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INTRODucTION
This Remuneration Report (“Report”) is broken down 

into two sections:

  Section I: “Policy” for financial year 2014 (“2014 Pol-

icy”) and 

  Section II: “Statement” for financial year 2013 (“2013 

Statement”).

The Report has been prepared pursuant to Article 123-

ter of the Consolidated Law on Financial Intermedi-

ation and to Article 84-quater of Consob’s so-called 

Issuers’ Regulation, and also on the basis of Model 

Format 7-bis in Annex 3A to said regulation. In draft-

ing the Report account was taken of the recommen-

dations issued by the European Commission on April 

30, 2009 concerning the remuneration of directors 

of listed companies (2009/385/EC) as well as of the 

recommendations on remuneration in the Corporate 

Governance Code of Borsa Italiana S.p.A. of December 

2011, to which Pirelli subscribes. 

The Report has also been adopted in the light of Article 

14 of the Pirelli Procedure for Related Party Transactions.

The 2014 Policy sets out the principles and guidelines 

followed by Pirelli to (i) determine and (ii) monitor the 

application of the pay practices, as illustrated below, 

in regard to:

  Directors holding special offices, the General Man-

agers, and the Managers with strategic responsibil-

ity of Pirelli & C.;

  the Senior Managers and Executives of the Group.

The 2013 Statement, submitted for the information of 

the Shareholders, provides a comprehensive account 

of remuneration in financial year 2013 that illustrates its 

consistency with the Policy approved by the Company 

the previous year. 

 

To facilitate comprehension and reading, the Report 

includes the following glossary of some frequently 

used terms:

Directors holding special offices: the Directors of 

Pirelli & C. that hold the position of Chairman, Chief 

Executive Officer, and Deputy Chairman of Pirelli & C.; 

these directors may also be delegated specific duties. 

The Directors holding special offices at other Pirelli 

companies who are also Group managers are, for the 

purposes of this Policy and depending on their role, Ex-

ecutives or Senior Managers (barring a resolution oth-

erwise by the Board of Directors of Pirelli & C. that des-

ignates them “Managers with strategic responsibility”).

Directors not holding special offices: these are all the 

Directors of Pirelli & C. other than the Directors holding 

special offices. The Directors at other Pirelli companies 

who are also Group executives are, for the purposes of 

this Policy and according to their role held, Executives 

or Senior Managers (barring a resolution otherwise by 

the Board of Directors of Pirelli & C. that designates 

them “Managers with strategic responsibility”). 

Annual Total Direct Compensation at the target lev-

el: the sum of the following components, regardless of 

whether they are paid by Pirelli & C. or by other Group 

companies: 

(i) the gross annual fixed component of remuneration; 

(ii)  the annual variable component that the beneficiary 

would receive if he or she achieves the objectives at 

the target level; 

(iii)  annualisation of the medium/long-term variable 

component made up of a) the LTI bonus that the 

beneficiary would receive on achieving the 3-year 

objectives at the target level and of b) the annual 

rolling mechanism for deferring payment of part 

of the accrued MBO incentive and for providing 

enhanced payment of the entire accrued MBO 

incentive in recognition of the sustained achieve-

ment, over time, of the annual objectives at the 

target level.

Remuneration Committee: the Remuneration Com-

mittee of Pirelli & C.

Board of Directors: the Board of Directors of Pirelli & C.

General Managers: the persons appointed by the Board 

of Directors of Pirelli & C. and having broad authority for 

management of business units. The General Managers 

at other Pirelli companies are, for the purposes of this 

Policy and according to their role held, Executives or 

Senior Managers (barring a resolution otherwise by the 

Board of Directors of Pirelli & C. that designates them 

“Managers with strategic responsibility”).
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Managers with strategic responsibility: managers, 

chosen by the Board of Directors of Pirelli & C., who 

have the authority or responsibility to plan and con-

trol the Company’s activities or to take decisions which 

may affect the development or future prospects of the 

Company and, more in general, of Pirelli.

Executives: managers at Pirelli’s companies in Italy or 

employees at the Group’s foreign companies having a 

position or role equivalent to that of an Italian manager.

Pirelli Group or Pirelli: all the companies included in 

the scope of consolidation of Pirelli & C. S.p.A.

Management: all the Directors holding special offices, 

the General Managers, the Managers with strategic re-

sponsibility, the senior managers and the executives.

MBO incentive: the annual variable component of 

remuneration obtainable for achieving pre-set busi-

ness objectives, as illustrated below in section 5 (also 

termed MBO incentive).

2014-2016 LTI Plan: the Long Term Cash Incentive 

Plan illustrated below in section 5.

GAS: the gross annual fixed component of remunera-

tion for the employees of any Pirelli Group company. 

Senior Managers: the managers that report to (i) 

the Directors holding special offices and who are as-

signed specific functions and (ii) to the General Man-

agers whose activities have a significant impact on 

business results.

Company: Pirelli & C. S.p.A.

RemuneRAtion policy FoR 2014
1.  pRINcIpLEs AND  

ExAMINATION OF RIsKs
The 2014 Policy has been prepared on the basis of pol-

icy in previous years. It takes account, too, of the reg-

ulatory provisions adopted by Consob in Resolution 

no. 18049 of November 23, 2011, as well as of the early 

termination of the 2012-2014 LTI Plan and of the adop-

tion of a new 2014-2016 Long Term Cash Incentive Plan 

introduced in “support” of the objectives for the 2014-

2016 period listed in the 2014-2017 Industrial Plan ap-

proved by the Board of Directors on November 5 2013 

(see 2014 Policy, section 5).

It is noted that the approval of the Shareholders' Meet-

ing shall be sought for that part of the 2014-2016 LTI 

Plan which provides that the incentive is also deter-

mined on the basis of a Total Shareholder Return ob-

jective assessed in terms of Pirelli's performance and 

with regard to an index composed of selected peers in 

the Tyre sector.

* * *

The aim of the Pirelli Remuneration Policy is to attract, 

motivate and retain the resources that have the profes-

sional skills needed to successfully pursue Pirelli Group 

objectives. Indeed, Pirelli defines and applies a remu-

neration policy that, with regard to top management 

and Senior Managers, is geared to exert a strong pull 

on the third quartile of the corresponding employment 

market (as measured by the standard benchmark) and, 

with regard to Executives, is in line with the relevant 

market practice.

The Policy is defined in such a way as to align Man-

agement interests with those of Shareholders, pur-

suing the primary objective of creating sustainable 

value in the medium-long term through the creation 

of an effective and verifiable link between compensa-

tion, on the one hand, and individual and Group per-

formance on the other. 
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holding a special office who have been assigned 

specific functions. In addition, a limit is applied to 

the maximum LTI incentive obtainable and is set at 

twice the incentive obtainable at the target level

  A more detailed description of the function of the 

annual and 3-year variable components can be 

found in section 5, “MBO and LTI Plan”.

The variable remuneration of Management is based 

on short and medium/long-term objectives set in the 

annual and multi-year Industrial Plans announced to 

the market. 

It is relevant in this regard that the risk management 

process is now fully integrated into the strategic plan-

ning process. This guarantees that the set objectives for 

earning the variable bonus does not expose Pirelli to a 

risk appetite by management at variance with an ac-

ceptable level of risk as defined by the Board of Direc-

tors when approving the Plans.

Management remuneration is then structured in such a 

way as to assure balance among its components.

In particular, major weight is given to the variable com-

ponent (with the medium/long-term component pre-

vailing). If the objectives are met at the target level, this 

component represents:

  not less than 50% of the Annual Total Direct Com-

pensation at the target level for the Chairman and 

Chief Executive Officer, the General Managers, and 

the Managers with strategic responsibility;

  not less than 40% for Senior Managers, and lastly,

  not less than 25% for Executives.

A significant portion of the MBO-linked variable incen-

tive (25%) is deferred to encourage the continuity of 

results over time (so that payment of it is at risk) with 

a possible reward mechanism for enhancing the entire 

MBO incentive earned in each year in accordance with 

the level of achievement of MBO objectives in the fol-

lowing year, as explained below (for a detailed descrip-

tion, see section 5). 

The definition of a mix of objectives, including non-fi-

nancial objectives, for the medium/long-term variable 

portion avoids the preponderant weight of a single per-

formance objective. Moreover, the existence of objec-

The structure of Management remuneration, defined 

with the assistance of firms specialising in executive 

compensation and on the basis of international bench-

marks, is composed of three principal elements:

  fixed component: for Directors holding special of-

fices, the fixed component is set at the time of their 

appointment for their entire term by the Board of 

Directors, and, as an aggregate annual amount, it 

includes any fixed components for other positions 

that the Directors hold in the Pirelli Group.

  For the rest of Management, the fixed component is 

set when they are employed and may be periodically 

revised to take account of their performance, of their 

assumption of new responsibilities, and market salary 

trends for the type of position held by the individual;

  an annual variable component (MBO incentive): this 

is a pre-determined percentage of the fixed com-

ponent, with percentages that rise according to 

the position held and considering the benchmarks 

for each individual. If the objectives are attained at 

target level this percentage can range from a mini-

mum of 20% for Executives to a maximum of 100% 

for the Directors holding a special office who have 

been assigned specific functions. According to the 

role of the person concerned, it is designed to re-

ward the annual performance of the Group, the 

Company and/or the function to which he or she 

belongs. Moreover, there is a limit on the maximum 

MBO incentive obtainable which is set at twice the 

incentive obtainable at the target level; for the Di-

rectors holding special offices and assigned specific 

functions, it is 2.5 times the incentive obtainable at 

the target level. 

  the medium/long-term variable component: the LTI 

bonus is, likewise, set as a percentage of the fixed 

component and is aimed at rewarding Group perfor-

mance during the period 2014-2016. Like the MBO 

incentive, the 3-year LTI bonus is a pre-determined 

percentage of the fixed component, with percent-

ages that rise according to the position held and 

considering the benchmarks for each individual. 

If the objectives are attained at the target level this 

percentage can range from a minimum of 50% for 

Executives to a maximum of 250% for the Directors 
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ing a grant of financial instruments or options on fi-

nancial instruments, which if approved are published 

at the latest in the annual Remuneration Statement 

(without prejudice to any other disclosure obligations 

imposed by applicable laws and regulations). At the 

date of this Report, the Company has no incentive 

plans based on financial instruments.

It is noted, for the record, that the approval of the 

Shareholders’ Meeting shall be sought for that part of 

the 2014-2016 LTI Plan whereby the incentive is de-

termined on the basis of a Total Shareholder Return 

objective calculated commensurate with Pirelli’s per-

formance and against an index made up of selected 

peers in the tyre industry.

3.  REMuNERATION cOMMITTEE
Composition

As early as 2000, the Corporate Governance system 

then adopted by Pirelli & C. included a Remuneration 

Committee. 

The Committee has four members, all independent, 

consistent with the most rigorous approach recom-

mended by the Corporate Governance Code issued by 

Borsa Italiana (December 2011). 

The Remuneration Committee is appointed by the Board 

of Directors (which also appoints its Chairman), and its 

term lasts as long as the term of the Board of Directors.

The Remuneration Committee, which ends its period in 

office with the approval of the financial statements at 

December 31, 2013, comprises: Luigi Roth (Chairman); 

Anna Maria Artoni; Luigi Campiglio; and Pietro Guindani.

In the course of financial year 2013 Carlo Acutis (a di-

rector and Chairman of the Committee) stood down as 

Chairman and member of the Remuneration Commit-

tee since he no longer qualified as independent. Fol-

lowing this resignation, the Committee was restored to 

full strength through the appointment of Luigi Campi-

glio, while Luigi Roth (director), was appointed Chair-

man of the Committee.

Two members of the Committee (Anna Maria Artoni 

and Pietro Guindani) have adequate experience in fi-

nancial and remuneration matters, as determined by 

the Board of Directors when they were appointed. 

The entire Board of Statutory Auditors may participate 

tives for achieving a significant part of the LTI incentive 

that are based on cumulative economic/financial pa-

rameters over the 3-year period (without, therefore, any 

interim account stage) discourages action aimed solely 

at achieving short-term objectives in order to secure 

the annual incentive. 

For the other components of remuneration − office ter-

mination payments, non-competition agreements, and 

non-monetary benefits − granted to the various mem-

bers of Management, see the sections that describe the 

remuneration structure for each category.

2. “ ThE pROcEss" OF pOLIcy  
DEFINITION AND 
IMpLEMENTATION AND  
ThE pARTIEs INvOLvED

Policy definition is the result of a clear and transpar-

ent process in which the Remuneration Committee 

and the Board of Directors play a key role. The fact is, 

the Policy, following a motion from the Remuneration 

Committee, is adopted and annually approved by the 

Board of Directors, which then submits it to the con-

sultative vote of Meeting of the Shareholders.

The Board of Statutory Auditors gives its own opinion 

on the Policy, particularly in the part concerning Di-

rectors holding special offices.

The Remuneration Committee, the Board of Statutory 

Auditors, and the Board of Directors supervise policy 

application. For this reason, at least once annually, on 

presentation of the Remuneration Statement, the Sen-

ior Advisor for Human Resources and/or the Chief Hu-

man Resources Officer report(s) to the Remuneration 

Committee on compliance with the Policy.

The 2014 Policy – which has been approved by the 

Remuneration Committee, and then approved by the 

Board of Directors, after obtaining the favourable opin-

ion of the Board of Statutory Auditors at its meeting on 

March 27, 2014 – is submitted for the examination and 

non-binding vote of the Shareholders’ Meeting.

The point is made, merely as a detail, that under cur-

rent laws the Board of Directors has the discretion to 

adopt (or where the law so provides, to propose to the 

Shareholders’ Meeting) incentive mechanisms involv-
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  examines and submits to the Board of Directors the 

Annual Remuneration Report. Identifying by name 

each member of the Board of Directors and of the 

Board of Statutory Auditors, as well as the General 

Managers, and treating the Managers with strategic 

responsibility as an overall group, the report: 

    properly examines each item making up re-

muneration; 

    details the compensation paid during the refer-

ence year, for whatever reason any in whatever 

form, by the Company and its subsidiaries. 

It might be added that the Board of Directors has dele-

gated the responsibilities of the Committee for Related 

Party Transactions, required by Consob regulations, 

to the Internal Control, Risks and Corporate Govern-

ance Committee, barring solely issues regarding the 

remuneration of Directors and Manager with strategic 

responsibility, which are delegated to the Remunera-

tion Committee. 

Functioning

The Remuneration Committee meets whenever its 

Chairman deems appropriate, or on request by at least 

one of its members, by the Chairman of the Board of 

Directors or, if appointed, by the Chief Executive Officer 

and, in any event, as frequently as necessary for prop-

erly performing its duties.

The Remuneration Committee meetings are attend-

ed by the entire Board of Statutory Auditors1 and – if 

deemed appropriate and on invitation by the Remuner-

ation Committee – by other representatives of the Com-

pany and/or the Group as well as by the Independent 

Auditor. The Senior Advisor for Governance and Senior 

Advisor for Human Resources and/or the Chief Human 

Resources Officer are also present at all meetings. 

In accordance with the recommendations of the Cor-

porate Governance Code and best practices, the Direc-

tors holding special offices do not attend Remunera-

tion Committee meetings.

The Remuneration Committee meetings are called with 

notices sent by, inter alia, the Secretary, as delegated by 

the Chairman of the Remuneration Committee. 

in the activities of the Remuneration Committee.

The Secretary of the Board of Directors acts as Secre-

tary of the Remuneration Committee.

You are advised that the next Shareholders’ Meeting 

for approving the financial statements at December 31, 

2013 shall be called on to vote on the renewal of the 

Board of Directors of the Company.

Duties of the Remuneration Committee

The Remuneration Committee has advisory, policy 

making, and supervisory functions to assure definition 

and application within the Group of remuneration pol-

icies aimed, on the one hand, at attracting, motivating 

and retaining resources having the professional skills 

necessary to profitably pursue Group objectives and, 

on the other hand, aligning Management and Share-

holders interests. 

In particular, the Remuneration Committee: 

  assists the Board of Directors in defining the Gener-

al Remuneration Policy of the Group;

  periodically assesses the adequacy, overall consist-

ency and concrete application of the General Re-

muneration Policy;

  makes proposals to the Board of Directors in regard 

to Directors holding special offices, to the General 

Managers, and the tp Managers with strategic re-

sponsibility concerning:

    their remuneration, in line with the General 

Remuneration Policy;

    the setting of performance objectives related to 

the variable component of their remuneration;

    the making of any non-competition agree-

ments;

    the making of any agreements to terminate 

the relationship, including on the basis of the 

principles set out in the General Remunera-

tion Policy;

  assists the Board of Directors in vetting recommen-

dations to the Shareholders’ Meeting on adopting 

compensation plans based on financial instruments;

  monitors application of decisions taken by the 

Board of Directors, verifying in particular the ef-

fective achievement of established performance 

objectives;
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1  The corporate governance rules of the Company make special  provision enabling the entire Board of Statutory Auditors to directly monitor Committee activities 
and to perform its delegated supervisory functions more effectively.

4.  cONTENTs  
OF ThE 2014 pOLIcy

As previously mentioned, the Policy defines principles 

and guidelines to which: 

  the Board of Directors refers when defining the re-

muneration:

    of Directors of Pirelli & C. and, in particular, of 

the Directors holding special offices;

    of the General Managers;

    of the Managers with strategic responsibility;

  Pirelli refers when defining the remuneration of the 

Senior Managers and, more generally, the Execu-

tives of the Group.

5.  MbO AND LTI pLAN
MBO

The annual variable component (MBO incentive) re-

munerates the beneficiary’s performance on an annu-

al basis. 

Access to the annual variable component is contingent 

on fulfilling a financial condition (the so-called “on/

off condition”), which is determined having regard to 

the role performed by the beneficiary. The incentive 

is then calculated on the basis of a number of objec-

tives, likewise defined with regard for the specific role 

performed by the beneficiary. Corresponding to each 

such objective is an “entry threshold”, which attracts 

payment of an amount equal to 75% of the target-level 

incentive payment, and a cap, representing the maxi-

mum amount that can be earned.

The MBO objectives for Directors holding special of-

fices and who are assigned specific functions, for the 

General Managers, and for Managers with strategic re-

sponsibility, are set by the Board of Directors on a rec-

ommendation from the Remuneration Committee, and 

are linked to the annual performance of the Group. 

The objectives for Senior Managers and Executives are 

defined instead by their hierarchical superiors in col-

laboration with the Group Human Resources and Or-

ganisation Department and with the Group Manage-

The available documentation and information (or such, 

at any rate, as is necessary) is sent to all members of 

the Remuneration Committee sufficiently in advance 

of the meeting for them to express their opinions.

A majority of current members must be present for the 

Remuneration Committee meeting to have a quorum, 

and its decisions are approved by an absolute majori-

ty of the members present. Remuneration Committee 

meetings may be held by means of telecommunication 

links and are duly recorded in minutes by the Secretary 

and entered in a register.

The Remuneration Committee – which may draw on 

external consultants to perform its functions – has ad-

equate funding to discharge its duties and has abso-

lutely independent spending authority.

The Remuneration Committee may access key cor-

porate information and functions to discharge its du-

ties, availing itself of the Secretary’s assistance for this 

purpose.

For a more detailed description of the activities per-

formed in 2013 by the Remuneration Committee, see 

the Report on Corporate Governance and Ownership 

Structure.
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ment Control Department. In contrast with the treatment of top management, these persons may be set objectives 

linked to the operating performance of their specific unit/function as well as qualitative/quantitative objectives linked 

to specific parameters of individual performance.

MBO 2014

As in the past, access to the MBO 2014 incentive scheme is likewise dependent on a financial condition. In the case of 

Directors holding special offices and who are assigned special functions, of General Managers, and of Mangers with 

strategic responsibility, that condition is a Group Net Financial Position (before dividend distribution) that is aligned 

with the value set in the 2014-2017 Industrial Plan, inclusive of a “tolerance margin”.

The above individuals are then set two objectives of an economic/financial nature, that are mutually independent, 

namely Group Ebit (after restructuring charges) and Group Net Cash Flow (before dividend distribution). 

The target-level objectives represent a performance on a par with the corresponding objectives announced to the 

market. The scheme also includes an entry threshold, set at a less high level, which is rewarded with an incentive 

payment that is 75% of the amount obtainable at the target level. 

There is, in addition, a ceiling set on the maximum incentive payment obtainable under the scheme. For Directors 

holding special offices and who are assigned special functions this stands at 2.5 times the incentive at the target level, 

and for General Managers and Managers with strategic responsibility, it is twice the incentive at the target level. The 

final figure for the incentive between the entry threshold and the target level and between the target and maximum 

levels is arrived at on a straight-line basis.

Senior Managers and Executives, in addition to the access condition (a financial objective relating to the Group or to 

their Region of operation) and to the two economic and financial objectives (relating, again, to their organisational 

unit), are set a third objective for their performance as an individual manager. They, too, will receive an incentive 

reward that is 75% of the incentive payable at the target level if they achieve the lower-level entry threshold, and the 

limit on the maximum obtainable if they outperform the target-level objectives is twice the target-level incentive.

At the end of the financial year, when a final account of performance can be undertaken, the Group Human Resources 

and Organisation Department, assisted by the Group Management Control Department, conducts an audit on the 

level of fulfilment attained in pursuing the objectives. 

The table below sets out the objectives of the various office holders and the weighting of the respective objectives 

assuming that target-level performance is attained

Individual Objective %	weighting	
at	target	level

Chairman and Chief Executive Officer/ 
General Manager and Managers with 
strategic responsibility

Group Net Financial Position (before dividend distribution) On/Off Condition

Group Ebit (after restructuring charges) 65%

Group Net Cash Flow (before dividend distribution) 35%

Senior Manager/ Executive (Head Office) 

Group Net Financial Position (before dividend distribution) On/Off Condition

Group Ebit (after restructuring charges) 50%

Group Net Cash Flow (before dividend distribution) or a functional 
objective with Group-wide scope 

30%

Individual qualitative/quantitative performance 20%

BU/Region Senior Manager/ Executive

Group Net Financial Position (before dividend distribution), 
if for BU; Regional Net Financial Position, if for Region

On/Off Condition

BU/Region Ebit (prior to restructuring charges) 50%

Functional objective with a typically-wide Group scope 30%

Individual qualitative/quantitative performance 20%

AnnuAl FinAnciAl RepoRt At DecembeR 31, 2013  Remuneration Report

90



or assume the position of Executive as a result of in-

house career development. Where this happens, their 

inclusion is conditional on participation in the Plan 

for at least one whole financial year, and the bonus 

percentages are pro-rated according to the number of 

months of participation in the Plan.

The 2014-2016 LTI Plan provides for an incentive (“LTI 

bonus”) which is conditional on fulfilment of multi-year 

objectives and determined as a percentage of the gross 

annual fixed component/GAS received by the benefi-

ciary at the established Plan vesting date. This bonus 

percentage rises according to the position held and 

considering the benchmarks applicable to each indi-

vidual. Corresponding to each objective there is an 

entry threshold, which attracts payment of an amount 

equal to 75% of the target-level bonus, and a ceiling 

representing the maximum amount that can be earned.

Where all the objectives are fulfilled at the maximum 

level, the LTI Bonus may not exceed twice the bonus ob-

tainable for achieving the objectives at the target level.

In the event of a failure to reach the entry-level thresh-

old for any objective, no right to payment of the com-

mensurate bonus will accrue to the beneficiary. 

As with the previous Plans, the 2014-2016 LTI Plan 

likewise includes an access condition, consisting in 

fulfilling the 3-year creation-of-value objective, which 

measures the capacity of the company to create value 

over the medium-long term considering the profita-

bility after tax of ordinary operations compared with 

the amount of invested capital and its cost. In particu-

lar, this objective is equal to the difference between 

NOPAT (Net Operating Profit After Tax) and the weight-

ed average cost of fixed capital plus working capital.

As to the medium/long-term objectives of the LTI bo-

nus and the metrics for measuring them, the following 

three types of objective have been set, the first two of 

which are independent from one another, along with 

their respective weightings: 

  Group Total Shareholder Return (“TSR”), an ob-

jective applying equally to Management as a 

whole and comprising two mutually independent 

sub-objectives: (i) absolute TSR, with a weighting 

Deferral of payment of MBO incentive

Payment of 25% any MBO incentive as may be accrued 

is subject to a 12-month deferral and is conditional on 

achieving the MBO objectives of the following year. In 

particular, 

  if, in the year following the one when the MBO in-

centive was accrued, no MBO incentive is accrued, 

the deferred portion of the previous year’s MBO in-

centive (25% of the bonus accrued, as noted above) 

is forfeited;

  if, in the year following the one when the MBO incen-

tive was accrued, an MBO incentive at entry-thresh-

old level is accrued, the deferred portion of the pre-

vious year’s MBO incentive is released; 

  if, in the following year, an MBO incentive is accrued 

between the target level and the maximum level, 

an additional amount of between 20% and 40% of 

the incentive accrued in the previous year is paid 

out (for results in the following year ranging be-

tween the target level and the maximum level, the 

enhancement to the previous year’s MBO incentive 

is scaled up linearly). 

LTI Plan

In view of the introduction of a new Industrial Plan for 

2013-2017, the Board of Directors of Pirelli voted – with 

effect from December 31, 2013 – to terminate the me-

dium/long-term cash incentive for Management (the 

Long Term Incentive, or LTI) adopted in 2012 and geared 

to the objectives for the 3-year period 2012-2014.

As an effect of that decision, no payout was made of 

the 3-year incentive, not even a pro-rated payment, the 

“coinvestment” mechanism was abandoned, and any 

MBO incentive accrued for financial year 2013 was paid 

out in full. Concurrently, the Board of Directors approved 

the adoption of new LTI plan linked to the objectives of 

the 2014-2016 period as set out in the 2013-2017 Indus-

trial Plan submitted on 6th November 2013, with pre-re-

lease of the respective guidelines on that occasion.

Like the previous LTI plan, the new one, for 2014-2016, 

is open to all of Management (except for specific cas-

es, for example, the managers of the Internal Audit 

function) and may also be extended to those who join 

Group management during the 3-year period and/
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that accounts for 40% of the total LTI bonus and (ii) relative TSR, with a 20% weighting, measured against a panel 

of selected peers. Fuller details on the application of the Total Shareholder Return objective can be found in the 

document released at the time of the Shareholders’ Meeting;

  an objective specific to each Executive concerning their respective organisational unit (Group, Region, Business 

Unit): Return On Sales (ROS), calculated as the ratio between accumulated Ebit after restructuring charges over the 

3-year period and accumulated turnover over the same period; the weighting of ROS in the total LTI bonus is 30%; 

  the remaining 10% is calculated on the basis of a Sustainability indicator relating to the positioning of Pirelli in two 

indices, with equal weighting: (i) Dow Jones Sustainability Index, Autoparts and Tyre Sector, and (ii) FTSE4Good 

Tyre. This objective is only afforded recognition if the entry threshold for at least one of the two economic/finan-

cial objectives above is reached. 

The LTI objectives applying equally to the various individual managers together with their respective weightings at 

the target level, is tabulated below

Objective	 Weighting	at	the	target	level

Creation of value (difference between NOPAT -Net Operating Profit After Tax- and the 
weighted average cost of fixed plus working capital) 

On/Off Condition

ROS (calculated as the ratio between accumulated Ebit after restructuring charges over the 
3-year period and accumulated turnover over that 3-year period) of the Group, of the Business 
Unit, or of the Region (depending on the organisational unit in which the Executive works)

30%

“Absolute” TSR 40%

“Relative” TSR with respect to a selected panel of peers 20%

Sustainability indices 10%

Regarding the TSR and ROS objectives, for intermediate results ranging between the minimum value (entry threshold) 

and the target level or between the target level and the maximum level, the final assessment shall be made through 

linear scaling. The costs for the entire LTI incentive scheme are factored into the Industrial Plan, so that the cost of the 

LTI plan is “self-financed” by fulfilment of the objectives themselves. 

The LTI Plan also promotes employee retention. If the individual’s term in office and/or employment relationship 

should end for any cause or reason before completion of the 3-year period, the beneficiary – including Directors 

holding special offices and invested with special functions (as in the case of the Chairman and Chief Executive Officer, 

Mr. Tronchetti Provera) – ceases to be part of the LTI Plan and consequently the LTI bonus will not be paid, not even 

on a pro-rated basis.
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6. REMuNERATION OF DIREcTORs OF pIRELLI & c.
The Board of Directors is composed of: 

  Directors holding special offices who may also be assigned specific functions;

  Directors not holding special offices.

The delegation of authority to Directors only in urgent situations is insufficient to qualify them as Directors assigned 

specific functions.

On April 21, 2011 the Pirelli Shareholders’ Meeting that appointed the Board of Directors also approved an overall 

compensation amount for remuneration of the Directors, pursuant to Article 2389(1) of the Italian Civil Code, while 

leaving it to the Board of Directors to decide on how it was to be allocated. In particular, the Shareholders’ Meeting 

approved aggregate gross annual compensation of 1.7 million euros, which was subsequently allocated by the Board 

of Directors as follows

Body Appointment Gross	annual	compensation

Board of Directors Director 50 thousand euros

Internal Control, Risks, and Corporate 
Governance Committee

Chairman 40 thousand euros

Committee Member 30 thousand euros

Remuneration Committee
Chairman 25 thousand euros

Committee Member 20 thousand euros

Strategies Committee
Chairman (M. Tronchetti Provera) No compensation

Committee Member 25 thousand euros

Appointments & Successions Committee 
Chairman (M. Tronchetti Provera) No compensation

Committee Member 20 thousand euros

Supervisory Body Chairman and committee members 25 thousand euros

In accordance with best practices, no variable compensation was granted to Directors not holding special offices (as 

defined hereinabove). 

The Directors are also entitled to reimbursement of the expenses they incur on official business.

Again, in accordance with best practices, the Company implements a D&O (Directors & Officers) Liability insurance 

policy covering the third party liability of corporate bodies, General Managers, Managers with strategic responsibility, 

Senior Managers and Executives in the performance of their functions. The purpose of this policy is to indemnify 

Pirelli for the cost of any compensatory damages deriving from the relevant provisions of the applicable national 

collective bargaining agreement and the laws and regulations governing appointed positions, with exclusion of wilful 

misconduct and gross negligence.

No insurance, social security or pension coverage other than mandatory coverage is envisaged for Directors not 

holding special offices. 

7.  REMuNERATION OF DIREcTORs hOLDING spEcIAL OFFIcEs
At the time of their appointment or at the first meeting thereafter, the Remuneration Committee proposes the remu-

neration package for Directors holding special offices to the Board of Directors.

The remuneration package of Directors holding special offices who have been assigned specific functions consists 

of the following elements:

  a gross annual fixed component; 

  an annual variable component (i.e. MBO incentive);

  a medium/long-term variable component (comprising the LTI bonus and the annual rolling arrangement for 

deferred payment of part of the earned MBO incentive and for making an enhanced payment of the entire MBO 

earned depending on the level of MBO attainment in the following year).
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At the time of their appointment, the fixed component for Directors holding special offices who have been assigned 

specific functions is approved by the Board of Directors for their entire term, in an aggregate annual amount that also 

takes account of the other positions they hold in the Pirelli Group.

The remuneration package of Directors holding special offices and who have been assigned specific functions is 

determined on the basis of the following criteria:

  the fixed component represents no more than 50% of the Annual Total Direct Compensation at the target level; 

  the annual incentive (MBO incentive) earned at the target level is a pre-determined amount corresponding to 

100% of the fixed compensation for the main executive appointment. In any case, the maximum bonus cannot 

exceed 2.5 times that compensation;

  the annualised medium/long-term variable component, at the target level, represents at least 60% of the aggre-

gate variable component. The LTI Bonus includes a cap set on the maximum level obtainable, corresponding to 

twice the bonus at the target level. 

During his current tenure as a director, namely in financial year 2012, the structure of the remuneration of the Chair-

man and Chief Executive Officer (Mr Marco Tronchetti Provera) was modified following his waiver of a significant 

portion (about 20%) of the gross annual fixed salary set for the positions he holds, while attributing greater weight to 

the variable components. 

In particular, the fixed component was adjusted as follows:

  for the position held at Pirelli & C., he was paid just a fixed gross annual salary of 900 thousand euros, in addition 

to his compensation as board member (50 thousand euros gross, annually);

  for the position held at Pirelli Tyre S.p.A., he was granted a fixed gross salary of 2 million euros and annual and 

multi-year variable compensation, based on the criteria described above.

 

As to the incidence of the various components, the table below shows the structure of the compensation package 

of the Chairman and Chief Executive Officer, Mr Marco Tronchetti Provera, where both the annual objectives of the 

2014, 2015, and 2016 MBO schemes and the objectives set in the 2014-2016 LTI Plan are achieved (i) at the target level, 

or alternatively, (ii) at the maximum level.

Remuneration	of	the	Chairman	and	Chief	Executive	Officer:	structure	(annualised)

Performance	at	the	target	level Performance	at	maximum	level

Fixed component 42.0% 22.2%

Annual variable component (MBO incentive) 21.4% 28.2%

Medium/long-term variable component 36.6% 49.6%

Subject to the 12-month deferral arrangements affecting part of the MBO incentive, with the attendant risks and 

opportunities noted in section 1 and detailed in section 5, part of the medium/long-term variable component in the 

table is conditional on the level of attainment of results in financial year 2017 and will, accordingly, be paid out – if 

applicable – in financial year 2018. 

Regarding Directors holding special offices and assigned specific functions (at December 31, 2013, the Chairman and 

Chief Executive Officer, Mr Marco Tronchetti Provera), the Board of Directors made provision as below for those such 

Directors as do not have employee status, allowing entitlements comparable to those claimed by the Group’s Italian 

managers in law and/or through the National Collective Bargaining Agreement, namely:
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  a T.F.M. Office Termination Payment pursuant to Article 17(1)(c) of the T.U.I.R. Consolidated Income Tax Law no. 

917/1986, with characteristics similar to those of the TFR Severance Indemnity Payment under Article 2120 of 

the Italian Civil Code granted by law to the Italian managers of the Group, and including the contributions that 

would be payable by the employer to social security institutions or funds if the manager had an employment 

contract with the Group.

  a policy (i) against personal accidents they might suffer while performing their official duties and (ii) accidents 

unrelated to work, with the premiums charged to the Company;

  benefits for permanent disability and for death following illness;

  additional benefits typical of their office and currently granted within the Group to Managers with strategic re-

sponsibility and/or to Senior Managers (company car).

If a Director holds special offices but has not been assigned specific functions (at December 31, 2013, this was the 

case of the Deputy Chairmen, Mr Alberto Pirelli and, up to May 10, 2013, of Mr. Vittorio Malacalza), their remuneration 

as Directors consists solely of the annual fixed gross component. If a Director holding a special office is also an Exec-

utive/Senior Manager (Mr Alberto Pirelli), his remuneration is determined on the basis of the criteria envisaged in the 

Policy according to the position held. This part, too, is subject to examination by the Remuneration Committee and 

the Board of Directors.

No insurance, social security or pension coverage is provided to Directors holding special offices who have not been 

assigned specific functions, other than the mandatory coverage or that available to them as Directors.

The Remuneration Committee and the Board of Directors analyse the positioning, composition, and competitiveness 

of the remuneration paid to directors holding special offices. They perform these analyses with the assistance of 

independent firms specialising in executive compensation. Within the normal limits of benchmark analyses, these 

firms use methods designed to enable a thorough assessment of the complexity of roles in organisational terms, the 

specific functions assigned to them, and the impact of individuals on final business results. 

In particular, different parameters (sector, geography, etc.) are used to define the annually updated panel of bench-

mark companies. 

The benchmark sample of companies used in 2013 to analyse competitiveness and revise the remuneration of the 

Chairman and Chief Executive Officer of Pirelli & C. comprised 8 companies in the Car and Tyre segment, on the one 

hand, and 26 European “Large Cap” companies, on the other hand. 

 

The 8 companies making up the “Car and Tyre” panel are

BMW Daimler Michelin Renault and Nissan

Continental Fiat Peugeot Volkswagen

The 26 companies making up the “Large Cap Europe” panel are

Air Liquide L’Oreal Richemont Unilever

Carrefour Nestle Roche Holding Volkswagen

Daimler Novartis Royal Dutch Shell Wolters Kluwer

Danone Reckitt Benckiser Group SABMiller WPP

Heineken Reed Elsevier Sanofi Xstrata

Iberdrola Renault and Nissan Siemens

Linde Repsol Total
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  a medium/long-term variable component (com-

prising the LTI bonus and the annual rolling ar-

rangement for deferred payment of part of the 

earned MBO incentive and payment of an enhance-

ment of the entire MBO earned depending on the 

level of MBO attainment in the following year;

  benefits typically granted to Pirelli Executives.

 

Furthermore, provision as below is made for General 

Managers and for Managers with strategic respon-

sibility (comparable to the claims enjoyed by Senior 

Managers and Executives with an employment con-

tract in Italian law):

  supplementary retirement plans that obligate the 

employer company to pay an amount equal to 4% 

of the gross annual remuneration received into a 

pension fund, up to a maximum gross amount of 

150 thousand euros;

  supplementary health and life insurance in addi-

tion to what is prescribed by the National Collective 

Bargaining Agreement for Companies that Produce 

Goods and Services.

The fixed component for General Managers and Exec-

utives with strategic responsibility is determined when 

they are hired and periodically revised according to their 

performance, as resolved by the Board of Directors on 

a recommendation by the Remuneration Committee. 

When determining the remuneration of its individual 

members, the Board of Directors considers the fol-

lowing criteria:

  the fixed component represents no more than 50% 

of the Annual Total Direct Compensation at the 

target level; 

  for General Managers and the Chief Technical Officer 

the annual MBO incentive earned at the target level 

is a pre-set percentage of GAS, namely 75%, and for 

Managers with strategic responsibility, 50% of GAS

  the annualised, medium/long-term variable com-

ponent, at the target level, accounts for no less 

than 60% of the aggregate variable component. 

The LTI Bonus is also subject to a cap, limiting the 

maximum that can be earned to twice the bonus at 

the target level. 

8.  ThE bOARD OF sTATuTORy 
AuDITORs

The Shareholders’ Meeting sets a fixed annual amount 

for remuneration of the Board of Statutory Auditors. 

In particular, at the date the Board of Auditors was re-

newed in financial year 2012, the fixed annual gross 

amount payable to the Chairman was set at 75 thou-

sand euros and the amount payable to the members 

of the Board of Auditors was set at 50 thousand euros. 

For the Statutory Auditor appointed to the Compliance 

Programme Supervisory Body, the Board of Directors, 

following its renewal, determined gross annual com-

pensation of 25 thousand euros.

The Statutory Auditors are also entitled to reimburse-

ment of the expenses they incur on official business.

 

In accordance with best practices, the Company pro-

vides a D&O (Directors & Officers) Liability insurance 

policy covering the third party liability of corporate 

bodies, General Managers, Managers with strategic 

responsibility, Senior Managers and Executives in the 

performance of their functions. The purpose of this 

policy is to indemnify Pirelli for the cost of damag-

es arising out of provisions in the applicable national 

collective bargaining agreement and legal provisions 

regarding appointed positions, with exclusion of wilful 

misconduct and gross negligence.

9.  GENERAL MANAGERs AND 
MANAGERs wITh sTRATEGIc 
REspONsIbILITy

At December 31, 2013, Pirelli & C. had: one General 

Manger for Operations (Mr Gregorio Borgo) and four 

Managers with strategic responsibility: (Mr Maurizio 

Boiocchi, Mr Francesco Chiappetta2, Mr. Francesco Tan-

zi, and Mr Maurizio Sala. Additionally, as of January 1, 

2014, they were joined by Mr. Christian Vasino and, with 

effect from 27 March 2014, by Mr. Giuliano Menassi).

The remuneration of the General Managers and Man-

agers with strategic responsibility is composed of the 

following elements: 

  a gross annual fixed component;

  an annual variable component (MBO incentive);
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2  As with effect from January 31, 2014, Mr. Francesco Chiappetta withdrew from his previous commitments to take on the role of Senior Advisor Governance in 
support of the Chairman and Chief Executive Officer.  At the same time he stepped down as a manager with strategic responsibilities.

3  The managers in question are: Francesco Tanzi (Chief Financial Officer); Maurizio Sala (Chief Planning and Controlling Officer); Maurizio Boiocchi (Chief Tech-
nical Officer); and  Christian Vasino (Chief Human Resources Officer). 

As for the General Manager Operations the fixed component now stands at an overall figure of 600 thousand euros 

gross.

Regarding the incidence of the various components, the table below shows the structure of the compensation pack-

age of the General Manager Operations and, as an aggregate figure, of the directors with strategic responsibility, 

where both the annual objectives of the 2014, 2015, and 2016 MBO schemes and the objectives set in the 2014-2016 

LTI Plan are achieved (i) at the target level, or alternatively, (ii) at the maximum level.

Remuneration	of	the	General	Manager	Operations;	structure	(annualised)

Performance	at	the	target	level Performance	at	maximum	level

Fixed component 39.0% 22.5%

Annual variable component (MBO incentive) 21.9% 25.4%

Medium/long-term variable component 39.1% 52.1%

Overall	remuneration	of	the	4	Managers	with	strategic	responsibility3:	structure	(annualised)

Performance	at	the	target	level Performance	at	maximum	level

Fixed component 43.6% 26.1%

Annual variable component (MBO incentive) 19.1% 22.9%

Medium/long-term variable component 37.3% 51%

Subject to the 12-month deferral arrangements regarding part of the MBO incentive, with the risks and opportunities 

referred to in section 1 and detailed in section 5, part of the medium/long-term variable component in the table is 

conditional on the level of attainment of results in financial year 2017 and will, accordingly, be paid out – if applica-

ble – in financial year 2018.

The process for definition of the remuneration of General Managers is similar to that illustrated for the Directors hold-

ing special offices.

In regard to the Managers with strategic responsibility, the Remuneration Committee assesses the consistency of 

their remuneration with the Policy. 

The remuneration of General Managers and Managers with strategic responsibility is also analysed with the assis-

tance of independent firms specialising in executive compensation. Definition of this remuneration is revised annual-

ly and published in the annual Remuneration Statement. In particular, a variety of parameters (sector, geography, etc.) 

are used to define the annually updated panel of benchmark companies. 

In regard to the General Manager Operations and Managers with strategic responsibility the benchmark market used 

to verify the competitiveness of the respective remuneration includes 236 companies in the following European 

countries: Belgium, France, Germany, Italy, Spain, Netherlands and the United Kingdom.

10. sENIOR MANAGERs AND ExEcuTIvEs
The remuneration of Senior Managers and Executives in general is composed of the following elements:

  a gross annual fixed component (i.e. GAS);

  an annual variable component (MBO incentive);

  a medium/long-term variable component (comprising the LTI bonus and the annual rolling arrangement for de-

ferred payment of part of the earned MBO incentive and for providing an enhanced payment of the entire MBO 

earned depending on the level of MBO performance in the following year.

  benefits as are customary in company practice (e.g. company car and, in the case of foreign assignments, contri-

bution to housing costs and possibly to children’s school expenses).
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Furthermore, the Executives and Senior Managers with an Italian employment contract are entitled to:

  supplementary retirement plans that entail the employer company in paying an amount equal to 4% of the gross 

annual remuneration received to a pension fund, up to a maximum gross amount of 150 thousand euros;

  supplementary health and life insurance in addition to the requirements of the National Collective Bargaining 

Agreement for Companies that Produce Goods and Services.

The Pirelli Group considers the following criteria when determining the remuneration and individual components of 

remuneration of Senior Managers and Executives:

  fixed component: (i) for Senior Managers, its weight is generally not more than 60% of the Annual Total Direct 

Compensation at the target level, and (ii) for Executives, its weight is generally not more than 75% of the Annual 

Total Direct Compensation at the target level; 

  an annual MBO incentive that, at the target level, accounts for not less than 20% of GAS. 

  the annualised medium/long-term variable component, at the target level, accounts for not less than 60% of the 

aggregate variable component. For the LTI bonus there is a limit on the maximum level that caps it at twice the 

bonus at the target level.

 

The table below presents the structure of the compensation package for Senior Managers and Executives (taken 

overall) and shows the incidence of the various (annualised components of their compensation package where both 

the annual objectives of the 2014, 2015, and 2016 MBO schemes and the objectives set in the 2014-2016 LTI Plan are 

achieved (i) at the target level, or alternatively, (ii) at the maximum level

Remuneration	of	Senior	Managers:	structure	(annualised)

Performance	at	the	target	level Performance	at	maximum	level

Fixed component 49.1% 31%

Annual variable component (MBO incentive) 14.7% 18.6%

Medium/long-term variable component 36.2% 50.4%

Remuneration	of	Executive:	annualised	structure

Performance	at	the	target	level Performance	at	maximum	level

Fixed component 71.1% 52.8%

Annual variable component (MBO incentive) 10.7% 15.8%

Medium/long-term variable component 18.2% 31.4%

Subject to the 12-month deferral arrangements regarding part of the MBO incentive, with the risks and opportunities 

referred to in section 1 and detailed in section 5, part of the medium/long-term variable component in the table is 

conditional on the level of attainment of results in financial year 2017 and will, accordingly, be paid out – if applicable 

– in financial year 2018.

 

The Group may include Senior Managers and Executives in possible incentive schemes adopted by the Group that 

assign financial instruments or options on instruments. In this connection, as already noted, at the date of this Report 

the Company has no incentive programmes involving financial instruments in place.

The remuneration of Executives and Senior Managers is also analysed with the assistance of independent firms 

specialising in executive compensation. Inter alia, this analysis takes account of the position held by the individual 
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el employee status with the Group. Payment of a specif-

ic allowance may be granted, subject to prior review by 

the delegated corporate bodies, in the following cases:

  termination by the Company without just cause;

  termination by the Director with just cause: for ex-

ample, in the case of substantial changes in his role 

or assigned duties, and/or in the event of a hostile 

takeover offer. 

In these cases, allowance amounts to twice the Direc-

tor’s gross annual compensation, where gross annual 

compensation means the sum of the gross annual fixed 

salaries for the offices held in the Group, the average of 

the annual variable remuneration (MBO incentive) ac-

crued during the previous 3-year period, and the “TFM” 

severance payment on termination of office reckoned 

on the foregoing amounts. 

12. NON-cOMpETITION cLAusEs
With its General Managers and Managers with strategic 

responsibility, as well as with key professional figures 

at Senior Manager and Executive level, the Group may 

make non-competition agreements that entail payment 

of a GAS-related consideration determined by the dura-

tion and extent of the restrictions in the agreement.

The restriction applies to the merchandise sector in 

which the Group operates at the time the agreement is 

made and to its territorial coverage. The extent of the 

restriction varies according to the role of the person 

when the agreement is made and may, as in the case 

of the General Directors, cover all countries where the 

Group operates.

13.  chANGEs TO ThE 
REMuNERATION pOLIcy 
cOMpARED TO ThE 
pREvIOus FINANcIAL yEAR

The 2014 Policy takes account of the adoption of a new 

2014-2016 Long Term Cash Incentive Plan (“new LTI 

Plan”) geared to the new 2013-2017 Industrial Plan and of 

the resulting early termination of the 3-year 2012-2014 

Long Term Cash Incentive Plan (without any payout of 

the 3-year incentive, not even a pro-rated payment). 

 

manager and the country where he or she is assigned.

For the Internal Audit Manager, the Board of Directors 

has determined – in accordance with best practices 

and as recommended by the Internal Control, Risks 

and Corporate Governance Committee – that the fixed 

component should have greater weight with respect 

to the variable component. However, the Internal Au-

dit Manager (and, generally speaking, the managers of 

the Internal Audit function) are not included in the LTI 

Incentive Plan, but benefit only from the annual incen-

tive plan linked largely to qualitative objectives subject 

to review by the Internal Control, Risks and Corporate 

Governance Committee and the Board of Directors, on 

proposal by the Director assigned to supervise the in-

ternal control system.

11.  ALLOwANcEs IN ThE EvENT 
OF REsIGNATION, DIsMIssAL 
OR TERMINATION

It is not Pirelli Group policy to make agreements with 

Directors, General Managers, Managers with strategic 

responsibility, Senior Managers and Executives that 

regulate ex ante the economic issues arising in the case 

of early termination of their contract by the Company 

or by the individual employee (i.e. “golden parachutes”).

Agreements made when an existing relationship with 

the Group is terminated without just cause are not 

considered golden parachutes. In these cases, Pirelli 

prefers to seek agreements for consensual termination 

of the relationship. Without prejudice to statutory and/

or contractual obligations, agreements made for termi-

nation of an employment relationship with the Group 

are based on applicable benchmarks and within the 

limits defined by case law and custom in the country 

where the agreement is made.

The Company defines internally the criteria which the 

other companies of the Group must also follow in reach-

ing agreements on the early termination of contracts 

with managers and/or Directors holding special offices.

Pirelli makes no provision to pay allowances or extraor-

dinary compensation for contract termination affecting 

Directors holding special offices, who are assigned spe-

cific functions, and who do not have management-lev-
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As against the previous year, the Policy has been revised to take account of the adoption of the new LTI Plan together 

with the discontinuance of the Bonus Bank arrangement. The revision concurrently extends to the MBO variable 

incentive, which, while retaining the entry threshold, departs from the previous version through the inclusion of a 

different rolling arrangement for deferring part of the MBO incentive accrued and for possibly enhancing the MBO 

incentive accrued if given objectives are achieved in the following year. The effect of this deferral arrangement is that 

effective payment of part of the medium/long-term variable component is made in financial year 2018 because it is 

dependent on the level of results reached in financial year 2017 (and, accordingly, in the second year after the end of 

the 3-year period covered by the 2014-2016 Plan). Following the discontinuance of the Bonus Bank, the entire 2013 

MBO incentive accrued shall be paid out in its entirety, without any “setting aside”. 

Likewise, there have been percentage changes in the variable incentives that apply to the whole of management. 

Their effect is to marginally reduce earnings prospects at the target level and, where objectives are achieved at the 

maximum level, to provide an increase broadly of the same order, while leaving the total compensation package for 

results in the range between the target level and the maximum level entirely unchanged. By contrast, there is a more 

appreciable reduction for the attainment of objectives at the minimum level of access to the incentive payments.

Included in the 2014 Policy are some changes in wording to lend greater clarity to the text of the 2013 Policy.

14. OThER INFORMATION
Pursuant to Consob Resolution no. 18049 of December 23, 2011, notice is given that:

  the Company did not avail itself of the assistance of external advisors and/or experts in preparing the 2014 Policy; 

  Pirelli does not have any stock option plans in place;

  Pirelli did not refer to specific remuneration policies of other companies when defining the 2014 Policy. The crite-

ria used to select the benchmarks are indicated in regard to the structure of remuneration for each individual.

Regarding the Remuneration Report as in Article 123-ter of the Consolidated Law on Financial Intermediation, Model 

Format no. 7-bis adopted with Consob Resolution no. 18049 of December 23, 2011 provides that the section of that 

report concerning members of the administrative bodies, the General Managers and the other Managers with strate-

gic responsibility must, at least, contain the information indicated in said Model Format. The table below sets out the 

information required and indicates where, in the Report, it is found.

Information	required	under	Model	Format	7-bis Sections	that	specifically	contain	the	required	information

bodies or persons involved in the preparation and approval of the 
remuneration policy, specifying their roles, and the bodies or per-
sons responsible for proper implementation of this policy.

2.  Process for definition and implementation of the Policy and par-
ties involved

3.  Remuneration Committee

any action by a remuneration committee or another committee 
with delegated authority in this regard, describing its composition 
(distinguishing between non-executive directors and independent 
directors), responsibilities, and operating procedures;

2.  Process for definition and implementation of the Policy and par-
ties involved

3.  Remuneration Committee

the name of any independent experts who might have participated 
in the preparation of the remuneration policy; 14.  Other information

the aims pursued by the remuneration policy, its fundamental prin-
ciples, and any changes in the remuneration policy from the pre-
vious financial year; 

1.  Principles and examination of risks

13.  Changes to the Remuneration Policy compared to the previous 
financial year
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description of the policies governing fixed and variable compo-
nents of remuneration, particularly in regard to indication of their 
weight in relation to aggregate remuneration and distinguishing 
between short and long-term variable components;

The structure of remuneration for different individuals is descri-
bed in the sections indicating the different fixed/variable and short-
term variable/medium/long-term variable weights.si fisso/variabile; 
variabile di breve/variabile di medio-lungo periodo

6.  Remuneration of Directors of Pirelli & C.

7.  Remuneration of Directors holding special offices

8. The Board of Statutory Auditors

9.  General Managers and Managers with strategic responsibility

10.  Senior Managers and Executives

The following section illustrates how the variable components of 
remuneration work:

5.  MBO and LTI Plan

the policy applied to non-monetary benefits; 

Sections for the individual positions

6. Remuneration of Directors of Pirelli & C.

7.  Remuneration of Directors holding special offices

9.  General Managers and Managers with strategic responsibility

10.  Senior Managers and Executives

in reference to the variable components, a description of the per-
formance objectives on the basis of which they are assigned, di-
stinguishing between short-term and medium/long-term variable 
components, and information about the link between the change 
in results and the change in remuneration; 

5.  MBO and LTI Plan

the criteria used for assessing performance objectives underlying 
the grant of shares, options, other financial instruments or other 
variable components of remuneration; 

5.  MBO and LTI Plan

information intended to illustrate the consistency of the remune-
ration policy with pursuit of the company's long-term interests and 
the risk management policy, if such exists;

1.  Principles and examination of risks

5.  MBO and LTI Plan

And for the individual positions

6. Remuneration of Directors of Pirelli & C.

7.  Remuneration of Directors holding special offices

8.  The Board of Statutory Auditors

9.  General Managers and Managers with strategic responsibility

10.  Senior Managers and Executives

the vesting period, any deferred payment systems, with indication 
of the deferral periods and criteria used to determine these periods 
and, if envisaged, the mechanisms for ex post correction; 

Pirelli does not have any stock option plans in place.
In regard to the mechanisms for deferral of variable monetary com-
ponents, see Section:

5.  MBO and LTI Plan

information on any clauses governing the retention of financial in-
struments after purchase, with indication of the retention period 
and criteria used to determine these periods; 

Pirelli does not have any stock option plans in place.

the policy governing any consideration payable on expiry of term in 
office or termination of the employment relationship, specifying what 
circumstances establish the right and any link between said conside-
ration and company performance; 

11.  Allowances in the event of resignation, dismissal or termination

12.  Not-to-compete clauses

information about any insurance, social security or pension cove-
rage other than mandatory plans; 

Sections for the individual positions

6.  Remuneration of Directors of Pirelli & C.

7.  Remuneration of Directors holding special officese

8. The Board of Statutory Auditors

9.  General Managers and Managers with strategic responsibility

10.  Senior Managers and Executives

the remuneration policy that might be applied in reference to: (i) 
independent directors, (ii) participation on committees and (iii) hol-
ding special offices (chairman, deputy chairman, etc.); 

6. Remuneration of Directors of Pirelli & C.

whether the remuneration policy was defined by using the remu-
neration policies of other benchmark companies, and if so, the cri-
teria used to choose these companies

14.  Other information
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