Director 

 
Audit and Corporate Governance Committee 

Dario Trevisan Independent Director – Chairman 

William Dale Crist Independent Director 

Valter Lazzari 6  Independent Director 

 

Compensation Committee 

Claudio Recchi Independent Director – Chairman 

Reginald Bartholomew Independent Director 

Carlo Emilio Croce  Independent Director 

 
Board of Statutory Auditors 7 

 

Roberto Bracchetti Chairman 

Paolo Carrara Standing auditor 

Gianfranco Polerani Standing auditor 

Franco Ghiringhelli Alternate auditor 

Paola Giudici Alternate auditor 

                                                           
5 Appointed as a member of this Committee by the Board of Directors on April 8th, 2009. 
6 Appointed as a member of this Committee by the Board of Directors on April 20th, 2009. 
7 The shareholders' meeting of April 20th, 2007 appointed the Board of Statutory Auditors to serve until the date of 
approving the financial statements for the year ended December 31st, 2009. 
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Supervisory Board 

Dario Trevisan  Chairman 

Roberto Bracchetti  Member 

Alessia Carnevale Member 

 
 
2. TOP MANAGEMENT 

 
 

Line 

 

Rodolfo Petrosino 8 General Manager Italy 

Paolo M. Bottelli 9 General Manager Germany and Poland 

 
Corporate 

 

Emilio Biffi Chief Technical Officer 

Gerardo Benuzzi General Manager Finance & Advisory 

Mauro Bordoni Deputy General Manager Administration Planning & Control 

Paola Delmonte Deputy General Manager Advisory 

 

 

Financial Reporting Officer 

Gerardo Benuzzi 10 General Manager Finance & Advisory 

 

 

 

 

 

 

                                                           
8 Office conferred by the Board of Directors on December 16th, 2008. 
9 Office conferred by the Board of Directors on December 16th, 2008. 
10 Appointed as Financial Reporting Officer by the Board of Directors on April 14th, 2008. 
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Independent auditors 
Reconta Ernst & Young S.p.A.11 

Via della Chiusa, 2 

                                                           
11 Engaged by the shareholders' meeting held on April 14th, 2008. 
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20123 Milan 

 

3. Group mission and profile 

 
The Pirelli RE mission is to be real estate sector leader through innovation, sustainable 
quality and ongoing development of expertise, thus creating value for the business, the 
environment and the community. 
 
The strategic objectives are: 
 

 to create innovative real estate products and services which provide quality solutions 
to the needs of investors, users and the community;  

 to become an aggregator in real estate management, through its specialist know-how;  
 to create a sophisticated culture, thus contributing to the real estate sector's structural 

evolution. 
 
Active in Italy, Germany and Poland, Pirelli RE is one of the principal players in the 
European real estate sector.    
 
The company has been listed on the Milan Stock Exchange since 2002.   
 
Pirelli RE is a real estate fund & asset management company which acquires, adds value 
to and manages high quality property portfolios by taking minority stakes in partnerships 
with leading international investors. 
 
The organization structure based on geographical areas – Italy, Germany and Poland - 
and product-specialized business units, combines knowledge of local markets with 
specialist know-how in different segments.    
 
Pirelli RE has established a distinctive business model over the years with a team of 
professionals serving investors and users of commercial and residential buildings, which 
combines active portfolio management with co-investment in partnership with top 
international investors. 
 

 
 
 
In order to cope with the new market scenario, Pirelli RE has optimized the model's 
components, involving a revision based on: 
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 lean and efficient organization, drawing on the strong operational experience of a high 
profile management team and covering its costs thanks to recurring revenues in the 
presence of longer portfolio rotation; 

 focusing asset management on the goal of maximizing value;  
 in Italy, integration into Pirelli RE SGR of asset management and specialized services 

(agency and property) needed to enhance the portfolio's value.    
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B. REPORT ON OPERATIONS 
 
1. PIRELLI RE IN THE FIRST THREE MONTHS OF 2009 

The real estate sector continued to be affected in the first quarter of 2009 by the severe 
international crisis starting last year. The comparison with the first quarter of 2008 should 
be read in this light. 

When reading the figures, please also note that the Integrated Facility Management 
business, sold during 2008, has been classified in "discontinued operations", meaning 
that its results are not included in net income and in EBIT but are reported separately at 
the foot of the income statement immediately before net income. The comparative figures 
for 2008 have been restated on a consistent basis. 
 
EBIT including net income from investments before restructuring costs and property 
writedowns was a negative 14.7 million euro compared with a positive 22.5 million euro in 
the first quarter of 2008.   

Real estate sales in the first quarter of 2009 amounted to 174.8 million euro on a 100% 
aggregate basis (of which the Pirelli RE share was 50.5 million euro) compared with 199.8 
million euro in the first quarter of 2008 (of which the Pirelli RE share was 66.9 million 
euro). Sales margin was 17% (26% in the first quarter of 2008). Collections of non 
performing loans amounted to 81.7 million euro in the first quarter of 2009 (of which the 
Pirelli RE share was 23.8 million euro) compared with 111.4 million euro in the first quarter 
of 2008 (of which the Pirelli RE share was 33.4 million euro).   

Rents were in line with expectations reporting 201.5 million euro at March 31st, 2008 (of 
which the Pirelli RE share was 47.3 million euro) compared with 143.1 million euro at 
March 31st, 2008 (of which the Pirelli RE share was 38.1 million euro), which did not yet 
include the Highstreet portfolio. 

In order to provide shareholders with the most complete information possible concerning 
trends in the real estate market, the market value of assets under management, the 
Company's net asset value and the returns on portfolios, Pirelli RE has requested the 
independent experts appointed to value its real estate assets to update their valuations in 
view of the forthcoming capital increase. These appraisals are in the process of being 
completed and should be ready within the first ten days of May in time for publication in 
the offer prospectus. 

The changes relative to the values at December 31st, 2008 are not thought to be material 
in relation to Pirelli RE's net equity: in fact, the reduction in Pirelli RE's share of net equity 
is estimated to be between 4 and 7 million euro, equating to around 1% to 2% of total net 
equity. 
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2. FINANCIAL HIGHLIGHTS 

 

2.1 Review of operating results 

For the purposes of interpreting the main income statement figures reported below, it 
should be noted that EBIT including net income from investments before restructuring 
costs is to be treated as the most significant performance indicator for the Group's type 
of business. 
 

 
 

 

Consolidated revenues came to 53.8 million euro compared with 74.7 million euro at 
March 31st, 2008. 

EBIT including net income from investments before restructuring costs was a negative 
14.7 million euro compared with a positive 22.5 million euro in the first quarter of 2008.  
The decrease of 37.2 million euro comprises 24.9 million euro in lower EBIT and 12.3 
million euro in lower income from investments.  

The decrease of 24.9 million euro in EBIT reflects 10.0 million euro in cost savings that 
were counterbalanced by the following negative factors: the inclusion in the 2008 figures 
of compensation received in return for relinquishing management of the  Berenice fund 
(17.0 million euro); the inclusion in the 2008 figures of out-of-period income (3.5 million 
euro); lower results by consolidated vehicle companies, mostly due to fewer sales (5.6 
million euro) and worse results by the Non Performing Loans service platform (5.8 million 
euro)  

The reduction of 12.3 million euro in income from investments reflects 10.0 million euro 
relating to the results of vehicle companies and funds mostly because of lower sales 
margins and 2.3 million euro in negative fair value adjustments to interest rate hedging 
instruments. 
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Consolidated net income was a negative 15.8 million euro compared with a positive 11.6 
million euro in the first quarter of 2008, which had also benefited from 0.7 million euro in 
net income from discontinued operations. 
 
The following table presents the principal components of the difference in EBIT including 
net income from investments before restructuring costs relative to the first quarter of 
2008. 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

 

 

 

 

 

 

 

 
The following table analyses EBIT including net income from investments before 
restructuring costs by geographical area and compares it with the first quarter of 2008. 
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More details of activities by funds and vehicle companies and of management activities 
by geographical area12 can be found in the section on divisional performance by 
geographical area. 
 
 
2.2 Review of the balance sheet and financial position 
 

 
 

Fixed assets amounted to 555.9 million euro  at March 31st, 2009 compared with 589.1 
million euro at December 31st, 2008, reporting a reduction of 33.2 million euro due to the 
decreased value of investments in real estate funds and investment companies.  

Net working capital of 139.4 million euro was generally in line with the figure at December 
31st,  2008. 

Group net equity was 317.1 million euro at the end of March 2009 compared with 361.7 
million euro at the end of December 2008.  The decrease of 44.6 million euro is mainly 

                                                           
12 The results of funds and vehicle companies refer to those generated by Pirelli RE's investments in funds and 
companies (primarily sales and rents);  management activities include the net income generated by the company 
through its fund and asset management activities and specialized real estate services (property, facility, agency). 
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attributable to the net loss for the quarter (-15.8 million euro) and the change over the 
period in the reserve for interest rate hedges (-25.1 million euro). 

The net invested capital of Pirelli RE is 1.3 billion euro, of which 0.2 billion euro for non 
performing loans and 1.1 billion euro for real estate activity (of which 73% in Italy and 
27% in Germany). 

The following table presents movements in the principal indicators for the net financial 
position excluding shareholder loans granted. 

 

 
 

The net financial position reported net debt of 309.3 million euro at March 31st, 2009 
compared with 289.5 million euro at the end of 2008 and 300.3 million euro at March 
31st, 2008. 

The net financial position excluding shareholder loans granted reported net debt of 898.4 
million euro compared with 861.8 million euro at the end of December 2008 and 807.8 
million euro at March 31st, 2008.  The change of 36.6 million euro over the period reflects 
10.9 milion euro for equity and shareholder loans contributions, 7.7 milion euro for 
financial investments, 6.8 million euro for paying restructuring costs provided in 2008 and 
5.5 million euro for other movements in the quarter. 

The following table presents the main factors that affected the change in net position 
excluding shareholder loans granted13 during the first quarter of 2009. 

                                                           
13 The figures at December 2007 and 2008 are stated in accordance with the CONSOB Communication dated July 28th, 
2006 and in compliance with the CESR Recommendation of February 10th, 2005 ("Recommendations for the consistent 
implementation of the European Commission's Regulation on Prospectuses").   
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3. DIVISIONAL PERFORMANCE IN THE FIRST QUARTER OF 2009 

 

3.1 Income statement by geographical area 

As described in the section on Group mission and profile, the Company recently adopted 
a new structure by geographical areas.  The results will now be examined, distinguishing 
between income from funds and vehicle companies and income from management 
activities 14.  

 

Results 

 

 
 

EBIT including net income from investments before restructuring costs was a negative 
14.7 million euro at March 31st, 2009 compared with a positive 22.5 million euro at March 
31st, 2008. The decrease reflects the slowdown in real estate sales mentioned earlier, 
whose aggregate 100% amount went down from 199.8 million euro in the first quarter of 
last year (of which the Pirelli RE share was 66.9 million euro) to 174.8 million euro in the 
first quarter of 2009 (of which the Pirelli RE share was 50.5 million euro).  Collections of 
non performing loans amounted to 81.7 million euro in the first quarter of 2009 (of which 
the Pirelli RE share was 23.8 million euro) compared with 111.4 million euro in the first 
quarter of 2008 (of which the Pirelli RE share was 33.4 million euro).  

Real estate sales generated 29.8 million euro in gross capital gains in the first quarter of 
2009 (51.8 million euro in the first quarter of 2008).  The gross sales margin was 17% in 
the first quarter of 2009 compared with 26% in the first quarter of 2008. 

 

 
                                                           
14 The results of funds and vehicle companies refer to those generated by Pirelli RE's investments in funds and 
companies (primarily sales and rents);  management activities include the net income generated by the company 
through its fund and asset management activities and specialized real estate services (property, facility, agency). 
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3.1.1 Italy Real Estate 

 
Results 

 
 

EBIT including net income from investments before restructuring costs was a negative 5.7 
million euro at March 31st, 2009, compared with a positive 15.4 million euro at March 
31st, 2008 which had also benefited from 17.0 million euro in compensation for an 
undertaking to relinquish management of the Berenice fund.  EBIT comprises 4.9 million 
euro in income from services (18.4 million euro in 2008) and -10.7 million euro in losses 
from real estate vehicle companies and funds (-3.0 million euro in 2008).  The decrease in 
EBIT compared to the first quarter of 2008 is 21.1 million euro and consists of -13.4 
million euro in income from services (asset management and specialized services) and -
7.7 million euro from reduced results of real estate vehicle companies and funds. 

Real estate sales in the first quarter of 2009 amounted to 144.8 million euro on a 100% 
aggregate basis (of which the Pirelli RE share was 39.1 million euro) compared with 155.7 
million euro in the first quarter of 2008 (of which the Pirelli RE share was 44.4 million 
euro).  The sales margin in Italy was 16% (28% in the first quarter of 2008).    

Rents totalled 79.6 million euro at March 31st, 2009 (of which the Pirelli RE share was 
18.0 million euro) compared with 89.1 million euro in the first quarter of 2008 (of which the 
Pirelli RE share was 17.8 million euro). 
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3.1.2 Germany Real Estate 

 

Results 

 
 

 

EBIT including net income from investments before restructuring costs was a negative 4.8 
million euro at March 31st, 2009, compared with a negative 2.0 million euro at March 
31st, 2008. EBIT comprises 1.3 million euro in income from services (-0.1 million euro in 
2008) and -6.1 million euro in losses from real estate vehicle companies and funds (-2.0 
million in 2008). The decrease in EBIT compared to the first quarter of 2008 is 2.8 million 
euro and consists of 1.3 million euro in income from services (asset management and 
specialized services) and -4.1 million euro from reduced results of real estate vehicle 
companies. 

Real estate sales in the first quarter of 2009 amounted to 15.3 million euro on a 100% 
aggregate basis (of which the Pirelli RE share was 5.5 million euro) compared with 33.4 
milion euro in the first quarter of 2008 (of which the Pirelli RE share was 11.9 million euro).  
The sales margin in Germany was 18% (19% in the first quarter of 2008).  

Rents totalled 121.7 million euro at March 31st, 2009 (of which the Pirelli RE share was 
29.2 million euro) compared with 53.7 million euro in the first quarter of 2008 (of which the 
Pirelli RE share was 20.1 million euro). 
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3.1.3 Poland Real Estate 

 

Results 

 
 

EBIT including net income from investments before restructuring costs was a positive 0.6 
million euro at March 31st, 2009, compared with a positive 2.6 million euro at March 31st, 
2008. The change in EBIT compared to the first quarter of 2008 is 2.0 million euro and is 
mostly due to fewer sales. 

Real estate sales in the first quarter of 2009 amounted to 14.7 million euro on a 100% 
aggregate basis (of which the Pirelli RE share was 5.9 million euro) compared with 10.6 
million euro in the first quarter of 2008 (of which the Pirelli RE share was also 10.6 million 
euro because all the companies in Poland were fully consolidated in the first quarter of 
2008).  The sales margin in Poland was 26% (22% in the first quarter of 2008).   
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3.1.4  Non performing loans 

 

Results 

 
 

EBIT including net income from investments before restructuring costs was a positive 0.3 
million euro at March 31st, 2009, compared with a positive 10.2 million euro at March 
31st, 2008, which was basically the same as the result for the whole of 2008. EBIT 
comprises 2.9 million euro in losses from services (income of 2.9 million euro in 2008) and 
3.2 million euro in losses from vehicle companies (income of 7.3 million in 2008). The 
change is attributable to collections of non performing loans which fell from 111.4 million 
euro in the first quarter of 2008 to 81.7 million euro in the first quarter of 2009, and to the 
absence of acquisition and due diligence fees. 
 

 

 

 

 

 

 

 

 

 

 

 

 



 19

4 . SUBSEQUENT EVENTS 

 
The Pirelli RE Board of Directors acknowledged in its meeting of April 8th the resignation 
of Carlo Puri Negri as a director of the Company and hence also from the office of 
Executive Deputy Chairman, in advance of the natural expiry on the date of the 
shareholders' meeting in April 2011 called to approve the financial statements for 2010. 
The terms and conditions of the termination of this relationship were first evaluated by the 
Compensation Committee, all of whose members are independent directors, and then 
approved by the Board of Directors as follows: 
• a total gross figure of 9,400,000 euro as compensation for early termination of his 
directorship, in return for his renouncement of any claims, demands or actions of any kind 
against the Company; 
• a one-year non-compete agreement and a two-year non-solicitation agreement relating 
to group employees, in return for the receipt of 3,000,000 euro gross, payable in 2009 
and 2010. 
In addition, a two-year consulting agreement in the real estate sector has been entered 
with Carlo Puri Negri for a gross annual fee of 800,000 euro.  

 

 
 
5. BUSINESS OUTLOOK 
 
The characteristics of the real estate market are likely to undergo progressive change in 
2009 relative to the last expansionary cycle. 
The recourse to debt will be much more limited, while winning factors will increasingly be 
the ability to generate income from real estate and the reliability of a development 
project's manager. Fast trading activities will continue to experience a sharp downturn. 
As indicated in its three-year plan, the Company is focusing on a turnaround, with a target 
of returning to a positive EBIT including net income from investments already in 2009. 

This goal will be pursued by taking action in the following areas: 

1. cost cutting and organization reshaping;  

2. strengthening of capital structure and consequent reduction of financial expenses; 

3. better management of income-generating real estate portfolio; 

4. central role of fund management company in Italy;  

5. policy of reinforcing alliances mainly in Germany, with equity interest dilution. 

However, it is well to recall that the projections for 2009 could be heavily influenced by 
uncontrollable exogenous factors, such as changes in the macroeconomic scenario, the 
trend on the real estate market, movements in interest rates and the terms of access to 
credit. 
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C. PIRELLI & C. REAL ESTATE GROUP 
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1. CONSOLIDATED BALANCE SHEET 
(in thousands of euro) 
 
 
 
  

Note ASSETS 03.31.2009 12.31.2008

NON-CURRENT ASSETS

Property, plant and equipment 22,186 22,805
Intangible assets 159,385 160,601

1 Investments in associates and joint ventures 353,686 357,867
Other financial assets 72,792 75,237
Deferred tax assets 28,777 28,564
Other receivables 620,392 600,379
Tax receivables 68 68

TOTAL NON-CURRENT ASSETS 1,257,286 1,245,521

CURRENT ASSETS

Inventories 92,589 93,379
Trade receivables 161,741 181,644
Other receivables 79,795 82,909
Securities held for trading - -
Cash and cash equivalents 30,193 35,702
Tax receivables 41,468 36,730
Derivative financial instruments - -

TOTAL CURRENT ASSETS 405,786 430,364

TOTAL ASSETS 1,663,072 1,675,885
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NET EQUITY 03.31.2009 12.31.2008

GROUP NET EQUITY
2 Share capital 20,704 20,704

Other reserves 131,193 159,304
3 Retained earnings 181,043 376,669

Net income (loss) for the period (15,828) (194,985)

TOTAL GROUP NET EQUITY 317,112 361,692

4 MINORITY INTERESTS 2,965 4,673

TOTAL NET EQUITY 320,077 366,365

LIABILITIES 03.31.2009 12.31.2008

NON-CURRENT LIABILITIES
Bank borrowings and payables to other financial institutions 111,727 229,238
Other payables 18,772 30,081
Provisions for future risks and expenses 25,961 25,415
Deferred tax provision 13 120
Employee benefit obligations 15,973 17,268

TOTAL NON-CURRENT LIABILITIES 172,446 302,122

CURRENT LIABILITIES
Bank borrowings and payables to other financial institutions 836,084 685,384
Trade payables 123,299 138,980
Other payables 81,398 86,920
Provisions for future risks and expenses 97,627 72,231
Tax payables 31,112 23,619
Derivative financial instruments 1,029 264

TOTAL CURRENT LIABILITIES 1,170,549 1,007,398

TOTAL LIABILITIES 1,342,995 1,309,520

TOTAL LIABILITIES AND NET EQUITY 1,663,072 1,675,885

Balances relating to transactions with related parties are described in section 3.4 of the Notes to the consolidated financial statements.

 
 



   25

2. CONSOLIDATED INCOME STATEMENT 
(in thousands of euro) 

 

Note
01.01.2009-
03.31.2009

01.01.2008-
03.31.2008

5 Revenues from sales and services 53,839 74,730
6 Changes in inventories of work in progress, semi-finished and finished products (451) 27,952

Own work capitalized - -
Other income 8,151 26,002

TOTAL OPERATING REVENUES 61,539 128,684

Raw and consumable materials used (net of change in inventories) (281) (33,327)
Personnel costs (23,591) (28,219)
Depreciation, amortization and impairment (1,723) (1,902)
Other costs (38,147) (44,799)

7 TOTAL OPERATING COSTS (63,742) (108,247)

Earnings before interest and tax (EBIT) (2,203) 20,437

Financial income 9,288 12,363
Financial expenses (11,628) (11,965)
Dividends 0 -
Change in fair value of financial assets 3,044 (1,457)
Net profit share from investments in associates and joint ventures (12,955) (1,683)

RESULT BEFORE INCOME TAXES AND MINORITY INTERESTS (14,454) 17,695

Income taxes (2,139) (5,473)

NET INCOME/(LOSS) FROM CONTINUING OPERATIONS (16,593) 12,222

8 NET INCOME/(LOSS) FROM DISCONTINUED OPERATIONS - 724

NET INCOME/(LOSS) FOR THE PERIOD (16,593) 12,946

attributable to minority interests (765) 1,371

CONSOLIDATED NET INCOME (LOSS) FOR THE PERIOD (15,828) 11,575

Balances relating to transactions with related parties are described in section 3.4 of the Notes to the consolidated financial statements.
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3. NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 

 
3.1. Form and contents 

This interim management statement at March 31st, 2009 has been prepared in accordance 
with art. 154-ter of Decree 58/1998, and with the instructions issued by CONSOB in this 
regard. 

The amounts reported in the financial statements have been valued and measured using the 
International Accounting Standards (IAS) and International Financial Reporting Standards 
(IFRS) issued by the International Accounting Standards Board (IASB) and the related 
interpretations published by the International Financial Reporting Interpretations Committee 
(IFRIC), endorsed by the European Commission and in force at the time of approving this 
report. 

The accounting policies and principles are consistent with those used for preparing the 
financial statements at December 31st, 2008, to which reference should be made for more 
details. The only exceptions relate to the following standards and interpretations, in force 
since January 1st, 2009 and endorsed by the European Union, the application of which has 
not had a material impact on the Group's numbers:   

• IFRIC 11 – IFRS 2 – Group and treasury share transactions; 
• IFRIC 13 – Customer loyalty programmes; 
• IFRIC 14 – IAS 19 - The limit on a defined benefit asset, minimum funding requirements 

and their interaction; 
• IFRS 8 – Operating segments; 
• Amendments to IAS 23 - Borrowing costs; 
• Revision of IAS 1 - Presentation of financial statements; 
• Amendments to IFRS 2 - Share-based payments: vesting conditions and cancellations; 
• Amendments to IAS 32 - Financial instruments: presentation and IAS 1 - Presentation of 

financial statements: puttable financial instruments and instruments with obligations 
arising on liquidation. 

• IFRS Improvements; 

• Amendments to IFRS 1 - First-time adoption of IFRSs and to IAS 27 - Consolidated and 
financial statements: Cost of an investment in a subsidiary, associate or joint venture. 

In compliance with article 5.2 of Decree 38 dated February 28th, 2005, this report has been 
drawn up using the euro as the reporting currency. 

When reading the figures, please note that the Integrated Facility Management business, 
sold during 2008, has been classified in "discontinued operations", meaning that its results 
are not included in EBIT but are reported separately at the foot of the income statement 
immediately before net income. The comparative figures for 2008 have been restated on a 
consistent basis. 
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3.2. Consolidation area 

There have not been any significant changes in the period with regard to the companies 
included in the consolidation area.  

 

3.3. INFORMATION ON THE BALANCE SHEET AND INCOME STATEMENT  

All the figures are presented in thousands of euro, unless otherwise specified. 

The following explanatory notes refer to the consolidated balance sheet and income 
statement found in sections C.1 and C.2 respectively. 

 

ASSETS 

Note 1. INVESTMENTS IN ASSOCIATES AND JOINT VENTURES 

Investments in associates and joint ventures are accounted for using the equity method and 
amount to 353,686 thousand euro at March 31st, 2009, reporting a net decrease of 4,181 
thousand euro since December 31st, 2008. 

Movements during the period are shown below: 

 

Total Associates Joint ventures Total Associates Joint ventures

Opening balance 357,867       76,279           281,588              480,341    82,320             398,021               

Discontinued operations -                   -                     -                          (5,145)      (98)                   (5,047)                  
Acquisitions, changes in share capital and reserves/other (19,571)        1,617              (21,188)               75,051      13,357              61,694                  
Reclassifications/ Other 3,875            -                     3,875                  (2,302)      -                       (2,302)                  
Distribution of dividends and reserves (477)             (220)               (257)                    (29,528)    (6,706)              (22,822)                
Disposals and liquidations -                   -                     -                          (25,696)    -                       (25,696)                
Net profit share (12,955)        (2,100)            (10,855)               (177,019)  (12,219)            (164,800)              
Changes in provision for future risks and expenses 24,947          1                     24,946                 42,165      (375)                 42,540                  

Closing balance 353,686 75,577 278,109 357,867 76,279 281,588

 01.01.2009-03.31.2009  01.01.2008-12.31.2008 

 
 

The changes in this balance during the quarter mainly reflect reductions in the value of 
investments following 24,544 thousand euro in pre-tax negative adjustments to cash flow 
hedge reserves (of which 13,164 thousand euro relating to Theta RE B.V. and 5,177 
thousand euro to Solaia RE S.à.r.l.) and losses for the period, partly offset by changes in the 
provisions for future risks and expenses which include the provision for making good the 
losses of associates and joint ventures in excess of their carrying amounts.  
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NET EQUITY  

Net equity has undergone the following changes in the first quarter of 2009: 

  

Share Share Reva- Legal Currency Other Retained Net Group Minority Total
capital premium luation reserve translation reserves earnings income (loss) net interests in net

reserve reserve reserve (losses) for period equity net equity equity

Net equity at December 31st, 2008 20,704 158,336 15 4,265 (1,680) (1,632) 376,669 (194,985) 361,692 4,673 366,365

- adjustments for fair value measurement of financial assets
available for sale -            -              -           -           -                   (2,101)       -                    -                      (2,101) -                      (2,101)       

- cash flow hedges -            -              -           -           -                   (26,120)     -                    -                      (26,120) -                      (26,120)     

- (profits) losses relating to cash flow hedges, previously
recognized directly in equity now transferred to the income
statement -            -              -           -           -                   1,019         -                    -                      1,019 -                      1,019         

- currency translation reserve -            -              -           -           (1,195)          -                -                    -                      (1,195) (399)               (1,594)       

Total profit (losses) for the period recognized directly in net equity -           -             -        -        (1,195)       (27,202)   -                  -                    (28,397)          (399)             (28,796)   

Allocation of 2008 result -            -             -         -         -                 -              (194,985)     194,985        -                      -                     -               

Cost of equity transactions -            -             -         -         -                 54            -                  -                     54 -                     54            

Equity-settled stock options -            -             -         -         -                 232          -                  -                     232 -                     232          

Other changes -            -             -         -         -                 -              (640)            -                     (640) (544)              (1,184)     

Net income (loss) for the period -            -             -         -         -                 -              -                  (15,828)        (15,828) (765)              (16,593)   

Net equity at March 31st, 2009 20,704 158,336 15 4,265 (2,875) (28,548) 181,044 (15,828) 317,113 2,965 320,078

 

 

GROUP NET EQUITY 

 

Note 2. SHARE CAPITAL 

At March 31st, 2009, subscribed and paid-up share capital (including treasury shares held 
for investment and not trading purposes and which therefore, under the format prescribed by 
article 2424 of the Italian Civil Code, would have been classified as "Financial fixed assets") 
consists of 42,597,232 ordinary shares with a par value of 0.50 euro each, making a total of 
21,298,616 euro and is unchanged since December 31st, 2008.   

Share capital at March 31st, 2009, excluding treasury shares as required by IAS 32, amounts 
to 20,703,785 euro.    
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Note 3. RETAINED EARNINGS 

These amount to 181,043 thousand euro, reporting a net decrease of 195,626 thousand euro 
since December 31st, 2008, mostly attributable to the loss for 2008; retained earnings chiefly 
comprise undistributed income from prior years as well as 1,727 thousand euro (pre-tax) in 
reserves for actuarial gains and losses relating to post-employment defined benefits.  

 

Note 4. MINORITY INTERESTS IN SHARE CAPITAL AND RESERVES 

These consist of minority interests in share capital and reserves as well as in the result for 
the period of the companies consolidated line-by-line.   

 

NET FINANCIAL POSITION 

(alternative performance indicator not required by IFRS) 

In keeping with the information disclosed in previous financial statements, details of the net 
financial position will now be provided, also showing the amount of net debt excluding 
shareholder loans granted: 
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(in thousands of euro)
 03.31.2009 12.31.2008

CURRENT ASSETS
Other receivables 19,250 17,134
- of which with related parties 19,070 16,948

Financial receivables 19,248                     17,126                      
- joint ventures 19,070                     16,948                      
- third parties of which: 178                          178                          

- other receivables 178                         178                          
Financial accrued income and prepaid expenses 2                              8                              

Securities held for trading -                             -                              
Cash and cash equivalents 30,193 35,702

TOTAL CURRENT ASSETS - A 49,443 52,836

CURRENT LIABILITIES
Bank borrowings and payables to other financial institutions (836,084) (685,384)
- of which with related parties (498,394) (498,006)

- parent companies (491,636)                 (491,323)                  
- joint ventures (5,045)                     (5,209)                      
- other Pirelli & C. Group companies (1,713)                     (1,474)                      
- Other financial payables (8)                            (17)                           
- Bank borrowings (337,682)                 (187,361)                  

TOTAL CURRENT LIABILITIES - B (836,084) (685,384)

NON-CURRENT LIABILITIES
Bank borrowings and payables to other financial institutions (111,727) (229,238)

- Other financial payables (711)                        (672)                         
- Bank borrowings (109,892)                 (227,442)                  
- Payables to other financial institutions (1,124)                     (1,124)                      

TOTAL NON-CURRENT LIABILITIES - C (111,727) (229,238)

(898,368) (861,786)

NON-CURRENT ASSETS
Other receivables 589,073 572,287

Financial receivables 589,073                   572,287                    
- associates 19,437                     20,412                      
- joint ventures 555,562                   543,849                    
- third parties of which: 14,074                     8,026                        

- senior notes -                              745                          
- other receivables 14,074                    7,281                       

TOTAL NON-CURRENT ASSETS - E 589,073 572,287
NET (DEBT) CASH - F = (D+E) (309,295) (289,499)

NET DEBT EXCLUDING SHAREHOLDER LOANS GRANTED (*) = D =(A+B+C)

(*) Pursuant to the CONSOB Communication dated July 28th, 2006 and in compliance with the CESR 
Recommendation of February 10th, 2005 ("Recommendations for the consistent implementation of the European 
Commission's Regulation on Prospectuses").
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INCOME STATEMENT 

 
Note 5. REVENUES FROM SALES AND SERVICES 

Revenues from sales and services amount to 53,839 thousand euro compared with 74,730 
thousand euro in the first quarter of 2007 and are analyzed as follows: 

01.01.2009-
03.31.2009

01.01.2008-
03.31.2008

Revenues from contracts 3,962              1,187              
Revenues from sales of which: 800                12,107            
- sales of land for development to Pirelli & C. R.E. Group companies 55                 -                    
- sales of residential property 543               12,087           
- sales of commercial property 202               20                 
Revenues from services 49,077            61,436            

Total 53,839 74,730

 

Revenues from contracts 

These amount to 3,962 thousand euro compared with 1,187 thousand euro at March 31st, 
2008 and mostly refer to revenues earned by Iniziative Immobiliari 3 S.r.l. (3,868 thousand 
euro) for work on constructing a second headquarters building for Pirelli & C. Real Estate 
S.p.A. in Bicocca/Milan. 

Revenues from sales  

Sales of residential property 

Sales closed in the first quarter of 2009 mainly refer to residential units sold by Geolidro 
S.p.A. for 519 thousand euro. Most of the residential property sales in the first quarter of 
2008 were by Pirelli Pekao Real Estate Sp.zo.o. for 10,627 thousand euro. 

Revenues from services 

Revenues from services are analyzed as follows: 

01.01.2009-
03.31.2009

01.01.2008-
03.31.2008

Revenues from services to third parties 24,447                 32,497           
Revenues from services to Pirelli & C. S.p.A. 112                      192                
Revenues from services to associates 1,735                   2,246             
Revenues from services to joint ventures and other Pirelli RE Group companies 22,685                26,414          
Revenues from services to other Pirelli & C. Group companies 98                        87                  

Total 49,077                61,436           
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The real estate sector continued to be affected in the first quarter of 2009 by the severe 
international crisis starting last year. The comparison with the prior year period should be 
read in this light. 

 

Note 6. CHANGE IN INVENTORIES OF WORK IN PROGRESS, SEMI-FINISHED AND 
FINISHED PRODUCTS 

The change in inventories in the first three months of 2009 is a negative 451 thousand euro 
compared with a positive 27,952 thousand euro in the corresponding period of 2008.   

The changes in the period under review mostly reflect the events described in the notes on 
"revenues from sales" and "assets purchased", to which the reader should refer. 
 
 

Note 7. OPERATING COSTS 

Operating costs comprise: 

Raw and consumable materials used of which: 281 33,327

a) Goods purchased 157 24,776
b) Change in inventories of trading properties, raw and miscellaneous materials 124     8,551    
Personnel costs 23,591 28,219
Depreciation, amortization and impairment 1,723 1,902
Other costs 38,147 44,799

Total 63,742 108,247

 01.01.2009- 03.31.2009  01.01.2008- 03.31.2008 

 
 

Operating costs amount to 63,742 thousand euro compared with 108,247 thousand euro in 
the first three months of 2008. 

 

Raw and consumable materials used 

Goods purchased of 157 thousand euro in the first quarter of 2009 refer to the purchase of 
various consumable materials.   

This compares with 24,776 thousand euro in the first quarter of 2008, most of which related 
to property/land purchased from third parties through acquisition of shares (24,535 thousand 
euro) after purchasing the interest in Kappa S.r.l. on March 25th, 2008. 

The Change in inventories of trading properties, raw and miscellaneous materials is a 
positive 124 thousand euro in the first quarter of 2009 compared with a positive 8,551 
thousand euro in the corresponding period of 2008. 
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The changes in the period under review mostly reflect the events described in the notes on 
"revenues from sales" and "goods purchased", to which the reader should refer. 
 

NOTE 8. NET INCOME/(LOSS) FROM DISCONTINUED OPERATIONS 

As stated in the introduction to the interim management statement, the operations of the 
INTEGRA FM B.V. Group (ex Pirelli RE Integrated Facility Management B.V.), sold in 2008, 
have been classified as "discontinued operations", meaning that the results are reported at 
the foot of the income statement immediately before net income. The comparative figures for 
2008 have been restated on a consistent basis. 

"Net income (loss) from discontinued operations" at March 31st, 2008 reports the net results 
of the INTEGRA FM B.V. Group in the first quarter of 2008, detailed as follows: 

 

 

01.01.2008-
03.31.2008

Revenues from sales and services 114,753
Own work capitalized 6
Other income 6,510

TOTAL OPERATING REVENUES 121,269

Raw and consumable materials used (net of change in inventories) (6,573)
Personnel costs (14,449)
Depreciation, amortization and impairment (802)
Other costs (95,351)

TOTAL OPERATING COSTS (117,175)

Earnings before interest and tax (EBIT) 4,094

Financial income 155
Financial expenses (2,163)
Change in fair value of financial assets 5
Net profit share from investments in associates and joint ventures 678

RESULT BEFORE INCOME TAXES 2,769

Income taxes (2,045)

NET INCOME/(LOSS) FROM DISCONTINUED OPERATIONS 724
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3.4. Transactions with related parties 

The following tables show transactions and balances with related parties: 

01.01.2009-
03.31.2009

% share (*)
01.01.2008-
03.31.2008

% share (*)

Operating revenues 25,290             41.1% 29,519             22.9%
Operating costs (5,217)             8.2% (5,939)             5.5%
Financial income 8,326               89.6% 7,541               61.0%
Financial expenses (4,366)             37.5% (7,380)             61.7%
Change in fair value of financial assets (178)                -5.8% (25)                  1.7%
Net profit share from investments in associates and joint ventures (12,955)           100.0% (1,683)             100.0%
Income taxes 18                    -0.8% (4,043)             73.9%

(*) The percentage share is calculated with reference to the total amount of the specific item reported in the financial statements.

 

03.31.2009 12.31.2008

Total
 % share (*)

Non-current Current Total
 % share (*)

Non-current Current

Trade receivables 67,453 41.7% -                      67,453 74,095 40.8% -                     74,095
Other receivables of which: 601,831 86.0% 575,727 26,104 589,801 86.3% 565,152 24,649
- financial receivables 594,069 97.7% 574,999 19,070 581,209 98.6% 564,261 16,948
Tax receivables 23,484 56.5% -                      23,484 20,751 56.4% -                     20,751

Trade payables 24,149 19.6% -                      24,149 26,314 18.9% -                     26,314
Other payables 7,164 7.2% -                      7,164 11,556 9.9% -                     11,556
Tax payables 19,756 63.5% -                      19,756 17,307 73.3% -                     17,307
Bank borrowings and payables to other financial 
institutions 498,394 52.6% -                        498,394 498,006 54.4% -                      498,006

(*) The percentage share is calculated with reference to the total amount of the specific item reported in the financial statements.

 

 

The following table shows transactions and balances between the Pirelli & C. Real Estate 
Group and Pirelli & C. S.p.A., its ultimate parent company, other Pirelli & C. Group 
companies and associates, joint ventures and other companies in the Pirelli & C. Real Estate 
Group:   
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Operating revenues 265
These mainly relate to the recharge of various services provided by the buying and
vehicle management office, for the organization of events and for site remediation.

Operating costs (1,869)
These mostly include recharges for general services as well as royalties for use of
the trademark.

Financial expenses (4,251)
These refer to the interest payable on drawdowns of the revolving credit facility
agreed during 2007 and renewed in 2008.

Income taxes 18
These refer to the income and expenses arising from the election by Pirelli & C.
Real Estate S.p.A. and its subsidiaries to file for tax on a group basis together with
Pirelli & C. S.p.A..

Current trade receivables 541
These mainly refer to the recharge of various services reported in "Operating
revenues".

Other current receivables 1,106
These mostly consist of VAT receivables arising from periodic VAT settlements on
a group basis.

- of which financial receivables -

Current tax receivables 23,484

These refer to credits for the advance payment of Italian corporate income tax
(IRES) and for withholding taxes and deferred tax assets for carryforward tax
losses following the decision by Pirelli & C. Real Estate S.p.A. to file for tax on a
group basis together with Pirelli & C. S.p.A..

Current trade payables 6,004
These mainly refer to costs recharged by Pirelli & C. S.p.A. for general and
information technology services, and royalties charged to use the trademark. 

Other current payables 796
These consist of VAT payables arising from periodic VAT settlements on a group
basis.

Current tax payables 18,705
.These refer to income tax payables for the current year transferred to the ultimate
parent company Pirelli & C. S.p.A. under the group tax election mentioned above.

Current bank borrowings and payables to other financial institutions 491,636
These refer to short-term drawdowns of a revolving credit facility obtained in 2007
by Pirelli & C. Real Estate S.p.A. from its ultimate parent Pirelli & C. S.p.A. and
renewed in 2008.

Operating revenues 128
These mostly refer to the recharge of various services provided by the buying
office.

Operating costs (1,956)
These include costs for information technology, security services and technical
consulting.

Financial expenses (107)
These refer to the interest payable on the current account between Pirelli & C.
Real Estate S.p.A. and Pirelli Servizi Finanziari S.p.A..

Change in fair value of financial assets
(178) These refer to expenses arising on currency hedges taken out by the Group.

Current trade receivables 506 These mainly refer to the services reported in "Operating revenues".

Current trade payables 2,476
These mostly refer to payables for information technology costs (1,411 thousand
euro) and for certain site remediation costs (592 thousand euro).

Other current payables 1

Current bank borrowings and payables to other financial institutions 1,713
These refer to the current account balance between Pirelli & C. Real Estate S.p.A.
and Pirelli Servizi Finanziari S.p.A., the Pirelli & C. Group's financial services
provider.

Transactions and balances with ultimate parent company Pirelli & C. S.p.A.

Transactions and balances with Pirelli & C. Group companies
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Operating revenues 24,874
These refer to contracts with Group companies for fund and asset management
services (real estate and non performing loans) and technical and commercial
services.

Operating costs (1,380) These refer to recharges of various kinds, including shared joint venture costs.

Financial income 8,326
This mostly refers to interest earned on financial receivables held by Group
companies and on intercompany current accounts with associates and joint
ventures.

Financial expenses (8)

Net profit share from investments in associates and joint ventures (12,955)
This reflects the share of results of investments accounted for by the equity
method.

Current trade receivables 66,402 This balance includes the receivables relating to "operating revenues".
Other non-current receivables 575,727

- of which financial receivables 574,999

This reflects the loans given to finance real estate projects being managed by
individual group companies. These loans are classified as non-current assets by
virtue of their terms of repayment, which match the disposal programmes of the
real estate portfolios owned directly or indirectly by these companies which
usually last between two and six years. These loans carry interest rates that are in
line with those applied by the principal market participants except for some
companies which have been given non-interest bearing loans.

Other current receivables 24,998
This includes 2,318 thousand euro in dividends that have been declared but not
yet paid.

- of which financial receivables 19,070
Most of this balance refers to intercompany current accounts with the companies
which hold real estate assets in Germany.

Current trade payables 15,669 These refer to different kinds of recharge.
Other current payables 6,367 These refer to different kinds of recharge.

Current tax payables 1,051

This amount relates to amounts owing to Trixia S.r.l. under its adoption of the "tax
transparency" regime allowed by art. 115 of the Income Tax Consolidation Act,
whereby a company's positive or negative taxable amounts are attributed to its
shareholders.

Current bank borrowings and payables to other financial institutions 5,045 This includes negative balances on intercompany current accounts.

Transactions and balances with associates/joint ventures and other companies

 

 

For the sake of completeness, details will now be provided of the transactions and balances 
at March 31st, 2009 between the Pirelli & C. Real Estate Group and the Camfin Group and 
the company F.C. Internazionale Milano S.p.A.. 

The following tables provide details of transactions and balances with these related parties: 

 

Operating revenues 23
These mainly relate to a contract for property management services with Italcogim
Energie S.p.A..

Current trade receivables 2
These mostly relate to a receivable owed by Italcogim Energie S.p.A. to Pirelli & C.
Real Estate Property Management S.p.A..

Operating costs (12)

Current trade receivables 2

Transactions and balances with F.C. Internazionale Milano S.p.A.

Transactions and balances with Camfin Group

 
 
 
 
Milan, April 20th, 2009               The Board of Directors 



Declaration pursuant to para. 2, article 154-bis of  

Decree 58 dated February 24th, 1998 

 

 

 

The undersigned, Gerardo Benuzzi, General Manager Finance & Advisory appointed 

by the Board of Directors on April 14th, 2008 as Financial Reporting Officer for 

Pirelli & C. Real Estate, with registered office in Via Gaetano Negri 10, Milan, share 

capital of euro 21,298,616.00, tax code, VAT number and Milan Company Register 

number: 02473170153 

 

declares 

 

pursuant to para. 2, article 154-bis of Decree 58 dated February 24th, 1998 that the 

accounting information contained in the Interim financial report at March 31st, 2009 

corresponds to the underlying documentary records, books of account and accounting 

entries. 

 

 

 

Milan, April 20th, 2009  

 

 

Dott. Gerardo Benuzzi 

________________________________ 

Financial Reporting Officer 



Pirelli & C. Real Estate S.p.A.

Head office in Milan, via G. Negri 10

Share Capital euro 21,298,616 approved/entirely deposited

Registry of Companies of Milan no.  02473170153


