BASE PROSPECTUS

IRELL

Pirelli International plc
(incorporated with limited liability in England and Wales)
and
Pirelli & C. S.p.A.
(incorporated with limited liability as a Societa per Azioni in the Republic of Italy)
as Issuers

ut2,000,000, 000
Euro Medium Term Note Programme
guaranteed on the basis set out below by

Pirelli Tyre S.p.A.
(incorporated with limited liability as a Societa per Azioni in the Republic of Italy)
or
Pirelli & C. S.p.A.

Under this 02,000,000, 000 Eu rRrogritent’, @irelli IftermatonaNote'(Pieelli Piternagiona ‘thamed Pirglit &hGe S.p.A."Pirelli") (each
an"Issuer’ and together, thdssuers') may from time toitme each issue notes (ttidotes’) denominated in any currency agreed between the relevant Issuer and the relevant
Dealer (as defined below).

The payments of all amounts due in respect of the Notes issued by Pirelli International will iditiovaly and irrevocably (subject as described below) guaranteed by either
Pirelli Tyre S.p.A. (Pirelli Tyre") or Pirelli as specified in the applicable Final Terms or, in the case of Exempt Notes, the applicable Pricing Sufiplsmséntapacity, a
"Guarantor"). Notes issued by Pirelli will be unconditionally and irrevocably guaranteed (subject as described below) by Pirelsolgredified as a Guarantor in the
applicable Final Terms or, in the case ofeBEwpt Notes, the applicable Pricing Supplement (in such capaci@uarantor”, and together with Pirelli in its capacity as
Guarantor as described aboV&uarantors”). If no Guarantor is specified in the applicablediTerms or, in the case of Exempt Notes, the applicable Pricing Supplement,
Notes issued by Pirelli will not have the benefit of a guarantee (subject to Cor&igifRelease and Appointment of Guarajoin each case, under certain circumstances,
therelevant Guarantor may be released from its obligation to guarantee the Notes and/or a new Guarantor may provide afdgbariotes, as described in Condit®3
(Release and Appointment of Guaraiptof the Terms and Conditions of the Notes. Rafees herein tdGuaranteed Note$ are to Notes which are for the time being
guaranteed by Pirelli or Pirelli Tyre as set out above.

The maximum aggregate nominal amount of all Notes from time to time outstanding under the Peogramml| | not exceed 02,000,000, 000
calculated as described in the Programme Agreement described herein), subject to increase as described herein.

The Notes may be issued on a continuing basis to one or more of thesBpaleified underOverview of the Programmend any additional Dealer appointed under the
Programme from time to time by an Issuer (eatBealer' and together theDealers'), which appointment may be for a specific issu@®n an ongoing basis. References in
this Base Prospectus to thelevant Dealet’ shall, in the case of an issue of Notes being (or intended to be) subscribed by more than one Dealer, be to all Dewjérs agree
subscribe sucNotes.

An investment in Notes issued under the Programme involves certain risks. For a discussion of these risks §&sK' Factors.

Application has been made to tBemmission de Surveillance du Secteur Finan(tiez "CSSF') in its capacityas competent authority under the Luxembourg Act dated 10

July 2005 on prospectuses for securities, as amendetP(thgpectus Act 2005) to approve this document as a base prospectus. The CSSF assumes no responsibility for the

economic and financial soundness of the transactions contemplated by this Base Prospectus or the quality or solvessyeos theatcordance with Article 7(7) of the
Prospectus Act 2005. Application has also been made to the Luxembourg Stock Efsh&\wes issued under the Programme to be admitted to trading on the Luxembourg
Stock Exchangs regulated market and to be listed on the Official List of the Luxembourg Stock Exchange.

References in this Base Prospectus to Notes Béstgd" (and all related references) shall mean that such Notes have been admitted to trading on the Luxembourg Stock

Exchangés regulated market and have been admitted to the Official List of the Luxembourg Stock Exchange. The Luxembourg Stoeks Eeghlarefd market is a
regulated market for the purposes of the Markets in Financial Instruments Directive (Directive 2004/39/EC).

The requirement to publish a prospectus under the Prospectus Directive only applies to Notes which are to be admittgcbtoatreetjulated market in the European
Economic Area and/or offered to the public in the European Economic Area other than in circumstances where an exerajiible israler Article 3.2 of the Prospectus
Directive (as implemented in the relevant MemBeate(s)). References in this Base Prospecti&xempt Note$ are to Notes for which no prospectus is required to be
published under the Prospectus Directiiee CSSF has neither approved nor reviewed information contained in thisd@e Prospectus in connection with Exempt Notes.

Notice of the aggregate nominal amount of Notes, interest (if any) payable in respect of Notes, the issue price ofde¢otais atlder information which is applicable to each

Tranche (as defined undefékrms and Conditions of the Notg®f Notes will (other than in the case of Exempt Notes, as defined above) be set out in a final terms document

(the"Final Terms") which will be filed with the CSSF. This Base Prospectus and the FinaisTia relation to Notes to be listed on the Official List of the Luxembourg Stock
Exchange will also be published on the website of the Luxembourg Stock Exchamgeburse.lu In the case of Exempt Notes, notice of the aggregate nominal amount of
Notes interest (if any) payable in respect of Notes, the issue price of Notes and certain other information which is appéeahl&tanche will be set out in a pricing
supplement document (thricing Supplement').

The Programm provides that Notes may be listed or admitted to trading, as the case may be, on such other or further stock exchkeges®nmay be agreed between the
relevant Issuer, the relevant Guarantor and the relevant Dealer. The Issuers may alsassstiélotes and/or Notes not admitted to trading on any market.

The Notes have not been, and will not be, registered under the United States Securities Act of 1933, as ame8dedriftee Act) or with any securities regulatory
authority of any stater other jurisdiction of the United States, and Notes in bearer form are subject to U.S. tax law requirements. The Notdweroffgred, sold or (in the
case of Notes in bearer form) delivered within the United States or to, or for the accountfibrofiebeS. persons (as defined in Regulation S under the Securities Act
("Regulation S")) except in certain transactions exempt from the registration requirements of the Securities Act.

Arranger
BNP PARIBAS
Dealers
Banca IMI BofA Merrill Lynch
Commeebank HSBC
J.P. Morgan Mediobancd Banca di Credito Finanziario S.p.A.
Mizuho Securities UniCredit Bank

The dateof this Base Prospectus is d@nuary2018.
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IMPORTANT INFORMATIO N

This Base Prospectus comprises a base prospectus in respect of atitNertelsan Exempt Notes issued
under the Programme for the purposes of Article 5.4 of Directive 2003/71/EC as amended (which
includes the amendments made by Directive 2010/78(fd" Prospectus Directive).

The Issuers andhé Guarantors accept responsibility for the information contained in this Base Prospectus
and the relevant Issuer and the relevant Guarantor (if any) accept responsibility for the information
contained in the applicable Final Terms, or, in the case of pEixdéwotes, the applicable Pricing
Supplement, for each Tranche of Notes issued under the Programme. To the best of the knowledge of the
Issuers and the Guarantors (each having taken all reasonable care to ensure that such is the case) the
information contaied in this Base Prospectus is in accordance with the facts and does not omit anything
likely to affect the import of such information.

This Base Prospectus is to be read in conjunction with all documents which are deemed to be
incorporated herein by refemce (se€Documents Incorporated by Refereficelhis Base Prospectus

shall be read and construed on the basis that such documents are incorporated and form part of this Base
Prospectus.

The requirement to publish a prospectus under the Prospectus\irecly applies to Notes which are

to be admitted to trading on a regulated market in the European Economic Area and/or offered to the
public in the European Economic Area other than in circumstances where an exemption is available under
Article 3.2 of theProspectus Directive (as implemented in the relevant Member State(s)). References in
this Base Prospectus ‘texempt Note$ are to Notes for which no prospectus is required to be published
under the Prospectus Directive.

Neither the [Ralers nor the Trustee nor the Agents (as defined below) have independently verified the
information contained herein. Accordingly, no representation, warranty or undertaking, express or
implied, is made and no responsibility or liability is accepted leyDlealers or the Trustee as to the
accuracy or completeness of the information contained or incorporated in this Base Prospectus or any
other information provided by the Issuers or the Guarantors in connection with the Programme. None of
the Dealers or th@&rustee or the Agents accept any liability in relation to the information contained or
incorporated by reference in this Base Prospectus or any other information provided by the Issuers or the
Guarantors in connection with the Programme.

No person is or&s been authorised by the Issuers, the Guarantors or the Trustee to give any information
or to make any representation not contained in or not consistent with this Base Prospectus or any other
information supplied in connection with the Programme or thée®@nd, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuers, the
Guarantors, any of the Dealers or the Trustee.

Neither this Base Prospectus nor any other information supplied in connsittidche Programme or any

Notes (a) is intended to provide the basis of any credit or other evaluation or (b) should be considered as a
recommendation by the Issuers, the Guarantors, any of the Dealers or the Trustee that any recipient of this
Base Prospus or any other information supplied in connection with the Programme or any Notes
should purchase any Notes. Each investor contemplating purchasing any Notes should make its own
independent investigation of the financial condition and affairs, and ws appraisal of the
creditworthiness, of the Issuers and/or the Guarantors. Neither this Base Prospectus nor any other
information supplied in connection with the Programme or the issue of any Notes constitutes an offer or
invitation by or on behalf of thissuers or the Guarantors, any of the Dealers or the Trustee to any person
to subscribe for or to purchase any Notes.

Neither the delivery of this Base Prospectus nor the offering, sale or delivery of any Notes shall in any
circumstances imply that thefarmation contained herein concerning the Issuers and/or the Guarantors is
correct at any time subsequent to the date hereof or that any other information supplied in connection with
the Programme is correct as of any time subsequent to the date indicttedlocument containing the

same. The Dealers and the Trustee expressly do not undertake to review the financial condition or affairs
of the Issuers or the Guarantors during the life of the Programme or to advise any investor in the Notes of
any informdion coming to their attention.
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The Dealers will not regard any actual or prospective holdeotds(whether or not a recipient of this

Base Prospectus and/or the relevant Final Terms or Pricing Supplement) as their client in relation to the
offering described in this Base Prospectus and/or the relevant Final Terms or Pricing Supplement and will
not be responsible to anyone other than the Issuer for providing the protections afforded to its clients nor
for providing the services in relation to the offegidescribed in this Base Prospectus and/or the relevant
Final Terms or Pricing Supplement or any transaction or arrangement referred to herein or therein.

IMPORTANT INFORMATION RELATING TO THE USE OF THIS BASE PROSPECTUS AND
OFFERS OF NOTES GENERALLY

This Base Prospectus does not constitute an offer to sell or the solicitation of an offer to buy any Notes in
any jurisdiction to any person to whom it is unlawful to make the offer or solicitation in such jurisdiction.
The distribution of this Base Prospectarsl the offer or sale of Notes may be restricted by law in certain
jurisdictions. The Issuers, the Guarantors, the Dealers and the Trustee do not represent that this Base
Prospectus may be lawfully distributed, or that any Notes may be lawfully offeredripliance with

any applicable registration or other requirements in any such jurisdiction, or pursuant to an exemption
available thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has ée taken by the Issuers, the Guarantors, the Dealers or the Trustee which is
intended to permit a public offering of any Notes or distribution of this Base Prospectus in any
jurisdiction where action for that purpose is required. Accordingly, no Noteshmayffered or sold,
directly or indirectly, and neither this Base Prospectus nor any advertisement or other offering material
may be distributed or published in any jurisdiction, except under circumstances that will result in
compliance with any applicablaws and regulations. Persons into whose possession this Base Prospectus
or any Notes may come must inform themselves about, and observe, any such restrictions on the
distribution of this Base Prospectus and the offering and sale of Notes. In partfedarare restrictions

on the distribution of this Base Prospectus and the offer or sale of Notes in the United States, the
European Economic Area (including the United Kingdom, the Republic of Italy and France), Japan, Hong
Kong,andthe PRC, seéSubscrption and Salé

This Base Prospectus has been prepared on a basis that would permit an offer of Notes with a
denomination of |l ess than 0100,000 (or its equivale
there is an exemption from the obligation under the PaigpeDirective to publish a prospectus. As a
result, any offer of Notes in any Member State of the European Economic Area which has implemented
the Prospectus Directive (each;Relevant Member Staté) must be made pursuart &n exemption

under the Prospectus Directive, as implemented in that Relevant Member State, from the requirement to
publish a prospectus for offers of Notes. Accordingly any person making or intending to make an offer of
Notes in that Relevant Member Stahay only do so in circumstances in which no obligation arises for

an Issuer or any Dealer to publish a prospectus pursuant to Article 3 of the Prospectus Directive or
supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in egdh celation to

such offer. Neither the Issuers nor any Dealer have authorised, nor do they authorise, the making of any
offer of Notes in circumstances in which an obligation arises for the Issuers or any Dealer to publish or
supplement a prospectus farch offer.

The Notes may not be a suitable investment for all investors. Each potential investor in the Notes must
determine the suitability of that investment in light of its own circumstances. In particular, each potential
investor may wish to consideeither on its own or with the help of its financial and other professional
advisers, whether it:

0] has sufficient knowledge and experience to make a meaningful evaluation of the Notes, the
merits and risks of investing in the Notes and the informationagwed or incorporated by
reference in this Base Prospectus or any applicable supplement;

(i) has access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Notes and thadntpe Notes will have on its
overall investment portfolio;

(iii) has sufficient financial resources and liquidity to bear all of the risks of an investment in the

Notes, including Notes with principal or interest payable in one or more currencies, or where the
currency for principal or interest payments is different from the potential inieestorency;
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(iv) understands thoroughly the terms of the Notes and is familiar with the behaviour of any relevant
indices and financial markets; and

v) is able to evaluate possthscenarios for economic, interest rate and other factors that may affect
its investment and its ability to bear the applicable risks.

Legal investment considerations may restrict certain investments. The investment activities of certain
investors are sijbct to legal investment laws and regulations, or review or regulation by certain
authorities. Each potential investor should consult its legal advisers to determine whether and to what
extent (1) Notes are legal investments for it, (2) Notes can be wssedllateral for various types of
borrowing and (3) other restrictions apply to its purchase or pledge of any Notes. Financial institutions
should consult their legal advisors or the appropriate regulators to determine the appropriate treatment of
Notes umler any applicable riskased capital or similar rules.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as
amended (the'Securities Act'), and are subject to U.S. tax law requirerserubject to certain
exceptions, Notes may not be offered, sold or delivered within the United States or to, or for the account
or benefit of, U.S. persons (s&ubscription and Sdlg

IMPORTANT i EEA Retail Investors

If the Final Termqor, in the casef Exempt Notes, the applicable Pricing Supplemantlspect of any

Notes includes a legend entitlefrohibition of Sales to EEA Retail Investgrthe Notes are not intended

to be offered, sold or otherwise made available to and, with effect frondsitiehshould not be offered,

sold or otherwise made available to any retail investor in the European Economic'BEd'), For

these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in
point (11) of Article 4(1) of Directive 2014/65/EUNIIFID Il "); (ii) a customer within the meaning of
Directive 2002/92/EC, where that customer would not qualify as a professional client as defined in point
(20) of Article 4(1) of MIFID II; or {ii) not a qualified investor as defined in the Prospectus Directive.
Consequently no key information document required by Regulation (EU) No 1286/2014RHEs
Regulation”) for offering or selling the Notes or otherwise makitnem available to retail investors in

the EEA has been prepared and therefore offering or selling the Notes or otherwise making them
available to any retail investor in the EEA may be unlawful under the PRIIPs Regulation.

MIFID Il product governance / target market i The Final Termgor, in the case of Exempt Notes, the
applicable Pricing Supplemerit) respect of any Notemay include a legend entitled "MiFID Il Product
Governance" which will outline the target market assessment in respect of the iNbtesieh channels

for distribution of the Notes are appropriate. Any person subsequently offering, selling or recommending
the Notes (a "distributor") should take into consideration the target market assessment; however, a
distributor subject to MIFID 1IS responsible for undertaking its own target market assessment in respect
of the Notes (by either adopting or refining the target market assessment) and determining appropriate
distribution channels.

A determination will be made in relation to each issheua whether, for the purpose of the MiFID
Product Governance rules under EU Delegated Directive 2017/593MiR¢D' Product Governance

Rules’), any Dealer subscribing for any Notes is a manufacturer in respect of such Notes, but otherwise
neither the Aranger nor the Dealers nor any of their respective affiliates will be a manufacturer for the
purpose of the MIFID Product Governance Rules.

PRESENTATION OF INFO RMATION

In this Base Prospectus, all references to:

| "U.S. dollars', "U.S.$ and"$" refer to United States dollars;

1 "Sterling" and"£" refer to pounds sterling;

1 "eurd" and "(0" refer to the currency introduced at the start of the third stage of European
econanic and monetary union pursuant to the Treaty on the Functioning of the European Union,
as amended,;

1 "Renminbi" and"CNY" refer to the lawful currency of the PRC; and
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i "PRC" refers to the PeopteRepublic of China etuding the Hong Kong Special Administrative
Region of the Peoplke Republic of China"Hong Kong"), the Macau Special Administrative
Region of the PeopkRepublic of China and Taiwan.

FORWARD-LOOKING STATEMENTS
This Base Prospectus daims certain forwardboking statements. The words "anticipate”, "believe",
"expect”, "plan”, "intend", "targets”, "aims", "estimate", "project’, "will", "would", "may", "could",
"continue" and similar expressions are intended to identify forlearking statements. All statements
other than statements of historical fact included in this Base Prospectus, including, without limitation,
those regarding the financial position, business strategy, management plans and objectives for future
operations of the Isers and the Guarantors are forward looking statements. These fdoakirt
statements involve known and unknown risks, uncertainties and other factors, which may cause actual
results, performance or achievements, or industry results, to be mateffaltgrdi from those expressed
or implied by these forwartboking statements. These forward looking statements are based on numerous
assumptions regarding present and future business straaegiese environment in whidbirelli and its
Subsidiaries (théPirelli Group") expects to operate in the future. Important factors that could cause
actual results, performance or achievements to differ materially from those in the forward looking
statements include, among other factors described in this Base Pugspect

A the ability to realise the benefits expected from existing and future investments in the Pirelli
Groups existing operations and pending expansion and development projects;

A the ability to obtain requisite governmental or regulatory approvals teriak@ planned or
proposed terminal development projects;

A the ability to obtain external financing or maintain sufficient capital to fund existing and future
operations;

A changes in political, social, legal or economic conditions in the markets in wiecPRirelli
Group and its customers operate;

A changes in the competitive environment in which the Pirelli Group and its customers operate;

A failure to comply with regulations applicable to the Pirelli Grslgusiness;

A fluctuations in the currency elange rates in the markets in which the Pirelli Group operates;

Additional factors that could cause actual results, performance or achievements to differ materially

include, but are not limited to, those discussed undesk'Factors. Any forwardlooking statements

made by or on behalf of the Issuers or the Guarantors speak only as at the date they are made. None of the
Issuers nor the Guarantors undertakes to update foleakthg statements to reflect any changes in their
expectations with regard theoedr any changes in events, conditions or circumstances on which any such
statement is based.
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STABILISATION

In connection with the issue of any Tranche of Notes, the Dealer or Dealers (if any) named as the
Stabilising Manager(s) (or persons acting on behalf of any Stabilising Manager(s)) in the applicabl
Final Terms may over allot Notes or effect transactions with a view to supporting the market price
of the Notes at a level higher than that which might otherwise prevail. However, stabilisation may
not necessarily occur. Any stabilisation action may begion or after the date on which adequate
public disclosure of the terms of the offer of the relevant Tranche of Notes is made and, if begun,
may cease at any time, but it must end no later than the earlier of 30 days after the issue date of the
relevant Tranche of Notes and 60 days after the date of the allotment of the relevant Tranche of
Notes. Any stabilisation action or overallotment must be conducted by the relevant Stabilising
Manager(s) (or person(s) acting on behalf of any Stabilising Manager(s)h iaccordance with all
applicable laws and rules.
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OVERVIEW OF THE PROG RAMME

The following overview does not purport to be complete and is taken from, and is qualified in its entirety
by, the remainder of this Base Prospectus and, in relation to the aadnsonditions of any particular
Tranche of Notes, the applicable Final Terms (or, in the case of Exempt Notes, the applicable Pricing
Supplement).

This Overview constitutes a general description of the Programme for the purposes of Article 22.5(3) of
Conmmission Regulation (EC) No 809/2004 (as amended) implementing the Prospectus Directive (the
"Prospectus Regulatiohy).

Words and expressions defined"form of the Notésand"Terms and Conditions of the Ndteshall
have thesame meanings in this Overview.

Issuers: Pirelli International plc("Pirelli International ") and Pirelli & C.
S.p.A.("Pirelli™)
Guarantors: Pirelli Tyre S.p.A.("Pirelli Tyre") or Pirelli, in respect of Notes

issued by Pirelli International, as specified in the applicable F
Terms (or, in the case of Exempt Notes, the applicable Pri
Supplement), subject, in each case, to Condifidh(Release anc
Appointment of Guarantdr

Pirelli Tyre, in respect of Notes issued by Pirelli if specified in
applicable Final Terms (or, in the case of Exempt Notes,
applicable Pricing Supplement), subject to Conditb8 (Release
and Appointment of Guarantpr

Risk Factors: There are certaifactors that may affect an Issigeability to fulfil its
obligations under Notes issued under the Programme. These &
out under"Risk Factors below. There are also certain factors tl
may affect the Guarantdrsbility to fulfil their obligationsunder the
Guarantees. These are also set out uhBRé&sk Factors below. In
addition, there are certain factors which are material for the pur
of assessing the market risks associated with Notes issued unc
Programme. These are set out untRisk Factors' and include
certain risks relating to the structure of particular Series of N¢
certain risks relating to Notes denominated in Renminbi and ce
market risks.

Description: Euro Medium Term Note Programme

Arranger: BNP PARIBAS

Dealers: Banca IMI S.p.A.
Commerzbanl@ktiengesellschaft
HSBCBank plc

J.P. Morgan Securities plc

Mediobancd Banca di Credito Finanziario S.p.A.
Merrill Lynch International

Mizuho International plc

UniCreditBank AG
and any other Dealers appointed in accordanritie the Programme
Agreement.

Certain Restrictions: Each issue of Notes denominated in a currency in respect of v

particular laws, guidelines, regulations, restrictions or repor
requirements apply will only be issued in circumstances wil
comply with such laws, guidelines, regulations, restrictions
reporting requiements from time to time (se&tbscription and
Salé) including the following restrictions applicable at the date
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Trustee:

Issuing and Principal Paying
Agent:

Programme Size:

Distribution:

Currencies:

Maturities:

Issue Price:

Form of Notes:

Fixed Rate Notes:

Floating Rate Notes:

2199363-11-v17.0

this Base Prospectus.
Notes having a maturity of less than grear

Where Notes have a maturity of less than one year and either (
issue proceeds are received by an Issuer in the United Kingdc
(b) the activity of issuing the Notes is carried on from

establishment maintained by an Issuer in the Unitedydom, such
Notes must: (i) have a minimum redemption value of £100,00(
its equivalent in other currencies) and be issued only to pel
whose ordinary activities involve them in acquiring, holdi
managing or disposing of investments (as principedgent) for the
purposes of their businesses or who it is reasonable to expec
acquire, hold, manage or dispose of investments (as princip
agent) for the purposes of their businesses; or (ii) be issued in
circumstances which do not contste a contravention of section 1
of the Financial Services and Markets Act 2000 by an Issuer.

Deutsche Trustee Company Limited.

Deutsche Bank AG, London Branch.

Up to Uu2,000,000,000 (or its
as described in the Programme Agreement) outstanding at any
The Issuers and the Guarantors may increase the amount
Programme in accordance with the terms of the Prograi
Agreement.

Notes may be distributed by way of private or public placement
in each case on a syndicated or4sgndicated basis.

Notes may be denominated in any currency agreed betwee
relevant Issuer and the relevant Realsubject to any applicabl
legal or regulatory restrictions.

The Notes will have such maturities as may be agreed betwee
relevant Issuer and the relevant Dealer, subject to such minimt
maximum maturities as may be allowed or regdifrom time to
time by the relevant central bank (or equivalent body) or any lawv
regulations applicable to the relevant Issuer or the relevant Spe
Currency.

Notes may be issued on a fufpyaid or, in the case of Exempt Note
a patly-paid basis and at an issue price which is at par or
discount to, or premium over, par.

The Notes will be issued in bearer form as describeé&ant of the
Notes.

Fixed interest will be payable on such date ated as may be agres
between the relevant Issuer and the relevant Dealer ani
redemption and will be calculated on the basis of such Day C
Fraction as may be agreed between the relevant Issuer ar
relevant Dealer.

FloatingRate Notes will bear interest at a rate determined:

(a) on the same basis as the floating rate under a not
interest rate swap transaction in the relevant Spec
Currency governed by an agreement incorporating the :
ISDA Definitions (as publishedybthe International Swap
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Zero Coupon Notes:

Exempt Notes:

2199363-11-v17.0

and Derivatives Association, Inc., and as amended
updated as at the Issue Date of the first Tranche of the I
of the relevant Series); or

(b) on the basis of a reference rate appearing on the a(
screen page of a commeiajgiotation service; or

(c) on such other basis as may be agreed between the re
Issuer and the relevant Dealer, for Exempt Notes only.

The margin (if any) relating to such floating rate will be agr
between the relevant Issuer and the relevantddéait each Series @
Floating Rate Notes.

Floating Rate Notes may also have a maximum interest ra
minimum interest rate or both.

Interest on Floating Rate Notes in respect of each Interest Peri
agreed prior to issue by the relevant Issuwet the relevant Dealel
will be payable on such Interest Payment Dates, and will
calculated on the basis of such Day Count Fraction, as may be &
between the relevant Issuer and the relevant Dealer.

Zero Coupon Notes will be offed and sold at a discount to the
nominal amount and will not bear interest.

An Issuer may issue Exempt Notes (Notes which are ne
admitted to trading on a regulated market in the European Ecor
Area nor offered in the European Eoonic Area in circumstance
where a prospectus is required to be published under the Pros
Directive) which are Index Linked Notes, Dual Currency Not
Partly Paid Notes or Notes redeemable in one or more instalmer

Index Linked Notes Payments ofprincipal in respect of Inde:
Linked Redemption Notes or of interest in respect of Index Lin
Interest Notes will be calculated by reference to such index ai
formula or to changes in the prices of securities or commaodities
such other factorssathe relevant Issuer and the relevant Dealer |
agree.

Dual Currency Notes Payments (whether in respect of principal
interest and whether at maturity or otherwise) in respect of |
Currency Notes will be made in such currencies, and based on
rates of exchange, as the relevant Issuer and the relevant Deale
agree.

Partly Paid Notes The relevant Issuer may issue Notes in respe!
which the issue price is paid in separate instalments in such am
and on such dates as the relevantdsand the relevant Dealer mi
agree.

Notes redeemable in instalmentsThe relevant Issuer may isst
Notes which may be redeemed in separate instalments in
amounts and on such dates as the relevant Issuer and the re
Dealer may agree.

The rdevant Issuer and the Guarantor or, if the Issuer is Pi
International, the Guarantors, if applicable, may agree with
Dealer and the Trustee that Exempt Notes may be issued in a
not contemplated by the Terms and Conditions of the Note:
which event the relevant provisions will be included in the applici
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Redemption:

Make-Whole Issuer Call

Denomination of Notes:

Taxation:

Negative Pledge:

Cross Default:
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Pricing Supplement.

The applicable Final Terms (or, in the case of Exempt Notes
applicable Pricing Supplement) will indicate either that the rele’
Notes cannot be redmed prior to their stated maturity (other thar
the case of Exempt Notes in specified instalments, if applicabl
for taxation reasons (as provided in Condit@ (Redemption for
tax reasonp or following an Event of Default) or that such Not
will be redeemable at the option of the relevant Issuer and/o
Noteholders upon giving notice to the Noteholders or the rele
Issuer, or upon the occurrence of a Chang€aftrol Put Event (as
defined in Condition 6.4 (Redemption at the option of tt
Noteholders (Investor Put/Change of Control Pugls the case ma
be, on a date or dates specified prior to such stated maturity an
price or prices and on such other terms as may be agreed betwe
relevant Issuer and the relevant Dealer.

Unlesspreviously redeemed or purchased and cancelled, each
which is not a Zero Coupon Note or an Exempt Note, will
redeemed at an amount equal to at least 100 per cent. of its nc
amount on its scheduled maturity date.

Notes having a maturity dess than one year are (in the case
Notes issued by Pirelli International) or may be (in the case of N
issued by Pirelli) subject to restrictions on their denomination
distribution, see Certain Restriction® Notes having a maturity @
less tha one yedrabove.

The Issuer may redeem at any time in whole or in part any Seri
the Notes then outstanding at an amount equal to the -Méiade
Amount together with interest (if any) accrued to (but excluding)
relevant rdemption dat, having given not less than 2&ys nor
more than 60 days prior notice to the Noteholders in accordance
Condition 12 Noticeg. See Terms and Condiins of the Not&s
Condition 6.11(MakeWhole Issuer Ca)t.

The Notes will be issued in such denominations as may be a¢
between the relevant Issuer and the relevant Dealer save th
minimum denomination of each Note will be such amount as ms
allowed or required from time to time by the relevant central b
(or equivalent body) or any laws or regulations applicable to
relevant Specified Currency, sé€ertain Restrictionsd Notes
having a maturity of less than one yeabove, and save that tt
minimum denomination of each Note (other than an Exempt)N
wi || be 0100,000 (or, i f t he
other than euro, the equivalent amount in such currency).

All payments in respect of the Notes will be made without deduc
for or on account of withholding taxes imposed byy ahax
Jurisdiction as provided in Conditio (Taxatior) unless such
deduction or withholding is required by lawn the eventthat any
such deduction is made, the relevant Issuer or, as the case m
the Guarantor (if the Notes are GuaradteNotes) wil, save in
certain circumstances provided in Conditiod (Taxatior), be
required to pay additional amounts to cover the amounts so dedi

The terms of the Notes will contain a negative pledge provisio
further described in Conditio3 (Negative Pledgs.

The terms of the Notes will contain a cross default provisior
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Status of the Notes:

Guarantee:

Rating:

Listing and Admission to
Trading:
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further described i€ondition 8.1(Events of Default

The Notes will constitute direct, unconditional, unsubordinated
(subect to the provisions of Conditiold3 (Negative Pledgs)

unsecured obligations of the relevant Issuer and will parkpassu
among themselves and (save for certain obligations required

preferred by law) equally with all other unsecured obligati@tiser
than subordinated obligations, if any) of the relevant Issuer, 1
time to time outstanding.

Notes issued by Pirelli International will be unconditionally
irrevocably guaranteed by either Pirelli Tyre or Pirelli, as specifie
the applicable Final Terms (or, in the case of Exempt Notes,
applicable Pricing Supplement), subject, in each case, to Conc
2.3 (Release and Appointment of Guarantor

Notes issued by Pirelli may be unconditionally and irrevoca
guaranteed by Rilli Tyre if it is specified as a Guarantor in ti
applicable Final Terms (or, in the case of Exempt Notes,
applicable Pricing Supplement) or, if it is not so specified, in
circumstances set out in Conditi@rB (Release and Appointment
Guaranbr). Subject as set out above, if no Guarantor is specifie
the applicable Final Terms (or, in the case of Exempt Notes
applicable Pricing Supplement), Notes issued by Pirelli will not F
the benefit of a guarantee.

If the Notes are for the timmbeing guaranteed by Pirelli or Pire
Tyre as set out aboygGuaranteed Notes), the obligations of the
relevant Guarantor under its guarantee will be direct, unconditi
and (subject to the provisions of Conditi@n(Negative Pledge)

unsecured obligations of such Guarantor and will rpak passu
and (save for certain obligations required to be preferred by
equally with all other unsecured obligations (other than subordir
obligations, if any) of such Guarantor frdime to time outstanding.

Under certain circumstances, the relevant Guarantor may be rel
from its obligation to guarantee the Notes and/or a new guari
may provide a guarantee of thetds, as described in Condition 2
(Release and Appointmeoit Guaranto).

The Programme has not been rated.

Application has been made to the CSSF to approve this documi
a base prospectus. Application has also been made tc
Luxembourg Stock Exchange for Notes sdwnder the Programm
to be admitted to trading on the Luxembourg Stock ExcHar
regulated market and to be listed on the Official List of
Luxembourg Stock Exchange.

Notes may be listed or admitted to trading, as the case may k
other or furtler stock exchanges or markets agreed betweer
relevant Issuer and the relevant Dealer in relation to the Series.
which are neither listed nor admitted to trading on any market
also be issued.

The Issuers may also issue unlisted Notes arididoes not admittec
to trading on any market.

The applicable Final Terms (or, in the case of Exempt Notes
applicable Pricing Supplement) will state whether or not the rele
Notes are to be listed and/or admitted to trading and, if so, on v
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Governing Law:

Selling Restrictions:

United States Selling
Restrictions:
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stack exchanges and/or markets.

The Notes and any negontractual obligations arising out of or
connection with the Notes will be governed by, and shall
construed in accordance with, English law.

The Terms and Conditions of the Nqté® Trust Deed, the Agenc
Agreement, the Notes, the Receipts, the Coupons and any
contractual obligations arising out of or in connection with th
Conditions, the Trust Deed, the Agency Agreement, the Notes
Receipts and the Coupons are governgdahd shall be construed |
accordance with, English law. In respect of Notes issued by Pi
Condition 14.1(b) Meetings of Noteholderand 14.2 Koteholders'
Representatieand Schedule 3 Part 2 of the Trust DeRrbyisions
for Meetings of Notehders i For Notes issued by Pirelliare
subject to compliance with, and shall be construed in accord
with, the laws of the Republic of Italy.

There are restrictions on the offer, sale and transfer of the Not
the United State the European Economic Area (including 1
United Kingdom, France and the Republic of Italy), Japan, H
Kong, and thePRC and such other restrictions as may be require
connection with the offering and sale of a particular Tranche
Notes, seéSulscription and Sale

Regulation S, Category 2. TEFRA C or D/TEFRA not applicable
specified in the applicable Final Terms (or, in the case of Exe
Notes, the applicable Pricing Supplement).
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RISK FACTORS

The releant Issuer and the Guaran{@) believe that the following risk factors may affect their ability to

fulfil their obligations under Notes issued under the Programme. All of these risk factors are
contingencies which may or may not occur and the relevanedssnd the Guarantgs) are not in a

position to express a view on the likelihood of any such contingency occurring. In addition, risk factors
which are material for the purpose of assessing the market risks associated with Notes issued under the
Programne are also described belowVhere such risks are expressed below to apply to the Pirelli
Group, they are also relevant for the relevant Issuer and the Guarantor(s) and should be construed as
such.

The Issuers and the Guarangsy believe that the risk fasts described below represent the principal
risks inherent in investing in Notes issued under the Programme, but the inability of the relevant Issuer
and the Guarantds) to pay interest, principal or other amounts on or in connection with Notes issued
under the Programme may occur for other reasons which may not be considered significant risks by the
relevant Issuer and the Guaran(sybased on information currently available to them or which they may
not currently be able to anticipate. Prospective it@esshould also read the detailed information set out
elsewhere in this Base Prospectus (including, without limitation, any documents incorporated by
reference herein) and reach their own views prior to making any investment decision, based upon their
own judgment and upon advice from such financial, legal and tax advisers as they have deemed
necessary.

Words and expressions defined "ilierms and Conditions of the Ndtesr elsewhere in this Base
Prospectus have the same meaning in this section. Prospéntiestors should read the entire Base
Prospectus.

FACTORS THAT MAY AFFECT THE ABILITY OF PIRELLI, PIRELLI INTERNATIONAL
OR PIRELLI TYRE TO FULFIL THEIR OBLIGATIONS UNDER THE NOTES

Risks associated with the Pirelli Groups businesses
The Pirelli Group isexposed to the credit risk of its commercial partners

Creditrisk reflectsthe Pirelli Groufs exposureo potentiallossesshouldthe Pirelli Groufs commercial
partnersfail to fulfil their obligations. fie Pirelli Groufs creditrisk mitigation and managementof
trade receivablesare governed by proceduresfor assessingthe customeés financial capacity and
soundnessnonitoring expectedcashflows and any recovergctions.Notwithstandingthe measureshe
Pirelli Grouphas implementetb avoidconcentationsof risk and/orbusinessnd identifythe parameters
and conditionsfor performanceof hedging operations,there remainsa risk that some of the Pirelli
Grougs clientscould delay paymentor fail to pay accordingto the agreedtermsand conditionslf this
were to occur,he Pirelli Groupmay be requiredto seekrecoveryof paymentsthrough legal action,
which would caus¢he Pirelli Groupto incur additional costandexpensesand,assumingsuch recovery
actionswere to be successfuksultin ddaysin receiving paymentany of which could have a material
adverseeffecton the Pirelli Groufs business, financial condition and results of operations.

This Base Prospectus contains alternative performance measures

The documents incorporated by mefiece in this Base Prospectus contentain performance measures
which, although not recognised as financial measures uUntignational Financial Reporting Standards
("IFRS"), under generally accepted accounting principles in the Repoblialy and under Financial
Reporting Standard 101 in the United Kingdane used by the managementRifelli, Pirelli Tyre and
Pirelli Internationato monitortheir financial and operating performance. In particular:

1 Adjusted revenues from sales anehces: calculated by subtracting the contribution to the
consolidated financial statements made by Pirelli Venezuela C.A. (to account for the
deconsolidation of such company) from revenues from sales and services.

1 Operating profit (EBIT): refers to earmgs before interest, results from investments and taxes.

1 Adjusted EBIT: calculating by adjusting operating profit (EBIT) for amortisation of intangible
assets included in PPA, noecurring and restructuring expenses, the contribution to the
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consolidated ihancial statements made by Pirelli Venezuela C.A. and the contribution to the
consolidated financial statements made by the Steelcord activities.

i Adjusted EBIT whitout startip costs: is equal to the EBIT adjusted but excludes the contribution
to the opeating profit of the cyber and velo business unit, the costs for the conversion of Aeolus
brand car products, and costs sustained for the digital transformation of Pirelli.

i Adjusted EBIT margin: calculated by dividing adjusted EBIT by adjusted revenuesshlas
and services.

1 EBITDA: calculated by adjusting operating profit (EBIT) for amortisation, depreciation and
impairment.

i Adjusted EBITDA: calculated by adjusting EBITDA for no&curring and restructuring

expenses, the contribution to the consolidaiadnicial statements made by Pirelli Venezuela
C.A. and the contribution to the consolidated financial statements made by the Steelcord
activities.

i Adjusted EBITDA without startip costs: is equal to the EBITDA adjusted but excludes the
contribution to thegross operating profit of the cyber and velo business unit, the costs for the
conversion of Aeolus brand car products, and costs sustained for the digital transformation of the
Pirelli.

1 Adjusted EBITDA margin: calculated by dividing Adjusted EBITDA by atifd revenues from
sales and services.

i Net income (loss) related to continuing operations (Consumer) adjusted: the adjusted net income
related to continuing operations is calculated by adjusting the net income related to assets related
to continuing operains for the following items: (i) the amortisation of intangible assets related
to assets detected as a consequence of Business Combinations, and operational costs due to
nonrecurring and restructuring expenses, (i) -reurring costs/income recognisedhder
financial income and expenses; (iii) AmTurring costs/income recognised under taxes.

i Investments/revenues from sales and services: calculated as the ratio of investments over
revenues from sales and services.

i Fixed assets related to continuing agiEms: this measure is constituted by the sum of the items
"Property, plant and equipment", "Intangible assets", "Investments in associates and joint
ventures" and "Other financial assets".

i Provisions: this measure is constituted by the sum of "Providmméabilities and charges
(current and nofturrent)”, "Employee benefit obligations” and "Provisions for deferred tax
liabilities".

i Operating working capital related to continuing operations: this measure is constituted by the

sum of "Inventories”, "Trde receivables" and "Trade payables".

i Net working capital related to continuing operations: calculated as the operating working capital
and other receivables and payables not included itiNkefinancial liquidity/(debt) position”.

1 Net invested capitaldid for sale: calculated as the difference between assets held for sale and
liabilities held for sale.

1 Net invested capital: calculated as the sum of (i) fixed assets related to continuing operations, (ii)
net working capital related to continuing operati@nd (iii) net invested capital held for sale.

T Net financial indebtedness: calculated in accordance with CONSOB Communication no.
6064293 of July 28, 2006 and in accordance with ESMA/2013/319 Recommendations.

1 Total sources of financing: calculated a® tbum of (i) total equity and (ii) net financial
indebtedness.
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i Net financial position: calculated as net financial indebtedness less otheument financial

receivables.

1 Net financial indebtedness/total equity: calculated as the ratio of Net findmdédtedness to
total equity.

T Net financial indebtedness/EBITDA: calculated as the ratio of Net financial indebtedness to
EBITDA.

Investors should be aware that these financial measures are not recognised as a measure of performance
under IFRS, under geradly accepted accounting principles in the Republic of Italy and under Financial
Reporting Standard 101 in the United Kingdothey should not be recognised as an alternative to
operating income or net income or any other performance measures recogriis@tjas accordance

with IFRS, generally accepted accounting principles in the Republic of Italy, Financial Reporting
Standard 101 in the United Kingdoon any other generally accepted accounting principles; and they are
used by management to monitor tinederlying performance of the business and operations but are not
indicative of the historical operating results of the Issuer, nor are they meant to be predictive of future
results. Furthermore, since these measures are not measures whose calculaiigrnisdgby the
accounting standards applicable to the preparation of the consolidated financial statements and are not
subject to audit, the criteria th&irelli, Pirelli Tyre and Pirelli International appfer their calculation

may not be consistent witthose adopted by other entities and therefore the alternative performance
measures used herein may not be comparable with similarly titled data presented by other companies.

The Pirelli Group faces risks relating to the separation process under the redadustrial
Reorganisation

Between 2015 and 201hé Pirelli Groupcarried out an industrial reorganisation for heavy industrial,
agricultural or passenger transportation tyre business through the contribution of the relevant going
concern into a separaentity in Pirelli Industrial S.r,l.subsequently renamed Prometeon Tyre Group
S.rl. ("PTG") (the "Industrial Reorganisation").

Within this context, transfers of assets or businesses or demerger trassaadien finalised in the
following countries: Brazil, Colombia, Turkey, Poland, Switzerland, Spain, Germany, Mexico and the
United Kingdom. The overall restructuring contemplated the establishment of new consumer companies
in only two countries, Colombia dnTurkey, these companies being transferees of the consumer tyre
assets and business respectively, while in all other countries, the newly incorporated company was
registered as the transferee or beneficiary (in the case of a demerger) of the locaklesseisto the
activities relating to the Industrial tyres. Such transactions were not preceded by due diligence activities,
since they involved companies or assets that had belongeel Birelli Group

The agreements for the transfer of assets anddmses entered into in connection with those transactions
include reciprocal representations and warranties (concerning, among other matters, corporate power and
authorisation, absence of conflicts, title to assets, and, in respect of the businessembiaCdlurkey,

Poland, Spain and the United Kingdom, personnel and employment law), along with indemnity
obligations of the transferor for any liabilities arising in connection with breaches of such representations
and warranties. Representations with eg$pto the Colombian operations also include coverage of
relationships with consultants and agents that were transferred as part of the transactions.

The agreements also provide for indemnification of liabilities relating to the period prior to the tamguisi

that may arise in the future in relation to the transferred assets or business. The indemnity obligations for
which the agreements provide are subject to the statutory limitation periods. In the ev@ntisdities

arise that may trigger indernty obligations for local companies imé Pirelli Groupthat transferred

assets or businesses to PTG subsidiariegji)oin those countries in which the transactions for the
transfer to newhjincorporated Consumer companies have been completed (ilemitia and Turkey)

there is a breach by a PTG subsidiary of the indemnity obligations they hold, then that may have an
adverse effect orhe Pirelli Groufs business, results of operations, or financial conditidhis could

have an adverse effect dime relevant Issués or the relevant Guaran®i(if the Notes are Guaranteed
Notes) ability to meet thewbligations under the Notes.
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The Pirelli Group is dependent on the ability of its current management team to operate and manage
effectively

The PirelliGroupdepends significantly on certain senior executives and the professional expertise of key
personnel, namely those executives with strategic responsibility as well as senior mandgefairefli
Groups geographic business areas, as well as onyhigidcialised staff, who are crucial to the execution

of operational projects and the growth and developmenthefRirelli Groufs business, financial
condition and results of operations. If relations with these key individuals are terminated for any reas
the Pirelli Groupmay not be able to immediately replace them with people equally qualified and capable
of delivering the same operational and professisealicesor following the sameoperationaktrategies.

The loss of top executivew key staff members and the potential inability attractor maintainhighly
qualified personnelor competent executivamay have a materiahdverseeffect on the Pirelli Groufs
business, financial condition and results of operatidhgs could have an adverse effen the relevant
Issuels or the relevant Guaran®i(if the Notes are Guaranteed Notes) ability to meet didigations

under the Notes

The Pirelli Group face risks related to the Pirelli Grotgjoint venture arrangements

The Pirelli Groupoperats in certain countries through joint venture agreements and other forms of
investment agreements with local or international operators.opkeationof thesejoint venturesand
other partnershipsis subject to risk and managemenuncertainties, mainlydue to the possible
emergenceof differencesbetweenthe partnersconcerningoperationaland strategy objectivesand
difficulties in resolving any conflicts betweenthem relative to the routine managemenbf the joint
venture. Inparticular, thesejoint ventues and partnershipsmay be subjectto deadlockscausedby
disagreements betweethe partners over decisionson certain subjects concerningthe Board or
ShareholdetsMeetings for which particular qualified majorities (or in somecases,unanimity) are
requred. These deadlocks may cause managementproblems within the joint venture, impede
implementatiorof the strategiesr even resulin an exitof one of thepartners. Theccurrenceof these
eventsmay havea materialadverseeffecton the Pirelli Groufs business, financial condition and results
of operationsThis could have an adverse effecttba relevant Issuesror the relevant Guaran®(if the
Notes are Guaranteed Notes) ability to meet thigligations under the Notes

The Pirelli Group are expsed to the risks associated with the Pirelli Grosiprelationship with
employees

The Pirelli Groupmanages relationships and negotiations with trade union representatives locally, with
central coordinatioramongthe various countriesperformedat Group kevel. The Pirelli Groupmay be
requiredto renegotiatewith unionsprior to the expiry of agreementgurrentlyin force, andthe Pirelli
Groupmay not be able tosatisfyall their requestswith the consequentisk of strikesand othefforms of
interruptions to production,as wellas costincreasegincluding costsarising out of therenegotiationof
existingagreements). fie Pirelli Groufs businessnay suffer from absenteeisror other manifestations
of conflict on thepartof someworker categoriespossbly resultingin interruptionsof the businesstself
with consequenpotentialdelaysin production. Similarlyany restructuringor reorganisatiomperations
linked to the balancingof productionand market volumewiith possiblestaff reductionsmay lead to
interruptionsof the Pirelli Groufs businesglue to strikesor otherforms of absencefrom work, or
periods of trade union tension, and have a material adverseeffect on the Pirelli Groufs business,
financial condition and results of operatiom$is could have an adverse effect e relevant Issu&ror
the relevant Guarantsr(if the Notes are Guaranteed Notes) ability to meet tidigations under the
Notes

The Pirelli Group is exposed to risks related to the volatility of price and tradeimwel of its financial
assets

The Pirelli Groupholds financial assets, such as listed and unlisted debt and equity securities. These
assets are classified as financial assets available for sale and securities held for trading.

With respect to these assets, of the date of this Prospectuse tPirelli Grouphas not entered into
derivative financial contracts covering the risk of volatility. Consequently, with respect to the listed share
securities, te Pirelli Groupis exposed, first of all, to the volatili of the underlying markets and also to

the volume of daily trades. In addition, all of the financial assets referred to above expd3ieetli
Groupto the risk relating to the presence of clauses restricting the transfer of such securities or the
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possble difficulties in divesting stakes in unlisted companies and/or to minorities that could make it
impossible to liquidate, or to liquidate on financially favourable terms, the financial assets held, which
could have a material adverse impact lom Pireli Groups business, financial condition and/or results of
operationsThis could have an adverse effecttbe relevant Issulr or the relevant Guaran®i(if the

Notes are Guaranteed Notes) ability to meet thigigations under the Notes

The Pirelli Group is, and may be, involved in legal proceedings that may disrupt its operations and its
reporting of financial results

The Pirelli Groupis, and may beparty to legal, civil, criminal, tax or otheradministrativeproceedings
arising in the ordinaryaurse of business. It is not possible to predict the potential for, or the ultimate
outcomes of, such proceeding. Whilse tPirelli Groupadopt measure to mitigate damages or penalties,
including by establishing cash reserves and entering into insurant@adts, e Pirelli Groupmay be
unsuccessful in any of the proceedinbs Pirelli Groupis, or may be involved in, potentially causing
materialadverseeffecton the Pirelli Groufs business, financial condition and results of operatibhis

could hare an adverse effect otie relevant Issulr or the relevant Guaran®r(if the Notes are
Guaranteed Notes) ability to meet thelligations under the Notes

The Pirelli Grougs insurance policies may not be sufficient to cover all potential lossesliahdities

Operating in the tyrenanufacturing sector involves risks and hazards that may require insurance
response, includinglamage to propertyslow-downs and/or interruptions in production caused by
natural disastersr accidental eventsr malicious acts and claims for compensation following damage to
third parties (i.e. civil liability) The Pirelli Groupmanagesheserisks throughcontractualimitations on
liability, compensation limitsand subscriptionof various insurancepolicies whose limits are set
according to the MFL (i.e. maximum foreseeable loss) or pursuant to benchmark analysis with other
international companies of comparable size. Althqubk Pirelli Group believes that all major risks
are properly assessed and managed accordirthetdestinsurancemarket practice, the insurance
policies are in any cassubject to certain deductibles, limits and exclusiamsl may not provide
adequate coverage in certain circumstanc@s a result,lie Pirelli Groupmay have to bear full or part

of the losses, damages and liabilities due to insufficient coverage whiclihaway material adverse
effect on the Pirelli Groufs business, financial condition and results of operatidhis could have an
adverse effect othe relevant Issu&r or the elevant Guarantty (if the Notes are Guaranteed Notes)
ability to meet theiobligations under the Notes

The Pirelli Group face operational risks associated with interruption of the Pirelli Gréaiproduction
facilities, IT systems and network infrastrigre

The Pirelli Groufs production processes depends on certain manufacplants present in 13 countries,
including the related strategic processes, structures, equipment and personnel, each of which are exposed
to a plethora of security risksincluding political and geopolitical instability, civil disorder, the terrorism
phenomenonorganied crime and urban violenceé,and may be subject to sudden interruptiokisy
breakdowns of the Pirelli Grotgoplants, disruptions of movements of goods andqgrere] difficulties or

delays in finding spare parts and equipment, lack of labour, lack of raw materials, extended blackouts of
the electricity supply, fires, natural disasters, civil disorder, industrial accidents and the necessity of
conforming to anynational or international regulations, could significantly afféwt Pirelli Groufs
production capacity and affecha Pirelli Groufs ability to fulfil the Pirelli Groufs orders. Any
significant interruption to business &etPirelli Groufs productim plants could have a material adverse
effect on be Pirelli Groufs business, financial condition and results of operations.Firelli Groupalso

relies increasingly on information and data of a sensitive nature, drawn up and contained in documents,
including in electronic format. Failures ofig Pirelli Groufs IT infrastructure, network infrastructure
breakdowns or illegal attempts to accdssRirelli Groufs IT system (cybeattacks) may have a material
adverse effect orhe Pirelli Groufs businessfinancial condition and results of operatioii$is could

have an adverse effect dime relevant Issur or the relevant Guaran®i(if the Notes are Guaranteed
Notes) ability to meet theobligations under the Notes

Pirelli Group manages these risksrough a global security management strategy and through the
required investments aimed at properly interpreting existing and emerging threats as well as at mitigating
risks to its people, assets, goods, strategic processes, strategibdavaand infragucture, ensuring the
continuity of Pirellls business and production operations.
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The Pirelli Group is exposed to financial risks generally

The Pirelli Groupis exposed to risks of a financial nature, associated mainly with trends in exchange
rates, he procurement of financial resources in the market, the fluctuation of interest rates, and the ability
of its customers to fulfil their obligations towardetPirelli Group

Management of financial risks is an integral part of managemehed®irelli Goups businesses and is
carried out centrally in accordance with guidelines frowm Pirelli Groufs general management. These
guidelines define risk categories for, and specify certain procedures and operational limits in relation to,
transactions and struments relevant ti¢ Pirelli Group

The Pirelli Group is exposed to risks related to variations in exchange rates

The Pirelli Groupoperates in countries outside the Eurozone and therefore a significant portian of t
Pirelli Groups revenues and dssare in currencies other than the Euro. During the 2015 period, he

Pirelli Groups financial results were significantly impacted by movements in exchange rates. This
circumstance is reflected (i) in the individual income statement, as a redgiifitant differences in the

costs and income in a foreign currency compared to the time whéundiget waestablished (economic

risk) and as a result of tlielay between the entering intdrade or financial receivables/debts in foreign
currencyandits settlemen{transactional risk), as well as (ii) in tleensolidatedncome statement and

the Pirelli Groufs net assets, as a result of conversion of the assets and liabilities of companies that draw
up their financial statements in currencies othantthe Eurdtranslation risk)

The Pirelli Grouphas adopted a hedging strategy against exchange rigkeinvith IFRS accounting
standards and through negotiation of derivative financial instruments. However, exchange rate
fluctuations may significatyt influence the Pirelli Group results and the comparability the resultsof
singleyears,with a potentiaimaterialadverseeffecton the Pirelli Groufs business, financial condition

and results of operations.

The Pirelli Group may be adversely affeed by unfavourable fluctuations in interest rates

Whilst the Pirelli Groupendeavours to maintain a balance between indebtedness at fixed interest rates and
indebtedness at variable interest rates in order to manage the volatility of the resultsatibrper
recorded in its income statemetite Pirelli Groupis exposed to the risk that significant changes may
occur to interest rates. Tlgiidelinesthe Pirelli Grouphas in place to neutralise such changes may be
insufficient, resulting in a material jpact on he Pirelli Groufs results and the comparability of results
for each year, with a possible material adverse effecherPirelli Groufs business, financial condition
and results of operations. In addition, #wechangerate hedgingpolicy setin placefor purchasesand
salesin currenciesother than the Euro is implementedthrough the use of contractgamong others,
exchangeswaps and forwardshat indirectlyexposeshe Pirelli Groufs economiaesultsto interestrate
performancesincethe price of theseinstrumentsalsodepend®n the differentiain interestratesbetween

the currencybought and thasoldwhen thecontractexpires.

The Pirelli Group is dependent on the availability of raw materials and is subject to risks related to
suppliers of raw materials

The Pirelli Groufs manufacturing process requires a large number and variety of raw materials and
components, includingfor example, natural rubber, synthetic rubber and raw materialdasedon
petroleum(in particular, chemicaland arbonblack). The price of raw materialsand componentased

by the Pirelli Groug for its production activities has undergone price fluctuations that have
sometimesbeen quite significant in recentyears, and this dependson a numberof factors, mostly
beyond te Pirelli Groufs control.Any variationin the price of theseraw materials may have a material
adverse effecon the Pirelli Groufs business, financial condition and results of operations. Vithde
Pirelli Group takesmeasuredo forecastchange in raw materialsprices as accuratelyas possible,as

well as measure® limit volatility of naturalrubberprices,suchasfuturescontractssuchmeasuresnay

be insufficient, otheir costmay outweighbenefitsreceived.

In 2017, he Pirelli Grougs five largest suppliers provided approximately 33%haf Pirelli Grouys total
purchases of raw materials. Atgnsionsregardingthe offer of raw materials,dueto a reductionin the
numberof producersr suppliers ofaw materialsor component@andto their scarcityor to anincreasen

demandby otheroperatordn the sector, couldesultin difficulty in procuringhigh-quality raw materials
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and componentand causean increasen costs andreduced profitability, with a possible material
adverseeffect on the Pirelli Groufs business, financial condition and results of operations. Indeed, any
saleor transferof a numberof suppliercontactsor a specific suppliercontact,irrespectiveof the cause,

may have a negativeinfluenceon the Pirelli Groufs kusinessMoreover,if there is aneed to replace
suppliersthe Pirelli Groupmaybe forcedo incurcostsor mayfacedifficulties (includingin termsof the

time neededo replacea supplier)with a possible materialdverseeffecton te Pirelli Groufs business,
financial condition and results of operations. This could have an adverse effect on the relevésibissuer
the relevant Guarantar(if the Notes are Guaranteed Notes) ability to meet their obligations under the
Notes.

The Pirelli Group is eyposed to global macreconomic factors over which it has no control

The Pirelli Groufs business isnfluencedby a numberf macreeconomic factors thatay leadto a
deteriorationof markets in which it operate$he Pirelli Groufs earnings and finanog costs may be
affected by global economic downturnsgln levels of geopolitical uncertainty and the risk of currency
crises, in particular in themergingcountrieswhere it operates. In addition, any significafiangesn
terms of customs,tax and regulatory policies orreductionto the currentfree tradeareas may have a
materialadverseeffect on the Pirelli Groufs business, financialonditionand resultsof operations. It
should be noted that the tyre market has historically been more profitadbléess cyclical than the
automobile market. Nonetheless, demaridthe Pirelli Groufs productsremains connected with the
performance of the automobimearket. Changes in the priogfuel, governmenpoliciesin supportof the
automobilesector,the avdlability of credit (especiallyin relationto emergingmarkets),and weather
conditions may all have materiadverse effect on the Pirelli Groufs business. Moreoveran
unfavourablemacroeconomiccontext may hinder the Pirelli Groufs accessto the captal marketsor
prevent itfrom accedingto thesemarketsunder favourableconditions,with a material adverseeffect
on te Pirelli Groufs business, financial condition and results of operations. This could have a
consequent adverse effect on the marlatier of the Notes and the relevant Issuer the relevant
Guarantos (if the Notes are Guaranteed Notes) ability to meet their obligations under the Notes.

The Pirelli Group is subject to risks relating to international sales and is exposed to chanigice
conditions

The Pirelli Groupoperates and will continue to operate in developing countries, including Argentina,
Brazil, Mexico, Russia, China, Egyfbut only as regards commercial operatiorid)rkey, Venezuela

and Indonesia to serve local demanaompetitive industrial and logistical costs. The economies of some

of these emerging markets differ from the economies in Western Europe and in some cases present a
greater risk profile. Relevant risks include the level of political instability, govenhrmvolvement,
development, growth rate and control of foreign exchange. While many of the countrieshehneli
Groupoperates have implemented measures aimed at improving the business environment and providing
a stable platform for economic despment, some are still lagging behind. Furthermore, the political,
economic and legal reforms necessary to complete such a transformation may not be implemented fully or
may not be successful.

The Pirelli Group operates in the highly competitive tyre indys

The Pirelli Groupoperates in the highly competitive industry, with a numbemanufacturers that
possesssignificant financial and industrialresources and enjoy considerable internaticsallocal

recognition. Whilsthe Pirelli Groupfocusesprimarily on thepremium tyremarke, in which competition
is currently more limited, futureintensificationof competitionwithin this industry may, in the future,

have a materiahdverseeffect on the Pirelli Groufs business. fie Pirelli Groupmight face grater

competition, even in the absence of new entrants, to the extent markets in kéiélirdlli Group
operates experience a contraction or slower growth.

The Pirelli Groupderivesnearly all of its net salesfrom tyre production,and thereforea significant
negativechangein the sectorcould have a materiahdverseeffect on the Pirelli Groufs business,
financial condition and results of operations. Althouga Pirelli Grouphas ahighly diversified client
and supplierbase,the Pirelli Groufs compeitors may acquirecontrol over or influenceon the Pirelli
Groups clientsor suppliershy acquiringsharesn thesecompanieswhich may have a materiadverse
effect on the Pirelli Groufs business. Anydifficulty that the Pirelli Group may experiencein
competing in its industry may lead to a possible material adverse effecion the Pirelli Groufs
business, financial condition and results of operatidhss could have an adverse effecttbe relevant
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Issuels or the relevant Guaran®i(if the Notesare Guaranteed Notes) ability to meet thodifigations
under the Notes

The Pirelli Group is exposed to the risk of product liability actions, including the payment of
significant damages and the reputational risks associated with product recall campaign

The Pirelli Groupis exposedo the risk of productliability actionsin the countriesin which te Pirelli
Group operate,including in the United States,where the lawsuits arising from product liability may
lead to significant damagesto be paid as wdl as theassociatedrisk of possible product recall
campaignsthat may be necessaryo ensureconsumersafety. While he Pirelli Grouphas insurance
relating to the risks of product liability and product recall campaigns, this coveragiee insufficientto
protectit from damage<laimsin relationto defectiveproductsor the reputationalisk often associated
with productrecall campaignseitherof which couldhave a materighdverse effecon the Pirelli Groufs
businessfinancial condition, resultsof operationsor the Pirelli Groufs imageand reputationThis could
have an adverse effect dime relevant Issu&r or the relevant Guaran®i(if the Notes are Guaranteed
Notes) ability to meet thewobligations under the Notes

The Pirelli Group may face liability and incur costs in connection with potentially hazardous
substances typically used in the rubber industry

Although he Pirelli Grouphas never used asbestos as a raw material in its production process, as at the
date of this Prospectus,htis been involved in cases in Italy concerning claims made from time to time,
either through the courts and/or @ftcourt, by employees, former employees and their successors, as
well as, by authorities, local institutions or associations, that claimve suffered harm (directly and/or
indirectly) as a consequence of an alleged exposure to asbestos or other hazardous materials typically
used in the rubber industry.

Although he Pirelli Grouphas made certain provisions for litigation, it cannot belusber, that this
provisioning may be insufficient to cover the losses or expenseshthaitelli Groupsustains due to

these claims. If judgments were entered agahestirelli Group and/or if the reserves were found to be
insufficient to cover the d¢ime amount of losses and expenses actually borne by it, there could be a
material adverse effect omed Pirelli Groufs financial condition and results of operations. Moreover,
although it is expected th#ite flow of new lawsuits by people claiming tovhasuffered harm from
exposure to asbestos and other hazardous materials used in the rubber industry may diminish, even to a
considerable extent, it is not possible to know exactly whether this decrease will take place and what its
extent may be.

In additon to the above, the tyre industry involves the use of potentially dangerous materials and
accidents may occur that could have repercussions on the staff, environment and business, as well as on
the Pirelli Groufs properties or those of third parties.atfcidents were to occur, in addition to facing
lawsuits and possible harm to the Pirelli Grgumage and reputation, further investments in workplace
safety may be necessary, with possible consequent disruptions of operations and a possible material
advease effect on the business, financial condition and resultgpefations of the Pirelli Groug his

could have an adverse effect time relevant Issutsr or the relevant Guaran®r(if the Notes are
Guaranteed Notes) ability to meet thaeliligations undr the Notes

The Pirelli Group is subject to various environmental and other governmental regulation

The Pirelli Groupis subjectto extensiveregulation,both nationallyand internationallyin particular,to
standardgor product safety, health proteam for workers, compliance with security for workers and
environmental protectionMoreover, the Pirelli Groupare required to comply with any applicable
sanctiongssuedby any national, internationalr supranationaauthorities. Inthe jurisdictionsin which
the Pirelli Groupoperate the Pirelli Groupare alwayssubjectto therisk that the introduction of new
regulations or changesto existing regulations may require the Pirelli Group to adopt more
stringentstandardor may restrict he Pirelli Groufs freedomof actionwithin the Pirelli Groufs areas

of business. Ithis were to occurthe Pirelli Groupmay be forcedto adaptits operationsor increase
investmentgo comply. In additionproductioncostsmay increaseor slow down developmentof the
businessTherefore,changesn the relevantegulatoryframeworkmay havea materialadverseeffecton
the Pirelli Groufs business, financial condition and results of operatibh& could have an adverse
effect onthe relevant Issulr or the relevanGuarantos (if the Notes are Guaranteed Notes) ability to
meet theirobligations under the Notes
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In addition,asa resultof the internationalnatureof the Pirelli Groufs businessthe Pirelli Groupmust
comply with numeroussanctions regimesyhich are complexand subjectto change,andwhich restrict
the Pirelli Groufs ability to transactwith certain counterpartiesThe Pirelli Groupcurrently operatein
countries and conduct limited businesswith counterpartiesthat are subjecto sanctions,including
China,RussiaVenezuelasudanandlran. While the Pirelli Grouphas procedureand policiedn placeto
preventviolations, sanctionsegimesare complexand any violationgould subjectthe Pirelli Groupto
regulatory scrutiny, fines and reputationaharm. Sanctionsand relatedimitations are also subjectto
change,which could interfere significantly with the Pirelli Groufs ability to transactwith existing
counterpartiesr in existinggeographicahreas.

Failure to protect intellectual propertyights could adversely affect the Pirelli Groupbusiness

The competitive positioning ohe Pirelli Groupdepends on its ability to offer products that are distinct
from those of its competitors and which respond to its custonmitiatives. The Pireli Group relies

heavily on the intellectual property dynamics associated with technological development, aimed at
securing a competitive advantage obtainable in terms of intellectual property and creating a portfolio of
trademarks and patents that can otidate this advantage.

The validity of these intellectual property rights, especially those established most recently, may be
disputed by third parties, even after their grant and/or registration. That may take place at the level of
individual countriesthrough administrative procedures or legal proceedings, or at a supranational level,
as with European Community trademarks or designs. Additionally, third parties may file, or attempt to
file, intellectual property applications that conflict with thosehef Pirelli Group In particular, the risk

that such situations may arise is greatest for trademarks and internet domain rameselli Group

also relies on technologies, processes, khow and proprietary unpatented data, the latter of which are
treaged as confidential information and protected in relationships with third parties according to the
customary management practices of industrial secrecy, for example, through confidentiality agreements
entered into with external collaborators, supplierssottants and certain counterparties.

If these agreements, or the other instruments used to protect industrial secrets, were breached; or the non
contractual measures taken e tPirelli Groupprove inadequate to provide complete protectitwe, t

Pirelli Groups industrial secrets may be divulged or otherwise used by competitors. Third parties may
also develop products that are similar to or improve upon thodeed®itelli Groupincluding without

violating the Pirelli Groufs intellectual property rightsProtection of the intellectual or industrial
property and exclusivity rights is usually extremely complex and often requires the resolution of legal
difficulties concerning ownership of the rights themselves. For this reason, in conducting its own
industial, commercial and research and development activitiesPirelli Groupmay be sued for breach

of third-party intellectual or industrial property rights, or be obliged to initiate legal action against third
parties to protect its own rights.

In the caseof an unfavourable outcome in any action taken agaimstRirelli Groupconcerning
intellectual property rights, it may have to interrupt production of the articles that infringe these rights,
with the possibility of a judgment to pay damages. Any litayaor disputes over violation of rights
concerning patents and/or other intellectual or industrial property rights, or any exploitation, also abusive,
of such rights by third parties ohd Pirelli Groufs intellectual property rights or on the rightstbird

parties having a license for use thetPirelli Groupmay have a material adverse effect ba Pirelli

Groups business, financial condition and results of operatibhis. could have an adverse effecttoe
relevant Issués or the relevant Guantor's (if the Notes are Guaranteed Notes) ability to meet their
obligations under the Notes

The increase in average temperatures and the increasing frequency of extreme meteorological events
could adversely affect the Pirelli Group business

In the medum to long term, the industry in whiche Pirelli Groupoperates could face a number of risks
linked to the effects of climate change.

The increase in average temperatures and the increasing frequency of extreme meteorological events
could have a negavimpact on the safety of industrial sites and employees, involving defence and repair
costs and jeopardising continuity of operations, as well as interfering in the processes of obtaining raw
materials such as natural rubber or restricting demand foemtiyres.
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Moreover, notwithstanding the actions introduced lhy Pirelli Group it cannot be excluded that the
strengthening of national and/or international emission control policies to control ehiteriag gases
may have an impact on energy cost awailability. If such events were to occur, they may have a
material adverse effect ohd Pirelli Groufs business, financial condition and results of operatibhis.
could have an adverse effect time relevant Issulr or the relevant Guaran®wr(if the Notes are
Guaranteed Notes) ability to meet theliligations under the Notes

The Pirelli Group is subject to risks associated with its own liquidity and reimbursement of its debt

The Pirelli Groufs future performance depends also on its abilityéet funding requirements related to

debt maturities and future investments with cash flow from operations, liquidity on hand, renewal or
refinancing of existing bank loans and facilities or recourse to the capital markets. The main instruments
used by he Pirelli Groupto manage this risk aren annualmanagement plaand threeyear financial

plans, which enable it to monitor and assess caflows and oufflows. Although he Pirelli Grouphas

taken steps to protect its working capital and liquidity ff@s$ any future decline in sales volumes could
have a negative impact on the cagmerating capacity of operating activities, which in turn could have a
material adverse effect ohe Pirelli Groufs ability to meet its funding requirements related tbtde
maturities.

The Pirelli Group does not have a creddting

The Pirelli Groupdoes not have an official credit rating, so its ability to access the capital and financial
markets and to refinance debt to meet the financial requiremente d?itelli Goup may be further
adversely impacted and costs of financing may significantly increase, in particular in the event of credit
crunch situations. Thisnay materially and adversely affect the business, results of operations and
financial condition oftie Pielli Group which could have aadverse effect otherelevant Issués or the
relevant Guarantty (if the Notes are Guaranteed Notes) ability to meet their obligations under the Notes.

The Pirelli Group is subject to risks related to the adverse finah@nd macroeconomic conditions
within the global markets

From the second half of 2007 until the beginning of 2014, disruption in the global credit markets created
increasingly difficult conditions in the financial markets. During this period, globaltcaed capital
markets experienced unprecedented volatility and disruption and business credit and liquidity tightened in
much of the world. Although a global economic recovery has been recorded in recent years, various
concerns remain regarding the alildaf certain EU member states and other countries to service their
sovereign debt obligations. The significant economic stagnation in certain countries in the Eurozone,
especially Greece, Italy, Portugal, Spain, Slovenia and Cyprus, in part due to the affthe sovereign

debt crisis and corresponding austerity measures in these markets, has added to these concerns. The
measures so far implemented to reduce public debt and fiscal deficits have already resulted in lower or
negative GDP growth and highemployment rates in these countries. If the fiscal obligations of these or
other countries continue to exceed their fiscal revenue, taking into account the reactions of the credit and
swap markets, or if their banking systems further destabilise, thegyadikuch countries to service their

debt in a cost efficient manner could be impaired.

In response to this crisis, at European level, assistance packages were granted to certain Eurozone
countries; measures were also implemented to recapitalise cBuedpean banks, encourage greater
long-term fiscal responsibility on the part of the individual Member States of the European Union, bolster
market confidence in the Euro as well as the ability of Member States to service their sovereign debt and
to increae liquidity and reduce the cost of funding. Improved consumer confidence, supported by the
above measures has led to moderate growth in consumption.

The continued uncertainty over the outcome of various international financial support programmes, the
possibility that other countries might experience similar financial pressures, investor concerns about
inadequate liquidity or unfavourable volatility in the capital markets, lower consumer spending, higher
inflation or political instability could further digpt the global financial markets and might adversely
affect the economy in general. In addition, the risk remains that a default of one or more countries in the
Eurozone, the extent and precise nature of which are impossible to predict, could leagkpulsien or
voluntary withdrawal of one or more countries from the Eurozone or a disorderly-upeak the
Eurozone, either of which could significantly disrupt financial markets and possibly trigger another global
recession. All of these risks could adsely affect the business, results of operations and financial
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condition of he Pirelli Group and as a resudguld have an adverse effect e relevant Issutsror the
relevant Guarantty (if the Notes are Guaranteed Notes) ability to meet tidigations under the Notes

Market and political uncertainty regarding the Uls exit from the European Union

On 23 June 2016, the United Kingdamted in a referenduno leave the European UniorBfexit"). On

29 March 2017, the British Primdinister gave formal notice to the European Council under Article 50
of the Treaty on European Union of the intention to withdraw from the European Union, thus triggering
the two-year period for withdrawalThe process of negotiation will determine theufet terms of the

UK's relationship with the EUDepending on the terms of the Brexit negotiations, the UK could also lose
access to the single EU market dndhe global trade agreements negotiated by the EU on behalf of its
members. Given the unprecedmhinatureof a departure from the EU, the timing, terms and process for
the United Kingdoris exit, are unknown archnnot be predicted.

Regardless of the time scale and the term of the United Kingdexit from the European Union, the
result of the refemdum in June 2016 created significant uncertainties with regard to the political and
economic outlook of the United Kingdom and the European Ufiiba.exit of the United Kingdom from
the European Union; the possible exit of Scotland, Waldsoathern Iréand from the United Kingdom;
the possibility that other European Union countries could biotdar referendums to the one held in the
United Kingdom and/or call into question their membership ofEtmpean Union; and the possibility
that one or more emtries that adopted the Euro as their naticnalency might decide, in the long term,
to adopt an alternative currency or prolonged periods of uncertagmyected to these eventualities
could have significant negative impacts on international markétsse couldnclude further falls in
equity markets, a further fall in the value of the pound and, more in general, infineaéal markets
volatility, with possible negative consequences on the asset prices, operating reschpitahcand/or
finandal position of the Issuer and/or tRérelli Group.

In addition to the above and in consideration of the fact that at the date of this Base Prospectus there is no
legal procedure or practice aimed at facilitating the exit of a Member State from the tEiro,
consequences tiiese decisions are exacerbated by the uncertainty regarding the methods through which
a Member State coulthanage its current assets and liabilities denominated in Euros and the exchange
rate between the newgdopted currency and tligiro. A collapse of the Eurozone could be accompanied

by the deterioration of theconomic and financial situation of the European Union and could have a
significant negative effect on thentire financial sector, creating new difficulties in the grantirig
sovereign loans and loans to businessesramalving considerable changes to financial activities both at
market and retail level. This situation cotlgbrefore have a significant negative impact on the operating
results and capital and financial ptomn of thelssuer and/or thBirelli Group.

Brexit could adversely affect European or worldwide economic or market conditions and could contribute
to instability in global financial and foreign exchange markets, including volatility in the value of the
euo. In addition, Brexit could lead to legal uncertainty and potentially divergent national laws and
regulations as thgnited Kingdom determines which European Union laws to replace or replicate. Any of
these effects oBrexit, as well as others that camrourrently be anticipated, could adversely affect the
business, results ajperations and financial condition of the Pirelli Group.

FACTORS WHICH ARE MATERIAL FOR THE PURPOSE OF ASSESSING THE MARKET
RISKS ASSOCIATED WITH NOTES ISSUED UNDER THE PROGRAMME

Risks related to the structure of a particular issue of Notes

A wide range of Notes may be issued under the Programme. A number of these Notes may have features
which contain particular risks for potential investors. Set out below is a description of sheanumon

such features, distinguishing between factors which may occur in relation to any Notes and those which
might occur in relation to certain types of Exempt Notes:
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Changes in tax laws or regulations or in positions by the relevant tax authority réigg the
application, administration or interpretation of tax laws or regulations, particularly if applied
retrospectively, could have negative effects on the current business model of Pirelli and have a
material adverse effect on its operating resultssmess and financial condition

Tax laws are complex and subject to subjective evaluations and interpretative decisions, and
Pirelli will be periodically subject to tax audits aimed at assessing its compliance with direct and
indirect taxes. Pirelli is atssubject to intercompany pricing laws and regulations, including those
relating to the flow of funds pursuant to, for example, loan agreements. Adverse developments in
laws or regulations, or any change in position by the tax authorities regarding freatapp
administration or interpretation of laws or regulations, could have a material adverse effect on
Pirelli business, financial condition and results of operations or on Pirelli ability to service or
otherwise make payments on the Notes and otldgbitedness. In addition, tax authorities may

not agree with the interpretations of Pirelli, or with the positions that Pirelli has taken or intend to
take on, tax laws applicable to its ordinary activities and any extraordinary transactions, including
the tax treatment or characterization of its indebtedness, existing and future intercompany loans
and guarantees or the deduction of interest expenses. In case of objections by the tax authorities to
its interpretations, Pirelli could face long tax proceeditiyst could result in the payment of
higher taxes, interest, penalties or sanctions and have a material adverse effect on its operating
results, business and financial condition or on its ability to service or otherwise make payments on
the Notes and itstber indebtedness. Pirelli may also inadvertently or for reasons beyond its
control fail to comply with certain tax laws or regulations in connection with a particular
transaction, including any of its financing arrangements, which could result in urfée/dex
treatment for such arrangements. This may have a negative tax impact and may also result in the
application of higher taxes, interest, penalties or sanctions. Tax audits and investigations by the
competent Tax Authorities may generate negativeigityplwhich could harm the reputation of

Pirelli with customers, suppliers and counterparties. Pirelli can provide no assurance that the
financial impact of any adverse tax adjustment in connection with its business would not have a
material adverse effean its business, prospects, financial condition, results of operations and
cash flows or on its ability to service or otherwise make payments on the Notes and its other
indebtedness.

In certain circumstances you will not be entitled to a gragsfor any Italian withholding or deduction
of taxes

Pirelli is organized under the laws of Italy and is Italian resident for tax purposes and therefore payments
of principal and interest on the Notes and, in certain circumstances, any gain on the Notes, wildie subj
to ltalian tax laws and regulations. All payments in respect of Notes will be made free and clear of
withholding or deduction of Italian taxation, unless the withholding or deduction is required by law. In
that event, subject to a number of exceptidtisglli will pay such additional amounts as will result in

the holders of the Notes receiving such amounts as they would have received in respect of such Notes
had no such withholding or deduction been required. Pirelli or any Guarantor are not liphleany
additional amounts to holders of Notes under certain circumstances, including if any withholding or
deduction is required pursuant to Italian Legislative Decree No. 239 of April 1, 1D@6ree 239) or
pursuant to Legislative €&ree No. 461 of November 21, 199Décree 461). In such circumstances,
where no additional amounts are due, investors subject to Italian withholding tax or substitute tax will
only receive the net proceeds of their investment in tbéee® Although Pirelli believes that, under
current law, Italian withholding tax will not be imposed under Decree 239 or Decree 461 where a
holder of Notes is resident for tax purposes in a country or territory which allows for a satisfactory
exchange ofriformation with the Italian tax authorities as contained () as at the date of this Offering
Memorandum in the Ministerial Decree of the Minister of Economy and Finance of September 4, 1996,
as amended or supplemented from time to time and replacedWittige List"), or (II) once effective,

in any other decree or regulation that will be issued in the future under the authority of Article 11(4)(c)
of Decree 239 to provide the list of such countries and territories' e/ White List"), including

any country or territory that will be deemed listed therein for the purpose of any interim rule and such
holder complies with certain certification requirements, and otherwise in the circumstances as
described in th&Ovewiew of the Programmé Taxatior! and"Taxationd Italian Taxation" there is

no assurance that this will be the case. Investors resident in such countries or investors that are resident
in a country allowing for the satisfactory exchange of informatiothh Waly but that do not satisfy the
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conditions set forth by Decree 239 (as amended or supplemented), as well as certain categories of
holders of the Notes who are resident in Italy, will only receive the net proceeds of their investment in
the Notes. Theregime provided by Decree 239 and in particular the exemption froposta
sostitutivg which is in principle granted to holders of the Notes resident in countries that allow for
satisfactory exchange of information with Italy, is also subject to certaicegural requirements being

met. It is not possible to assure that all #italian resident investors can claim the application of the
exemption fromimposta sostitutivavhere the relevant foreign intermediary fails to provide sufficient
information to tke relevant Italian tax authorities under the procedures set for applying the exemption
regime. Should the procedural requirements not be met, Itatiposta sostituvanay apply on the
payments made on the Notes to foreign investors resident in couritaesltow for satisfactory
exchange of information with Italy. Sé®©verview of the Programm@ Taxatior and"Taxationd

Italian Taxatior!. Moreover, holders of Notes will bear the risk of any change in Decree 239 after the
date hereof, including any cham the White List or the New White List once effective.

No assurance can be given that the procedural requirements to apply the Italian tax regime provided
by ltalian Legislative Decree No. 239 of April 1, 1996 will be met by the relevant foreign inteiames

The regime provided by Decree 239 and in particular the exemptionirfftposta sostitutivan principle
granted to holders of the Notes resident in countries included in the White List (or in the New White List
once it is effective) applies if caih procedural requirements are met. It is not possible to assure that all
nortltalian resident investors can claim the application of the exemptionifmmosta sostitutivavhere

the relevant foreign intermediary fails to provide sufficient informationthte relevant Italian tax
authorities under the procedures set for applying the exemption regime.T8eation 0 Italian
Taxation"

Risks applicable to all Notes

If the relevant Issuer has the right to redeem any Notes at its option, this may limit thkeh&alue of
the Notes concerned and an investor may not be able to reinvest the redemption proceeds in a manner
which achieves a similar effective return.

An optional redemption feature of Notes is likely to limit their market value. During any periexl thvl
relevant Issuer may elect to redeem Notes, the market value of those Notes generally will not rise
substantially above the price at which they can be redeemed. This also may be true prior to any
redemption period.

The relevant Issuer may be expedidedeem Notes when its cost of borrowing is lower than the interest
rate on the Notes. At those times, an investor generally would not be able to reinvest the redemption
proceeds at an effective interest rate as high as the interest rate on the Ngtesdeemed and may

only be able to do so at a significantly lower rate. Potential investors should consider reinvestment risk in
light of other investments available at that time.

If the relevant Issuer has the right to convert the interest rate on atgsNrom a fixed rate to a floating
rate, or vice versa, this may affect the secondary market and the market value of the Notes concerned.

Fixed/Floating Rate Notes are Notes which may bear interest at a rate that converts from a fixed rate to a
floating rate, or from a floating rate to a fixed rate. Where the relevant Issuer has the right to effect such a

conversion, this will affect the secondary market and the market value of the Notes since the relevant

Issuer may be expected to convert the rate whisnlikely to produce a lower overall cost of borrowing.

If the relevant Issuer converts from a fixed rate to a floating rate in such circumstances, the spread on the
Fixed/Floating Rate Notes may be less favourable than then prevailing spreads on lslenfasding

Rate Notes tied to the same reference rate. In addition, the new floating rate at any time may be lower
than the rates on other Notes. If the relevant Issuer converts from a floating rate to a fixed rate in such
circumstances, the fixed rateagnbe lower than then prevailing market rates.

Notes which are issued at a substantial discount or premium may experience price volatility in
response to changes in market interest rates.

The market values of securities issued at a substantial discoahtagswero Coupon Notes) or premium
to their principal amount tend to fluctuate more in relation to general changes in interest rates than do
prices for more conventional interdstaring securities. Generally, the longer the remaining term of such
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securites, the greater the price volatility as compared to more conventional iflieegstg securities
with comparable maturities.

Risks applicable to certain types of Exempt Notes

There are particular risks associated with an investment in certain types ofnipt Notes, such as
Index Linked Notes and Dual Currency Notes. In particular, an investor might receive less interest
than expected or no interest in respect of such Notes and may lose some or all of the principal amount
invested by it.

The Issuers may ssie Notes with principal or interest determined by reference to an index or formula, to
changes in the prices of securities or commodities, to movements in currency exchange rates or other
factors (each, dRelevant Factor'). In addtion, the Issuers may issue Notes with principal or interest
payable in one or more currencies which may be different from the currency in which the Notes are
denominated. Potential investors should be aware that:

0] the market price of such Notes may beatite;

(i) they may receive no interest;
(iii) payment of principal or interest may occur at a different time or in a different currency than
expected;

(iv) they may lose all or a substantial portion of their principal;

(v) a Relevant Factor may be subject to significanttflations that may not correlate with changes
in interest rates, currencies or other indices;

(vi) if a Relevant Factor is applied to Notes in conjunction with a multiplier greater than one or
contains some other leverage factor, the effect of changes in naRteFactor on principal or
interest payable likely will be magnified; and

(vii) the timing of changes in a Relevant Factor may affect the actual yield to investors, even if the
average level is consistent with their expectations. In general, the earliehahgecin the
Relevant Factor, the greater the effect on yield.

The historical experience of an index or other Relevant Factor should not be viewed as an indication of
the future performance of such Relevant Factor during the term of any Notes. Accoretttlyotential
investor should consult its own financial and legal advisers about the risk entailed by an investment in any
Notes linked to a Relevant Factor and the suitability of such Notes in light of its particular circumstances.

Where Notes are issukeon a partly paid basis, an investor who fails to pay any subsequent instalment
of the issue price could lose all of his investment.

The Issuers may issue Notes where the issue price is payable in more than one instalment. Any failure by
an investor to paany subsequent instalment of the issue price in respect of his Notes could result in such
investor losing all of his investment.

Notes which are issued with variable interest rates or which are structured to include a multiplier or
other leverage factoare likely to have more volatile market values than more standard securities.

Notes with variable interest rates can be volatile investments. If they are structured to include multipliers
or other leverage factors, or caps or floors, or any combinatitmosé features or other similar related
features, their market values may be even more volatile than those for securities that do not include those
features.

Inverse Floating Rate Notes will have more volatile market values than conventional Floating Rate
Notes.

Inverse Floating Rate Notes have an interest rate equal to a fixed rate minus a rate based upon a reference
rate such as LIBOR. The market values of those Notes typically are more volatile than market values of
other conventional floating rate debécurities based on the same reference rate (and with otherwise
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comparable terms). Inverse Floating Rate Notes are more volatile because an increase in the reference
rate not only decreases the interest rate of the Notes, but may also reflect an inqueasaling interest
rates, which further adversely affects the market value of these Notes.

Risks related to Notes which are linked 'tbenchmarks.

The London Interbank Offered Rat&d (BOR "), the Euro Interbank Offered RattE(URIBOR") and

other interest rate or other types of rates and indices which are deeméthémdiemarksare the subject

of ongoing national and international regulatory reform. Following the implementation of any such
potential reforms, the manner afiministration of benchmarks may change, with the result that they may
perform differently than in the past, or benchmarks could be eliminated entirely, or there could be other
consequences which cannot be predicteat. example, on 27 July 2017, the UKn&ncial Conduct
Authority announced that it will no longer persuade or compel banks to submit rates for the calculation of
the LIBOR benchmark after 2021 (tHECA Announcement'). The FCA Announcement indicates that

the continuatin of LIBOR on the current basis cannot and will not be guaranteed after PBe1.
potential elimination of the LIBOR benchmark or any other benchmark, or changes in the manner of
administration of any benchmark, could require an adjustment to the tedrsoaditions, or result in

other consequences, in respect of any Notes linked to such benchmark (including but not limited to
Floating Rate Notes whose interest rates are linked to LIB@RY.such consequence could have a
material adverse effect on thelwa of and return on any such Notes.

In respect of any Notes issued with a specific use of proceeds such as a Green Bond there can be no
assurance that such use of proceeds will be suitable for the investment criteria of an investor.

If in respect of anyparticular issue of Notes there is a particular identified use of proceeds including
Eligible Green Projectswhich have been defined in accordance with the broad categorisation of
eligibility for greenprojects set out by the International Capital Markssociation (ICMA ") Green

Bond Principlesthis will be specified in thepplicable Final Terms. Prospective investors should have

regard to the information set out in such Fiflakms regarding use of proceeds and must determine for

themseles the relevance of such information tbe purpose of any investment in such Notes together

with any other investigation such investor deemesessary.

In particular, the Issusmay choose to apply the proceeds from the issue of any Notes for E¢gizda
Projects. No assurance is given by the Issuers or the Dealers that the use of such proceeds for any Eligible
Green Projects will satisfy, whether in whole or in part, any present or future investor expectations or
requirements as regards any invesitriteria or guidelines with which such investor or its investments

are required to comply whether by any present or future applicable law or regulations or by its own
bylaws or other governing rules or investment portfolio mandates, in particularegéidrto any direct

or indirect environmental sustainability or social impact of any projects or uses the subject of or related to,
any Eligible Green Projects. There can be no assurance that the relevant project(s) or use(s) (including
those the subjectfoor related to, any Eligible Green Projects) will be capable of being implemented in or
substantially in the manner described in the Final Terms and/or accordance with any timing schedule and
that accordingly such proceeds will be totally or partialgbdirsed for such project(s) or use(s). Nor can
there be any assurance that any such projects will be completed within any specified period or at all or
with the results or outcome (whether or not related to the environment) as originally expected or
anticipated by the Issuers. Any such event or failure by the Issuers will not constitute an Event of Default
under the Notes. Furthermore, it should be noted that there is currently no clearly defined definition (legal,
regulatory or otherwise) of, nor marketnsensus as to what constitutes, a green or sustainable or an
equivalently labelled project or as to what precise attributes are required for a particular project to be
defined as green or sustainable or such other equivalent label, nor can any assuyarssethat such a

clear definition or consensus will develop over time. Accordingly, no assurance is or can be given to
investors that any project(s) or use(s) the subject of or related to any Eligible Green Projects will meet
any or all investor expectiahs regarding such green, sustainable or other equivalabiyled
performance objectives or that any adverse environmental, social and/or other impacts will not occur
during the implementation of any project(s) or use(s) the subject of, or relatedyt&ligible Green
Projects. No assurance or representation is given as to the suitability or reliability for any purpose
whatsoever of any opinion or certification of any third party (whether or not solicited by the Issuers)
which may be made available gonnection with the issue of any Notes and in particular with any
Eligible Green Projects to fulfil any environmental, sustainability, social and/or other criteria. For the
avoidance of doubt, any such opinion or certification (i) is not, nor shall eedet® be, incorporated in

and/or form part of this Base Prospectus, (ii) is not, nor should be deemed to be, a recommendation by the

2199363-11-v17.0 -22- 47-40668638



Issuers, the Dealers or any other person to buy, sell or hold any such Notes and (iii) would only be current
as of the dat that it was initially issued.

Prospective investors must determine for themselves the relevance of any such opinion or certification
and/or the information contained therein and/or the provider of such opinion or certification for the
purpose of any westment in such Notes. Currently, the providers of such opinions and certifications are
not subject to any specific regulatory or other regime or oversight. In the event that any Notes are listed or
admitted to trading on any dedicated green, environresuatainable or other equivalentbbelled

segment of any stock exchange or securities market (whether or not regulated), no representation or
assurance is given by the Issuers, the Dealers or any other person that such listing or admission satisfies,
whether in whole or in part, any present or future investor expectations or requirements as regards any
investment criteria or guidelines with which such investor or its investments are required to comply, for
example with regard to any direct or indirectvieonmental, sustainability or social impact of any
projects or uses, the subject of or related to, any Eligible Green Projects. Additionally, it should be noted
that the criteria for any such listings or admission to trading may vary from one stockgxaba
securities market to another. Nor is any representation or assurance given or made by the Issuers, the
Dealers or any other person that any such listing or admission to trading will be obtained in respect of any
such Notes or, if obtained, that aswych listing or admission to trading will be maintained during the life

of the Notes.

Any such event or failure to apply the proceeds of any issue of Notes for any project(s) or use(s),
including any Eligible Green Projects, and/or the withdrawal of@pigion or certification as described

above or any such opinion or certification attesting that the Issuers is not complying in whole or in part
with any matters for which such opinion or certification is opining or certifying on, and/or any such Notes
no longer being listed or admitted to trading on any stock exchange or securities market as aforesaid may
have a material adverse effect on the value of such Notes and also potentially the value of any other Notes
which are intended by the Issuers to finaktigible Green Projects and/or result in adverse consequences

for certain investors with portfolio mandates to invest in securities to be used for a particular purpose.

Risks related to Notes generally
Set out below is a brief description of certain rigigting to the Notes generally:
Investment in Notes denominated in nefreely convertible currencies is subject to exchange rate risks

The value of any currency against the euro and other foreign currencies fluctuates and is affected by
changes in interational political and economic conditions and by many other factors. Except in limited
circumstances, all payments of interest and principal will be made in the currency in which the Notes are
denominated. As a result, the value of these payments iforetatany other currency may vary with the
prevailing exchange rates in the marketplace. If the value of the denominated currency depreciates against
any other foreign currencies, the value of the investment in the other applicable foreign currencies will
decline.

The claims of holders of Notes issued by Pirelli are structurally subordinated with respect to entities
that are not guarantors of the Notes

The operations of the Pirelli Group are principally conducted through subsidiaries of Pirelli and, in
paticular, through Pirelli Tyre and its subsidiaries. Holders of Notes issued by (i) Pirelli (which may or
may not be Guaranteed Notes) or (ii) Pirelli International (which shall be Guaranteed Notes) will not have
a claim against any subsidiaries of PirelliPirelli Tyre that are not guarantors of the Notes. The assets of
Pirelli's norguarantor subsidiaries, and the assets of Pirelli'3wabsidiaries, will be subject to prior
claims by creditors of those subsidiaries, whether such creditors are securesecured. Generally,
claims of creditors, including trade creditors, of a-goiarantor subsidiary (both secured and unsecured)
and claims of preference shareholders (if any) of the subsidiary, will have priority with respect to the
assets and earnia@f the subsidiary over the claims of its parent entity as a direct or indirect shareholder.
In the event of any foreclosure, dissolution, windirgy liquidation, reorganisation, administration or
other bankruptcy or insolvency proceeding of any of Psahorguarantor subsidiaries or Pirelli Tyse
subsidiaries, the creditors of Pirelli or, as appropriate, Pirelli Tyre (including the holders of Notes) will
have no right to proceed against such subsidiassets, and creditors of such subsidiaryydticg trade
creditors, will generally be entitled to payment in full from the sale or other disposal of the assets of such
subsidiary before Pirelli or Pirelli Tyre (as appropriate), as direct or indirect shareholder, will be entitled
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to receive any disitoutions from such subsidiary. Asich, Notes issued by Pirelli which are Guaranteed
Notes will be structurally subordinated to the creditors (including trade creditors) and preference
shareholders (if any) of Pire8lior, as appropriate, Pirelli Tysaon-guarantor subsidiaries.

The Guarantees given by the Guarantors may be limited by applicable Italian laws or subject to certain
defences that may limit their validity and enforceability.

Each Guarantee provides Noteholders with a direct claim againgtlévant Guarantor in respect of the
Issuels obligations under the Notes. Enforcement of each Guarantee would be subject to certain generally
available defences in the Republic of Itélvhere both Guarantors are incorporatédluding defences

relating to corporate benefit, fraudulent conveyance or transfer, voidable preference, corporate purpose,
and capital maintenance or similar laws, as well as regulations or defences which affect the rights of
creditors generally. If a court were to find a Guaeanvoid or unenforceable as a result of such local
Italian defences or laws, Noteholders would cease to have any claim in respect of the relevant Guarantor
and would be creditors solely of the Issuer and any remaining Guarantor (if any).

Enforcement of eab Guarantee is subject to the detailed provisions contained in the Trust Deed (and
any supplemental Trust Deed).

If and to the extent that any applicable law in force at the relevant time requires that the obligations of the
relevant Guarantor be cappelde trelevant Guarantor shall be liable under the Trust Deed for an amount

of up to 150 per cent. of the aggregate nominal amount of Notes from time to time outstanding under the
Programme. As at the date of this Base Prospectus, the aggregate nominaldimihlotes that may

be issued and outstanding under the Programme |
accordance with the terms of the Programme Agreement.

The Terms and Conditions of the Notes do not contain limitations on the incocesof additional debt
by Pirelli, Pirelli International or Pirelli Tyre in the future

The Terms and Conditions of the Notes do not prohibit Pirelli, Pirelli International or Pirelli Tyre from
issuing, providing guarantees or otherwise incurring furtredst dankingpari passuwith its existing
obligations. If any of Pirelli, Pirelli International or Pirelli Tyre incurs significant additional debt ranking
equally with the Notes, it will increase the number of claims that would be entitled to share raftdably
Noteholders in any proceeds distributed in connection with an insolvency, bankruptcy or similar
proceeding.

The Terms and Conditions of the Notes contain provisions which may permit their modification
without the consent of all investors and confeigsificant discretions on the Trustee which may be
exercised without the consent of the Noteholders and without regard to the individual interests of
particular Noteholders.

The Terms and Conditions of the Notes contain provisions for calling meeting®tehditers to
consider matters affecting their interests generally. These provisions permit defined majorities to bind all
Noteholders including Noteholders who did not attend and vote at the relevant meeting and Noteholders
who voted in a manner contraiy the majority.

The Terms and Conditions of the Notes also provide that the Trustee may, without the consent of
Noteholders and without regard to the interests of particular Noteholders, (i) agree to any modification of,
or to the waiver or authorisatiaf any breach or proposed breach of, any of the provisions of the Notes
or (ii) determine that any Event of Default shall not be treated as such or (iii) in the case of Notes issued
by Pirelli, agree to the substitution of another company as principardaider any Notes in place of the
Issuer, in each case in the circumstances described in Condiio(Meetings of Noteholders,
Modification, Waiver and Substitutipn

The value of the Notes could be adversely affected by a change in English law or airatiie
practice.

The Terms and Conditions of the Notes are based on English law in effect as at the date of this Base
Prospectus. No assurance can be given as to the impact of any possible judicial decision or change to
English law or administrative prace after the date of this Base Prospectus and any such change could
materially adversely impact the value of any Notes affected by it.
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Investors who purchase Notes in denominations that are not an integral multiple of the Specified
Denomination may be atersely affected if definitive Notes are subsequently required to be issued.

In relation to any issue of Notes which have denominations consisting of a minimum Specified
Denomination plus one or more higher integral multiples of another smaller amoignpossible that

such Notes may be traded in amounts in excess of the minimum Specified Denomination that are not
integral multiples of such minimum Specified Denomination. In such a case a holder who, as a result of
trading such amounts, holds an amouhial is less than the minimum Specified Denomination in his
account with the relevant clearing system at the relevant time may not receive a definitive Note in respect
of such holding (should definitive Notes be printed) and would need to purchase pgbrampunt of

Notes such that its holding amounts to a Specified Denomination.

If such Notes in definitive form are issued, holders should be aware that definitive Notes which have a
denomination that is not an integral multiple of the minimum SpecifietbBénation may be illiquid and
difficult to trade.

Risks relating to Notes denominated in Renminbi

A description of risks which may be relevant to an investor in Notes denominated in Renminbi
("Renminbi Notes)) is set out below

Renninbi is not freely convertible and there are significant restrictions on the remittance of Renminbi
into and out of the PRC which may adversely affect the liquidity of Renminbi Notes

Renminbi is not freely convertible at present. The government of the (BRCPRC Government')
continues to regulate conversion between Renminbi and foreign currencies, including the Hong Kong
dollar.

However, there has been significant reduction in control by the PRC Government in recent years,
partiaularly over trade transactions involving import and export of goods and services as well as other
frequent routine foreign exchange transactions. These transactions are known as current account items.

On the other hand, remittance of Renminbi into andobtihe PRC for the settlement of capital account
items, such as capital contributions, debt financing and securities investment, is generally only permitted
upon obtaining specific approvals from, or completing specific registrations or filings witrelévant
authorities on a cadey-case basis and is subject to a strict monitoring system. Regulations in the PRC on
the remittance of Renminbi into and out of the PRC for settlement of capital account items are being
developed.

Although from 1 October 2@ Renminbi has been added to the Special Drawing Rights basket created
by the International Monetary Fund, there is no assurance that the PRC Government will continue to
gradually liberalise control over crebsrder remittance of Renminbi in the fututkat the schemes for
Renminbi crossorder utilisation will not be discontinued or that new regulations in the PRC will not be
promulgated in the future which have the effect of restricting or eliminating the remittance of Renminbi
into or out of the PRMespite Renminbi internationalisation pilot programme and efforts in recent years
to internationalise the currency, there can be no assurance that the PRC Government will not impose
interim or longterm restrictions on the crof®rder remittance of Rennbn In the event that funds
cannot be repatriated out of the PRC in Renminbi, this may affect the overall availability of Renminbi
outside the PRC and the ability of the Issuers to source Renminbi to finance its obligations under Notes
denominated in Renmibi.

There is only limited availability of Renminbi outside the PRC, which may affect the liquidity of the
Renminbi Notes and the Issuérability to source Renminbi outside the PRC to service Renminbi Notes

As a result of the restrictions by the PRC Qoweent on crosborder Renminbi fund flows, the
availability of Renminbi outside the PRC is limited. While the Pesank of China"PBoC") has
entered intoagreements (th&Settlement Arrangement$) on the &earing of Renminbi business with
financial institutions (theé'Renminbi Clearing Banks') in a number of financial centres and cities,
including but not limited to Hong Kong, has established the EBosder InterBank Paymets System

(CIPS) to facilitate crosborder Renminbi settlemerand is further in the process of establishing
Renminbi clearing and settlement mechanisms in several other jurisdictions, the current size of Renminbi
denominated financial assets outsideRRRC is limited.
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There are restrictions imposed by PBoC on Renminbi business participating banks in respect of cross
border Renminbi settlement, such as those relating to direct transactions with PRC enterprises.
Furthermore, Renminbi business participatiamnks do not have direct Renminbi liquidity support from
PBoC, although PBoC has gradually allowed participating banks to access tledPBitdre intebank

market for the purchase and sale of Renminbi. The Renminbi Clearing Banks only have limitedacces
onshore liquidity support from PBoC for the purpose of squaring open positions of participating banks for
limited types of transactions and are not obliged to square for participating banks any open positions
resulting from other foreign exchange tsantions or conversion services. In cases where the
participating banks cannot source sufficient Renminbi through the above channels, they will need to
source Renminbi from outside the PRC to square such open positions.

Although it is expected that the sffore Renminbi market will continue to grow in depth and size, its
growth is subject to many constraints as a result of PRC laws and regulations on foreign exchange. There
is no assurance that new PRC regulations will not be promulgated or the Settlemaegeents will

not be terminated or amended in the future which will have the effect of restricting availability of
Renminbi outside the PRC. The limited availability of Renminbi outside the PRC may affect the liquidity

of the Renminbi Notes. To the ertehe Issuer is required to source Renminbi in the offshore market to
service its Renminbi Notes, there is no assurance that the Issuers will be able to source such Renminbi on
satisfactory terms, if at all.

Investment in the Renminbi Notes is subjecterchange rate risks

The value of Renminbi against other foreign currencies fluctuates from time to time and is affected by
changes in the PRC and international political and economic conditions as well as many other factors.
Recently, the PBoC implementetanges to the way it calculates the Rennsriaily midpoint against

the U.S. dollar to take into account markedker quotes before announcing such daily-paht. This

change, and others that may be implemented, may increase the volatility irlubeof/ghe Renminbi
against foreign currencies. All payments of interest and principal will be made in Renminbi with respect
to Renminbi Notes unless otherwise specified. As a result, the value of these Renminbi payments may
vary with the changes in the gmailing exchange rates in the marketplace. If the value of Renminbi
depreciates against another foreign currency, the value of the investment made by a holder of the
Renminbi Notes in that foreign currency will decline.

Investment in the Renminbi Notes &ibject to currency risk

The value of Renminbi against other foreign currencies fluctuates and is affected by changes in the PRC,
by international political and economic conditions and by many other factors. In addition, with regards to
CNY Notes, althogh the relevant Issuérprimary obligation is to make all payments of interest and
principal with respect to the CNY Notes in Renminbi and the relevant Gudsaitdne CNY Notes are
Guaranteed Notes) obligation is to make all payments under thenefduarantee in Renminbi, in the

event access to Renminbi becomes restricted to the extent that, by reason of CNY Inconvertibility, CNY
Nontransferability or CNY Illiquidity (each as defined in the Terms and Conditions of the Notes), the
relevant Issuersi unable to pay interest or principal in Renminbi or the relevant Guarantor (if the CNY
Notes are Guaranteed Notes) is unable to make payments under the Guarantee in Renminbi, the Terms
and Conditions of the Notes allow the relevant Issuer, or the rel@uaarantor (if the CNY Notes are
Guaranteed Notes), as the case may be, to make payment in the Relevant Currency (as defined in the
Terms and Conditions of the Notes) at the Alternate Settlement Rate (as defined in the Terms and
Conditions of the Notes)|las provided for in more detail in the Terms and Conditions of the Notes. As

a result, the value of these Renminbi payments in the Relevant Currency may vary with the prevailing
exchange rates in the market place. If the value of Renminbi depreciatest #yaRelevant Currency or

other foreign currencies, the value of the investment in the Relevant Currency or other applicable foreign
currency terms will decline.

Investment in the Renminbi Notes is subject to interest rate risks

The PRC Government hagadually liberalised its regulation of interest rates in recent yEarsher
liberalisation may increase interest rate volatility.addition, the interest rate for Renminbi in markets
outside the PRC may significantly deviate from the interest cat®énminbi in the PRC as a result of
foreign exchange controls imposed by PRC law and regulations and prevailing market conditions.
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As Renminbi Notes may carry a fixed interest rate, the trading price of the Renminbi Notes will
consequently vary with thiuctuations in the Renminbi interest ratéfsholders of the Renminbi Notes
propose to sell their Renminbi Notes before their maturity, they may receive an offer lower than the
amount they have invested.

Payments with respect to the Renminbi Notes mayrbade only in the manner designated in the
Renminbi Notes

All payments to investors in respect of the Renminbi Notes will be made solely (i) for so long as the
Renminbi Notes are represented by global certificates held with the common depositary omcommo
safekeeper, as the case may be, for Clearsteam Banking S.A. and Euroclear Bank S.A./N.V. or any
alternative clearing system, by transfer to a Renminbi bank account maintained in Hong Kong, (ii) for so
long as the Renminbi Notes are represented by glodrdificates lodged with a stdustodian for or
registered with the CMU, by transfer to a Renminbi bank account maintained in Hong Kong in
accordance with prevailing CMU rules and procedures, (iii) for so long as the Renminbi Notes are in
definitive form,by transfer to a Renminbi bank account maintained in Hong Kong. The Issuers cannot be
required to make payment by any other means (including in any other currency or by transfer to a bank
account in the PRC).

Gains on the transfer of the Renminbi Notes mbgcome subject to income taxes under PRC tax laws

Under thePRC Enterprise Income Tax Lawhe PRC Individual Income Tax Lawand the relevant
implementing rules, as amended from time to time, any gain realised on the transfer of Renminbi Notes
by nonPRCresident enterprise or individubloteholderanay be subject to PRC enterprise income tax
("EIT™) or PRC individual income taX'{T ") if such gain is regarded as income derived from sources
within the PRC. Thé°’RC Enterprise IncomTax Lawlevies EIT at the rate of 20 per cent. of the gains
derived by such neRRC resident enterprise from the transfer of Renminbi Notes but its implementation
rules have reduced the enterprise income tax rate to 10 per cerRRIhéndividual Incom&ax Law

levies IIT at a rate of 20 per cent. of the gains derived by suctPR@ resident individuaNoteholder

from the transfer of Renminbi Notes.

However, uncertainty remains as to whether the gain realised from the transfer of Renminbi Notes by
nonPRC resident enterprise or individudbteholdersvould be treated as income derived from sources
within the PRC and become subject to the EIT or IIT. This will depend on how the PRC tax authorities
interpret, apply or enforce tHRRCEnterprise Income Takkaw, thePRC Individual Income Tax Laand

the relevant implementing rules. According to the arrangement between the PRC and Hong Kong, for
avoidance of double taxatiooteholderswho are residents of Hong Kong, including enterprise
Noteholdersand indivdual Noteholderswill not be subject to EIT or IIT on capital gains derived from a
sale or exchange of the Notes.

Therefore, if noAPRC enterprise or individual residddbteholdersare required to pay PRC income tax
on gains derived from the transfeff Renminbi Notes, unless there is an applicable tax treaty between
PRC and the jurisdiction in which such RBRC enterprise or individual resideNoteholdersof
Renminbi Notes reside that reduces or exempts the relevant EIT or IIT, the value of th&ima™ in
Renminbi Notes may be materially and adversely affected.

Risks related to the market generally

Set out below is a brief description of the principal market risks, including liquidity risk, exchange rate
risk, interest rate risk and credit risk:

An active secondary market in respect of the Notes may never be established or may be illiquid and this
would adversely affect the value at which an investor could sell his Notes

Notes may have no established trading market when issued, anchgmeeverdevelop. If a market does
develop, it may not be very liquid. Therefore, investors may not be able to sell their Notes easily or at
prices that will provide them with a yield comparable to similar investments that have a developed
secondary market. This articularly the case for Notes that are especially sensitive to interest rate,
currency or market risks, are designed for specific investment objectives or strategies or have been
structured to meet the investment requirements of limited categoriesestans. These types of Notes

2199363-11-v17.0 -27- 47-40668638



generally would have a more limited secondary market and more price volatility than conventional debt
securities.

If an investor holds Notes which are not denominated in the in\&ehtmme currency, he will be exposed

to movements in exchange rates adversely affecting the value of his holding. In addition, the imposition
of exchange controls in relation to any Notes could result in an investor not receiving payments on those
Notes.

The relevant Issuer will pay principal andarest on the Notes and the Guarantor (if the Notes are
Guaranteed Notes) will make any payments under the Guarantee in the Specified Currency. This presents
certain risks relating to currency conversions if an invéstnancial activities are denomieat
principally in a currency or currency unit (thimvestor's Currency") other than the Specified Currency.

These include the risk that exchange rates may significantly change (including changes due to devaluation
of the Specied Currency or revaluation of the Inves¢oCurrency) and the risk that authorities with
jurisdiction over the Investr Currency may impose or modify exchange controls. An appreciation in the
value of the Invest& Currency relative to the Specifiedut@ency would decrease (1) the Investor
Currencyequivalent yield on the Notes, (2) the InvestaCurrencyequivalent value of the principal
payable on the Notes and (3) the Invest@urrencyequivalent market value of the Notes.

Government and monetaauthorities may impose (as some have done in the past) exchange controls that
could adversely affect an applicable exchange rate or the ability of the relevant Issuer or the Guarantor (if
the Notes are Guaranteed Notes) to make payments in respeet dbtibs. As a result, investors may
receive less interest or principal than expected, or no interest or principal.

The value of Fixed Rate Notes may be adversely affected by movements in market interest rates.

Investment in Fixed Rate Notes involves thek that if market interest rates subsequently increase above
the rate paid on the Fixed Rate Notes, this will adversely affect the value of the Fixed Rate Notes.

Legal investment considerations may restrict certain investments.

The investment activities aertain investors are subject to investment laws and regulations, or review or
regulation by certain authorities. Each potential investor should consult its legal advisers to determine
whether and to what extent (1) the Notes are legal investments {@) ithe Notes can be used as
collateral for various types of borrowing and (3) other restrictions apply to its purchase or pledge of the
Notes. Financial institutions should consult their legal advisors or the appropriate regulators to determine
the appreriate treatment of the Notes under any applicableb#sed capital or similar rules.
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PRESENTATION OF FINANCIAL INFORMATION
Pirelli

Between 2015 and the beginning of 2016, Pirelli carried out steps to separate itsvideriddustrial

tyre operationsjncluding investments in foreign companies, and create a company that was focused
exclusively on the consumer tyre industry. At the end of this separation process, which is substantially
complete but still orgoing, Pirelli will have only minor, residuahdustrial operations in Australia and
Chile, as well as the sales carried out by its controlled distributors in Brazil, Germany, Switzerland and
Spain.

The consolidated annual financial statements for the years ended December 31, 2014, 2015 and 2016 of
Pirelli prepared in accordance with IFRS, audited by EY S.p.BY () and incorporated by reference in

this Base Prospectus, reflect the business prior to this separation process, when Pirelli operated in both the
consumer and industriabgments (theHistorical Audited Financial Statements’). Consequently, the
Historical Audited Financial Statements do not reflect the business of Pirelli as of the date of this Base
Prospectus or as it willperate in the future. To reflect the Pirsllbusiness following the separation
process and Industrial Reorganisation, cavwe financial data, extracted from the Historical Audited
Financial Statements, have been prepaselkly in connection with theseblishment of the Euro
2,000,000,000 Euro Medium Term Note Programme by Pirelli & C S.p.A. and Pirelli International Plc,
and the preparation of the Base Prospeasu®llows:

i consolidated carveut financial statements as of and for the years endeedniissr 31, 2014 and
December 31, 2015 of Pirelli prepared in accordance with IFRS, extracted from the Historical
Audited Financial Statements of Pirelli as of and for the years ended December 31, 2014 and
2015, without giving any effect to the acquisitiohRirelli by Marco Polo Industrial Holding
S.p.A. and the subsequent merger between Marco Polo Industrial Holding S.p.A. and Pirelli.
These financial statements were audited by EY, which issued its rep@&tJanuary2018
("2015 2014 CarveOut Financial Statement$);

i consolidated carveut financial statements as of and for the year ended December 31, 2016 of
Pirelli, initially held by Marco Polo Industrial Holding (subsequently merged with Pirelli)
prepaed in accordance with IFRS, extracted from the Historical Audited Financial Statements as
of and for the year ended December 31, 2016 and which give effect to the acquisition of Pirelli
by Marco Polo Industrial Holding S.p.A. These financial statementsefgxfor the data
contained in the 2015 comparative column) were audited by EY, which issued its refort on
January 201§"2016 CarveOut Financial Statements). For comparative purposes, the 2016
CarveOut Financial Statements include data for the year ended December 31, 2015 of Pirelli
starting from September 1, 2015 and those of Marco Polo Industrial Holding S.p.A. starting from
the date of its incorporation; and

1 interim consolidated carveut financial stateents for the six months ended June 30, 2017 of
Pirelli prepared in accordance with IFRS. These financial statements (except for the data
contained in the June 2016 comparative column) were audited by PricewaterhouseCoopers S.p.A.
("PwC"), which issued its report or®@ January 2018 ("Interim Carve-Out Financial
Statements).

Financial information incorporated by reference also includes the unairdieidh consolidated financial
reportat September@ 2017 of Pirelli, prepared in accordance with IFRS.

Pirelli International

The separate annual financial statements for the financial years ended December 31, 2016 and 2015 of
Pirelli International, prepared in accordance with Financial Reporting Stariddrdin the United
Kingdom and incorporated by reference in this Base Prospectus, have been audited by Ernst & Young
LLP. The audit reports of Ernst & Young LLP are available to the public and incorporated by reference
herein.
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Pirelli Tyre

The separate anal financial statements for the financial years ended December 31, 2016 and 2015 of
Pirelli Tyre, prepared in accordance with generally accepted accounting principles in the Republic of Italy
and incorporated by reference in this Base Prospectus, havabéited by EY. The audit reports of EY

are available to the public and incorporated by reference herein.

Alternative performance indicators

The documents incorporated by reference in this Base Prospectus contain certain performance measures
which, althogh not recognised as financial measures under IFRS, under generally accepted accounting
principles in the Republic of Italy and under Financial Reporting Standard 101 in the United Kingdom are
used by the management of Pirelli, Pirelli Tyre and Pirelierdmational to monitor their financial and
operating performance. In particular:

i Adjusted revenues from sales and services: calculated by subtracting the contribution to the
consolidated financial statements made by Pirelli Venezuela C.A. (to account eor th
deconsolidatiof such company) from revenues from sales and services.

i Operating profit (EBIT): refers to earnings before interest, results from investments and taxes.

i Adjusted EBIT: calculating by adjusting operating profit (EBIT) for amortisatiomtg#nigible
assetsincluded in PPA, nomecurring and restructuring expenses, the contribution to the
consolidatedfinancial statements made by Pirelli Venezuela C.A. and the contribution to the
consolidatedinancial statements made by the Steelcord aiesuit

i Adjusted EBIT whitout startip costs: is equal to the EBIT adjusted but excludes the contribution
to the operating profit of the cyber and velo business unit, the costs for the conversion of Aeolus
brandcar products, and costs sustained for the aligiansformation of Pirelli.

i Adjusted EBIT margin: calculated by dividing adjusted EBIT by adjusted revenues from sales
andservices.

i EBITDA: calculated by adjusting operating profit (EBIT) for amortisation, depreciation and
impairment.

i Adjusted EBITDA: @lculated by adjusting EBITDA for nemecurring and restructuring

expensesthe contribution to the consolidated financial statements made by Pirelli Venezuela
C.A. and thecontribution to the consolidated financial statements made by the Steelcord
activities.

i Adjusted EBITDA wihout startup costs: is equal to the EBITDA adjusted but excludes the
contribution to the gross operating profit of the cyber and velo business unit, the costs for the
conversion of Aeolus brand car products, and costs sustaintfdigital transformation of the
Pirelli.

i Adjusted EBITDA margin: calculated by dividing Adjusted EBITDA by adjusted revenues from
sales and services.

i Net income (loss) related to continuing operations (Consumer) adjusted: the adjusted net income
relatedto continuing operations is calculated by adjusting the net income related to assets related
to continuing operations for the following items: (i) the amortisation of intangible assets related
to assets detected as a consequence of Business Combinatidneperational costs due to
nonrecurringand restructuring expenses, (ii) A@turring costs/income recognised under
financialincome and expenses; (iii) noacurring costs/income recognised under taxes.

bl Investments/revenues from sales and servicesuledéd as the ratio of investments over
revenuesrom sales and services.
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Fixed assets related to continuing operations: this measure is constitutedswn of the items
"Property, plant and equipment", "Intangible assets", "Investments in assoafatepint
ventures" and "Other financial assets".

Provisions: this measure is constituted by the sum of "Provisions for liabilities and charges
(currentand noncurrent)”, "Employee benefit obligations" and "Provisions for deferred tax
liabilities".

Operaing working capital related to continuing operations: this measure is constituted by the
sum of"Inventories”, "Trade receivables" and "Trade payables".

Net working capital related to continuing operations: calculated as the operating working capital
andother receivables and payables not included ir' Ned finandal liquidity/(debt) position".

Net invested capital held for sale: calculated as the difference between assets held for sale and
liabilities held for sale.

Net invested capital: calculated as um of (i) fixed assets related to continubpgrations, (ii)
net working capital related to continuing operations and (iiijmetsted capital held for sale.

Net financial indebtedness: calculated in accordance with CONSOB Communication no.
6064293 6 July 28, 2006 and in accordance with ESMA/2013/319 Recommendations.

Total sources of financing: calculated as the sum of (i) total equity and (ii) net financial
indebtedness.

Net financial position: calculated as net financial indebtedness less otheument financial
receivables.

Net financial indebtedness/total equity: calculated as the ratio of Net financial indebtedness to
total equity.

Net financial indebtedness/EBITDA: calculated as the ratio of Net financial indebtedness to
EBITDA.

It should benoted that:

@

(ii)

(iii)

(iv)

v)

(vi)

the alternative performance indicators are based exclusively on the historical data and are not
indicative of the future performance;

the alternative performance indicators are not derived from IFRS, from generally accepted
accounting princi@s in the Republic of Italy and from Financial Reporting Standard 101 in the
United Kingdom and, as they are derived from the financial statements of Pirelli, Pirelli Tyre and
Pirelli International prepared in conformity with these principles, they arsutjéct to audit;

the alternative performance indicators are-@#AP financial measures and are not recognised

as measure of performance or liquidity under IFRS, under generally accepted accounting
principles in the Republic of Italy and under FinandRdporting Standard 101 in the United
Kingdom and should not be recognised as alternative to performance measure derived in
accordance with IFRS or any other generally accepted accounting principles.

the alternative performance indicators should be readthieg with financial information for
Pirelli, Pirelli Tyre and Pirelli International taken from the financial statements included by
reference in this Base Prospectus;

since all companies do not calculate alternative performance indicators in an idmaticedr,
the presentation of Pirelli, Pirelli Tyre and Pirelli International may not be consistent with similar
measures used by other companies. Therefore, undue reliance should not be placed on these data;

vi. the alternative performance indicators andinigons used herein are consistent and
standardisedor all the period for which financial information in this Base Prospectus are
included.
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DOCUMENTS INCORPORATED BY REFERENCE

The following documents which have previously been published and havdilbdenith the CSSF shall
be incorporated in, and form part of, this Base Prospectus:

Document Information incorporated Page numbers

The audited unconsolidated annual financ
statements for the financial year ended
December 2015 of Pirelli Internatial

Balance sheet Page 11
Income Statement Page 8
Statement of Comprehensiv Page 9
Income

Statement of Changes i Page 10
Equity

Notes to the Financial Pages 1228
Statements

Independent auditor's report Page 7

The audited unconsolidatedannual financial
statements for the financial year ended
December 2016 of Pirelli International

Balance sheet Page 11
Income Statement Page 8
Statement of Comprehensiv Page 9
Income

Statement of Changes i Page 10
Equity

Notes to the Finamal Pages 128
Statements

Independent auditor's report Page 7

The audited unconsolidated annual financ
statements for the financial year ended
December 2015 of Pirelli Tyre

Balance sheet Pages 4-46
Income Statement Page 47

Notes to he financial Pages 584
statements

Independent auditor's report Pags 8586

(of PDF)
The audited unconsolidated annual financ
statements for the financial year ended
December 2016 of Pirelli Tyre
Balance sheet Pages 335
Income Statement Page 36
Cash Flow Statement Page 37
Notes to the financia Pages 382

statements
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Document

The audited
statements for

consolidated
the financial

December 2014 of Pirelli

The audited
statements for

consolidated
the financial

December 2015 of Pirelli

The audited
statements for

consolidated
the financial

December 2016 of Pirelli

annual
year

annual
year

annual
year

financ
ended

financ
ended

financ
ended

The 20152014 CarveOut Financial Steements of

Pirelli
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Information incorporated

Independent auditor's report

Consdidated statement o
financial position
Consolidated
statement
Consolidated tatement
other comprehensive¢ome
Consolidated statement «
changes in equity
Consolidated statement ¢
cash flovs
Explanatorynotes
Independent auditor's report

income

of

Consolidated Statement ¢
Financial Position

Consdidated income
statement
Consolidated statement <«

other comprehensive income
Consolidated statement ¢
changes in equity
Consolidated statement ¢
cash flows
Explanatorynotes
Independent alitor's report

Consolidated Statement ¢
Financial Position
Consolidated
statement

income

Consolidated sttement of
comprehensive income
Consolidated statement <«

changes in equity
Consdidated statement o
cash flows

Explanatorynotes
Independent auditor's report

Consolidated statement of

financial position

Page numbers

Pages 886

(of PDF)

Page 208
Page 209
Page 210
Page 211
Page 212

Pages 21289
Pages 37376

Page 132
Page 133
Page 134
Pages 133.36
Page 137

Pages 14209
Pages 28485

Page 168
Page 169
Page 170
Page 171
Page 172

Pages 17254
Page 310

Page 2
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Document Information incorporated Page numbers

Consolidated income Page 3
statement

Consolidated statement « Page 4
othercomprehensive income
Consolidated statement of Page5
changes in equity

Consolidated statement of Pages &

cash flow
Explanatory notes Pages 804
Independent auditor's report Pages 106-108

(of PDF)
The 2016 Carw®ut Financial Statements of Pirell

Consolidated statement ¢ Page 2
financial position

Consolidated income Page 3
statement

Consolidated tatement of Page 4
othercomprehensive income
Consolidated statement of Page 5
changes in equity

Consolidated statement of Page 6

cash flow
Explanatory notes Pages B7
Independent auditor's report Pages  89-91

(of PDF)

The Interim CarveOut Financial Statemest of
Pirelli as of andfor the six months ended 30 Ju
2017

Consolidated statement ¢ Page 2
financial position

Consolidated income Page 3
statement

Consolidated statement « Page 4
othercomprehensive income
Consolidated statement ¢ Pages %
changes irequity

Consolidated statement ¢ Page 7

cash flow

Explanatory notes Pages 82

Independent auditor's report Pages  74-77
(of PDF)

The unaudited Interim Financial Statements as
and for the nine months ended 30 September Z
of Pirelli

Consolidéaed statement o Page 40
financial position

Consolidated income¢ Page 41
statement

Consolidated statement ¢ Page 42
comprehensive income

Consolidated statement « Pages 4314
changes in equity
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Document Information incorporated Page numbers

Consolidated statement ¢ Page 45
cash flow

Any otherinformation incorporated by reference that is not included in the -cedesience list above is
considered to be additional information to be disclosed to investors rather than information required by
the relevant Annexes of the Prospectus Regulation.

Following the publication of this Base Prospectus a supplement may be prepared by the Issuers and
approved by the CSSF in accordance with Article 16 of the Prospectus Directive. Statements contained in
any such supplement (or contained in any document incagmbby reference therein) shall, to the extent
applicable, be deemed to modify or supersede statements contained in this Base Prospectus or in a
document which is incorporated by reference in this Base Prospectus. Any statement so modified or
supersededhall not, except as so modified or superseded, constitute a part of this Base Prospectus.

Copies of documents incorporated by reference in this Base Prospectus can be obtained from the
registered offices of each of the Issuers and from the specifie@ affithe Paying Agent for the time

being in Luxembourg and will also be published on the website of the Luxembourg Stock Exchange
(www.bourse.lu

The Issuers and the Guarantors will, in the event of any significant new factor, material mistake or
inaccuray relating to information included in this Base Prospectus which is capable of affecting the
assessment of any Notes, prepare a supplement to this Base Prospectus or publish a new Base Prospectus
for use in connection with any subsequent issue of Notes.
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FINAL TERMS AND DRAWD OWN PROSPECTUSES

In this section the expressidnecessary informatidnmeans, in relation to any Tranche of Notes, the
information necessary to enable investors to make an informed assessment of the assets and liabilities,
financial paition, profits and losses and prospects ofrélevant Issuer and the relevant Guarantor (if

any) and of the rights attaching to the Notes. In relation to the different types of Notes which may be
issued under the Programme tieéevant Issuer and thelevant Guarantor (if any)ave included in this

Base Prospectus all of the necessary information except for information relating to the Notes which is not
known at the date of this Base Prospectus and which can only be determined at the time of alindivid
issue of a Tranche of Notes.

Any information relating to the Notes which is not included in this Base Prospectus and which is required
in order to complete the necessary information in relation to a Tranche of Notes will be contained either
in the réevant Final Termgor in the case of Exempt Notes, Pricing Supplementin a Drawdown
Prospectus.

For a Tranche of Notes which is the subject of Final Terms, those Final Terms will, for the purposes of
that Tranche onlycompletethis Base Prospectusnd must be read in conjunction with this Base
Prospectus. The terms and conditions applicable to any particular Tranche of Notes which is the subject
of Final Terms are the Conditions described in the relevant Final Terms as supplemented to the extent
described in the relevant Final Terms.

The terms and conditions applicable to any particular Tranche of Notes which is the subject of a
Drawdown Prospectus will be the Conditions as supplemented, amended and/or replaced to the extent
described in the relemt Drawdown Prospectus. In the case of a Tranche of Notes which is the subject of

a Drawdown Prospectus, each reference in this Base Prospectus to information being specified or
identified in the relevant Final Terms shall be read and construed asemcef¢éo such information being
specified or identified in the relevant Drawdown Prospectus unless the context requires otherwise.

Each Drawdown Prospectus will be constituted either (1) by a single document containing the necessary
information relatingto the Issuer and the Guarantor and the relevant Notes or (2) by a registration
document (théRegistration Document) containing the necessary information relating to the Issuer and
the Guarantor, a securities note (tl8ecuities Note") containing the necessary information relating to

the relevant Notes and, if necessary, a summary note.
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FORM OF THE NOTES

Any reference in this section tapplicable Final Ternis shall be deemed to include a refecento
"applicable Pricing Suppleméntvhere relevant.

Each Tranche of Notes will be in bearer form and will initially be issued in the form of a temporary
global note (& Temporary Global Note") or, if so specified in the apgphble Final Terms, a permanent
global note (d&Permanent Global Note) which, in either case, will:

0] if the Global Notes are intended to be issued in new global M) form, as stated in the
applicable Final Terms, be dedired on or prior to the original issue date of the Tranche to a
common safekeeper (tH€ommon Safekeepet) for Euroclear Bank SA/N\("Euroclear") and
Clearstream Banking.A. ("Clearstream, Luxembourd'); and

(i) if the Global Notes are not intended to be issued in NGN Form, be delivered on or prior to the
original issue date of the Tranche to a common depositary”"@bexmon Depositary') for
Euroclear and @arstream, Luxembourg.

Where the Global Notes issued in respect of any Tranche are in NGN form, the applicable Final Terms
will also indicate whether such Global Notes are intended to be held in a manner which would allow
Eurosystem eligibility. Any indid#on that the Global Notes are to be so held does not necessarily mean
that the Notes of the relevant Tranche will be recognised as eligible collateral for Eurosystem monetary
policy and intraday credit operations by the Eurosystem either upon issueaay dtmes during their life

as such recognition depends upon satisfaction of the Eurosystem eligibility criteria. The Common
Safekeeper for NGNs will either be Euroclear or Clearstream, Luxembourg or another entity approved by
Euroclear and Clearstreamyxembourg, as indicated in the applicable Final Terms.

Whilst any Note is represented by a Temporary Global Note, payments of principal, interest (if any) and
any other amount payable in respect of the Notes due prior to the Exchange Date (as defifedilbelow

be made (against presentation of the Temporary Global Note if the Temporary Global Note is not
intended to be issued in NGN form) only to the extent that certification (in a form to be provided) to the
effect that the beneficial owners of interesissuch Note are not U.S. persons or persons who have
purchased for resale to any U.S. person, as required by U.S. Treasury regulations, has been received by
Euroclear and/or Clearstream, Luxembourg and Euroclear and/or Clearstream, Luxembourg, as
applicabe, has given a like certification (based on the certifications it has received) to the Agent.

On and after the date (tH&xchange Daté) which is 40 days after a Temporary Global Note is issued,
interests in such Temporary Global tdowill be exchangeable (free of charge) upon a request as
described therein either for (a) interests in a Permanent Global Note of the same Series or (b) definitive
Notes of the same Series with, where applicable, receipts, interest coupons and tatdvesl gts
indicated in the applicable Final Terms and subject, in the case of definitive Notes, to such notice period
as is specified in the applicable Final Terms), in each case against certification of beneficial ownership as
described above unless suddrtification has already been given. The holder of a Temporary Global Note
will not be entitled to collect any payment of interest, principal or other amount due on or after the
Exchange Date unless, upon due certification, exchange of the TemporaryNBltbor an interest in a
Permanent Global Note or for definitive Notes is improperly withheld or refused.

Payments of principal, interest (if any) or any other amounts on a Permanent Global Note will be made
through Euroclear and/or Clearstream, Luxenrgo(against presentation or surrender (as the case may
be) of the Permanent Global Note if the Permanent Global Note is not intended to be issued in NGN
form) without any requirement for certification.

The applicable Final Terms will specify that a Perer@nGlobal Note will be exchangeable (free of
charge), in whole but not in part, for definitive Notes with, where applicable, receipts, interest coupons
and talons attached upon either (a) not less than 60 ®aitten notice from Euroclear and/or
Clearsteam, Luxembourg (acting on the instructions of any holder of an interest in such Permanent
Global Note) to the Agent as described therein or (b) only upon the occurrence of an Exchange Event. For
these purpose8Exchange Event means that (i) an Event of Default (as defined in CondiBafEvents

of Default and Enforcemenhas occurred and is continuing, or (ii) the relevant Issuer has been notified
that both Euroclear and Clearstream, Luxembourg have been closed for businessntorusus period

of 14 days (other than by reason of holiday, statutory or otherwise) or have announced an intention
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permanently to cease business or have in fact done so and no successor clearing system satisfactory to the
Trustee is available; or (iithe relevant Issuer would suffer a disadvantage as a result of a change in laws
or regulations (taxation or otherwise) or as a result of a change in practice of Euroclear and/or
Clearstream, Luxembourg which would not be suffered were the Notes inideffoitm and a certificate

to such effect signed by two Authorised Signatories is given to the Trustee. The relevant Issuer will
promptly give notice to Noteholders in accordance with ConditidrfNoticeg if an Exchange Event

occurs. In the event of theccurrence of an Exchange Event, Euroclear and/or Clearstream, Luxembourg
(acting on the instructions of any holder of an interest in such Permanent Global Note) or the Trustee may
give notice to the Agent requesting exchange and, in the event of an BedBeent as described in (iii)

above, the relevant Issuer may also give notice to the Agent requesting exchange. Any such exchange
shall occur not later than 45 days after the date of receipt of the first relevant notice by the Agent.

Legend concerning Unied States persons

In the case of any Tranche of Bearer Notes having a maturity of more than 365 days, the Notes in global
form, the Notes in definitive form and any Coupons and Talons appertaining thereto will bear a legend to
the following effect:

"Any United States person who holds this obligation will be subject to limitations under the
United States income tax laws, including the limitations provided in Sections 165(j) and 1287(a)
of the Internal Revenue Code.

The sections referred to provide that Uad States holders, with certain exceptions, will not be entitled
to deduct any loss on Notes, receipts or interest coupons and will not be entitled to capital gains
treatment in respect of any gain on any sale, disposition, redemption or payment of paihici respect

of such Notes, receipts or interest coupons.

Notes which are represented by a Global Note will only be transferable in accordance with the rules and
procedures for the time being of Euroclear or Clearstream, Luxembourg, as the case may be.

Pursuant to the Agency Agreement (as defined ufiflerms and Conditions of the Ndtgsthe Agent

shall request that, where a further Tranche of Notes is issued which is intended to form a single Series
with an existing Tranche of Notes at a point after iIfsue Date of the further Tranche, the Notes of such
further Tranche are assigned a common code and ISIN which are different from the common code and
ISIN assigned to Notes of any other Tranche of the same Series until such time as the Tranches are
consdidated and form a single Series, which shall not be prior to the expiry of the distribution
compliance period (as defined in Regulation S under the Securities Act) applicable to the Notes of such
Tranche.

Any reference herein to Euroclear and/or Cleaastre Luxembourg shall, whenever the context so
permits, be deemed to include a reference to any additional or alternative clearing system specified in the
applicable Final Terms.

No Noteholder, Receiptholder or Couponholder shall be entitled to proceetlydagainst the relevant
Issuer or any relevant Guarantor unless the Trustee, having become bound so to proceed, fails so to do
within a reasonable period and the failure shall be continuing.
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FORM OF FINAL TERMS IN RELATION TO NOTES OTHER THAN EXEMPT NO TES

Set out below is the form of Final Terms which will be completed for each Eraf®otes which are not
ExemptNotes issued under the Programme.

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS i The Notes are not intendéd be
offered, sold ootherwisemade available to arehould not be offered, sold or otherwise made available
to any retail investor in the European Economic Ard8EA"). For these purposes, a retail investor
means a person who is one (or more) of: (i) a retail client asedefn point (11) of Article 4(1) of
Directive 2014/65/EU"MIFID Il "); (ii) a customer within the meaning of Directive 2002/92/EC, where
that customer would not qualify as a professional client as defined in point (10) of Article MiB1Df

II; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amendedPtbspectus
Directive"). Consequently no key information document required by Regulation (EU) No 1286/2014 (the
"PRIIPs Regulation") for offering or selling the Notes or otherwise making them available to retail
investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making
them available to any retail investor in tBEA may be unlawful under the PRIIPs Regulation.]

[MIFID 1l Product Governance / Professional investors and ECPs only target market Solely for

the purposes of each manufacturerds product approva
the Ndes has led to the conclusion that: (i) the target market for the Notes is eligible counterparties and
professional clients only, el as defined in MiFID tland (i) all channels for distribution of the Notes to

eligible counterparties and professionkigiats are appropriate. Any person subsequently offering, selling

or recommending the Notes (distributor® ) shoul d take into consideratior
market assessment; however, a distributor subject to MiFID Il is responsible for uimdgitakown
target market assessment in respect of the Notes (b

market assessment) and determining appropriate distribution chfnnels.

[Datg]

[Pirelli International
plc/Pirelli & C. S.p.A.]
(the"lssuer")

Issue of [Aggregate Nominal Amount of Tranche] [Title of Notes]

[Guaranteed by
[Pirelli Tyre S.p.A./Pirelli & C. S.p.A.]]

under the 02,000,000, 000
Euro Medium Term Note Programme

PART AT CONTRACTUAL TERMS

[Terms used herein shall beamed to be defined as such for the purposes of the Conditions et fort

the Base Prospectus dated 10 Jan@ad8 [and the supplement[s] to it datethtd [and [datd] which

[together] constitute[s] a base prospectus for the purposes of the Prospeetts/e (the "Base
Prospectus). This document constitutes the Final Terms of the Notes described herein for the purposes

of Article 5.4 of the Prospectus Directive and must be read in conjunction with the Base Prospectus. Full
information on the Issuer [, the Guarantor] and the offer of the Notes is only available on the basis of the
combination of these Final Terms and the Base Prospectus. The Base Prospectus and, in the case of Notes
admitted to trading on the regulated mandethe Luxembourg Stock Exchange, the Final Terms will also

be published on the website of the Luxembourg Stock Exchange.pourse.ly]

[The following alternative language applies if the first tranche of an is$uehvis being increased was
issued under thpreviousBase Prospectus.

[Terms used herein shall be deemed to be defined as such for the purposes of the Conditionsrset fort

the Base Prospectus dated 10 Jan@é@m8 which are incorporated by referennehe Base Prospectus

datedp] . This document constitutes t foreghe purposaslioftieer ms o f
Article 5.4 of the Prospectus Directive (thHgase Prospectuy and must be read in conjunction with the
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Base Prospectus dated R018[and the supplement to the Base Prospectus datgdwhich [together]
constitute[s] a base prospectus for the purposes of the Prospectus Directive, save in respect of the
Conditions which are extracted from the Base Prospectus #iatédnuary018and ae attached hereto

Full information on the Issuer [, the Guarantor] and the offer of the Notes is only available on the basis of
the combination of these Final Terms andBlase Prospectuses datdtlJanuar018a n d . ThedBase
Prospectuses and, in the case of Notes admitted to trading on the regulated market of the Luxembourg
Stock Exchange, the Final Terms will also be published on the website of the Luxembourg Stock
Exchangeww.bourse.lj]

(Include whicheer of the following apply or specify aslot Applicablé. Note that the numbering should
remain as set out below, even 'iNot Applicablé is indicated for individual paragraphs or
subparagraphs. Italics denote directions for completing the Final Tgrms.

(If the Notesare issued by Pirelli International arttave a maturity of less than one year from the date of
their issue, the minimum denomination may need to be £100,000 guislent in any other currengy.

1. (@) Issuer [Pirelli International plc/Relli & C. S.p.Al]

(b) Guarantor [Pirelli Tyre S.p.A/Pirelli & C. S.p.AJ/Not
Applicable] (subject to Conditio2.3 (Release anc
Appointment of Guarantay)

2. (a) Series Number: [ A]
(b) Tranche Number: [ A]
(© Date on which the Notes will b [The Notes will be consolidated and form a sin

Series with [provide issue amount/ISIN/maturit
date/issue date of earlier Tranchesh [the Issue
Series: Date/exchange of the Temporary Global Note
interests in the PermanentdBhl Note, as referre:
to in paragraph 23 below, which is expected to oc
on or aboufdatd][Not Applicable]

consolicated and form a singl

3. Specified Currency or Currencies: [ A]
4, Aggregate Nominal Amount:
(a) Series: [ A]
(b) Tranche: [ A]
5. Issue Price: [ A] p er cgragdte Noroirial Ambuat [ph:

accrued interest froffinsert date] (if applicable)]
6. (a) Specified Denominations: [ A]

(N.B. Notes must have a minimum denominatiol
0100,000 (or equival en

(Note 7 where multiple denominations abo
[U100, 000] or equi val
following sample wording should be followed:

"[ G100, 000] and intQ@ar
excess thereof up to

Notes in definitive form will be issued with
denomination above [U01

(b) Calculation Amount: [ A]
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(If only one Specified Denomination, insert t
Specified Denomination. If more thaneoBpecified
Denomination, insert the highest common fact
Note: There must be a common factor in the cas
two or more Specified Denominations.)

7. (a) Issue Date: [ A]
(b) Interest Commencement Date [specify/Issue Date/Not Applicable]

(N.B. An Inerest Commencement Date will not
relevant for certain Notes, for example Zero Coug
Notes.)

8. Maturity Date: [Fixed rate- specify date/

Floating rate - Interest Payment Date falling in ¢
nearest tgspecify month and year]

9. Interest Basis: [ [ p&rcent. Fixed Rate]

[[specify Reference Ratet/- [ A] per ¢
Rate]

[Zero Coupon]
[specify other]
(further particulars specified below)

10. Redemption Basis: Subject to any purchase and cancellation or e
redemption, the Notes Wibe redeemed on th
Maturity Date at [100] per cent. of their nomin
amount

11. Change of Interest Basis: [ Specify the date when any fixed to floating r
change occurs or cross refer to paragraphs 14 ¢
15 below and identify thejilot Applicable]

12. Put/Call Options: [Investor Put]
[Change ofControl Put]
[Issuer Call]
[(further particulars specified below)]

13. Date Board approval for issuance [ A] and [A], respectiyv
Notes and Guarantee obtained:

(N.B. Only relevant where Board (or siar)
authorisation is required for the particular tranct
of Notes or related Guarantee)

PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14. Fixed Rate Note Provisions [Applicable/Not Applicable]

1 Note that for Renminbi denominated Fixed Rate Notes where theestPayment Dates are subject

to modification it will be necessary to use geeamd option here.
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@)

(b)

(©)

Rate(s) of Interest:

Interest Payment Date(s):

Fixed Coupon Amount(s):

(Applicable to Notes in definitive form.

(d)

Broken Amount(s):

(Applicable to Notes in definitive form.

(e) Day Count Fraction:
6] [Determination Date(s):
15. Floating Rate Note Provisions

(a) Specified  Period(s)/Specifie
Interest Payment Dates:

(b) Business Day Convention:

(c) Additional Business Centre(s)

(d)

(If not applicable, delete the remainir
subparagraphs dhis paragraph)

[ Al per cent. per anni
Interest Payment Date

[ A] in each year up t
Date

(Amend appropriately in the case of irregul
coupns)

[Interest Payment Date Adjustment [applies/does
applyll*

[ A] per Calculation Am

[Each Fixed Coupon Amount shall be calculated
multiplying the product of the Ratef énterest and
the Calculation Amount by the Day Count Fracti
and rounding the resultant figure to the neal
CNY0.01, CNY0.005 being rounded upwards.]

[ [ A] per Cal payabladnithe mterds
Payment Date falling [

[30/360] [Actual/Actual (ICMA)] [Actual/365
(Fixed¥]

[[A] in each year] [ Not

(Only relevant where Day Count Fraction
Actual/Actual (ICMA). In such a case, insert regul
interest payment dates, ignoring issue date
maturity date in the case of a long or short first
last coupon)

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[ A], [subject to adjhe:
Business Day Convention set out in (b) below/,
subject to any adjustment as the Business

Convention in (b) below is specified to be N
Applicable]

[Floating Rate Convention/Following Business D
Convention/Modifed Following Business Da
Convention/ Preceding Business D
Convention/[specify other]/[Not Applicable]]

[ A] [ Not Applicabl e]

Manner in which the Rate c [ScreenRate Determination/ISDA Determination]

Interest and Interest Amount

2 Applicable to Renminbi denominated Fixed Rate Notes.

2199363-11-v17.0
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(e)

®

)

(h)

@
(k)

2199363-11-v17.0

to be determined:

Party responsible fo
calculating the Rate of Intere:
and Interest Amount (if not th
Agent):

Screen Rate Determination:

1 Reference Rate and
Relevant Financial
Centre:

q Interest Determinatior
Date(s):

T Relevant Screen Page

ISDA Determination:

i Floating Rate Option:
i Designated Maturity:
1 Reset Date:
Margin(s):

Minimum Rate of Interest:
Maximum Rate of Interest:

Day Count Fraction:

[ A]

[ A] mont h [ L VspeChR / d&hdrf
Reference Rate].

[London/Brusselspecify other Relevant Financi
Centre]

[ A]

(Second business day prior to the start of e
Interest Period if LIBOR (other than Sterling
euro LIBOR), first day of eacinterest Period if
Sterling LIBOR and the second day on which
TARGET2 System is open prior to the start of e
Interest Period if EURIBOR or euro LIBOR)

[ A]
(In the case of EURIBOR, if not Reute
EURIBORO1 ensure it is a pa which shows ¢

composite rate or amend the fallback provisic
appropriately)

[ A]
[ A]
[ A]

(In the case of a LIBOR or EURIBOR based opti
the first day of the letrest Period)

[+ [A] per cent. per &
[ Al per cent. per annu
[ A] per cent. per annu
[Actual/Actual (ISDA)][Actual/Actual]

[Actual/365 (Fixed)]

[Actual/365 (Sterling)]

[Actual/360]

[30/360][360/360][Bond Basis]

[30E/360][Eurobond Basis]
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16. Zero Coupon Note Provisions
(a) Accrual Yield:
(b) Reference Price:
(c) Day Count Fraction in relatiol

to Early Redemption Amounts;

PROVISIONS RELATING TO R EDEMPTION

17. Notice periods for Condition 6.2
(Redemption for tax reasons

18. Issuer Call:

(@) Optional Redemption Date(s):

(b) Optional Redemption Amoun
and method, if any, o
calculation of such amount(s):

(0 If redeemable in part:
(@) Minimum Redemption
Amount:
(i) Maximum Redemption
Amount:

(d) Notice periods:

19. Make-Whole Issuer Call
(@) Redemption Margin:
(b) Reference Bond:

(c) Referance Dealers:

2199363-11-v17.0

[30E/360 (ISDA)]
(SeeCondition4 (Interest) for alternatives)
[Applicable/Not Applicable]

(If not applicalte, delete the remainin
subparagraphs of this paragraph)

[ Al per cent. per annu
[ A]

[30/360]

[Actual/360]

[Actual/365]

Minimum period: [ A] d
days

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[ A]

[[A] per Calculation A

[ A]

[ A]

Mini mum period: [ A] d
days

(N.B. When setting notice periods, the Issuer
advised to consider the practicalities of distributir
of information through intermediaries, for examp
clearing systems and custodiarss well as any
other notice requirements which may apply,
example, as between the Issuer and the Ager
Trustee)

[[A] per cent.]

[insert applicable reference bond]

[[AT]
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(d) If redeemable in part:

(i) Minimum Redemption [ A]
Amount:

(ii) Maximum Redemption [ A]
Amount:

20. Investor Put: [Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

(a) Optional Redemption Date(s): [ A]
(b) Optional Redemption Amount [ A] per Calcul ation Am

(NB: If the Optional Redemption Amount is ott
than a specified amount per Calculation Amount,
Notes will need to be Exempt Notes)

(c) Notice periods: Minimum per i od: [ A] days
days

(N.B. When setting notice periods, the Issuer
advised to consider the practicalities of distributir
of information through intermediaries, for examp
clearing systems and custodians, as well as
other notice requirements which may apply, 1
example, as between the Issuer and the Ager
Trustee)

21. Change ofControl Put: [Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

(a) Optional Redemptionount: [ A] per Calcul ation Am

(b) Notice periods: Mini mum period: [ Al d
days

(N.B. When setting notice periods, the Issuer
advised to consider the practicalities of distributir
of information through intermediaries, faxample,
clearing systems and custodians, as well as
other notice requirements which may apply,
example, as between the Issuer and the Ager

Trustee)
22. Final Redemption Amount: [ A] per Calculation Am
23. Early Redemption Amount payable ¢[ A] per Cal cul ation Am
redamption for tax reasons or on eve
of default:

GENERAL PROVISIONS APPLICABLE TO THE NOTES
24. Form of Notes:

(a) Form: [Temporary Global Note exchangeable for
Permanent Global Note which is exchangeable
Definitive Notes @ [ A ] notideday any time/in
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the limited circumstances specified in the Permar
Global Notef

[Temporary Global Note exchangeable 1
Definitive Nmmtcds on [ A

[Permanent Global Note exchangeable for Definit
Not es o nnotfcelal any tang/is the limitec
circumstances specified in the Permanent Glc
Note]

[Notes shall not be physically delivered in Belgiu
except to a clearing system, a depository or o
institution for the purpose of their immobilisation
accordace with article 4 of the Belgian Law of 1
December 2005.]

*(N.B. The exchange upon notice/at any time opti
should not be expressed to be applicable if
Specified Denomination of the Notes in paragrap
includes language substantially to the Ideling

effect: "[ul00, 000] a
[Ul, 000] i n excess t h
[G199,0007] ."
(b) New Global Note: [Yes][NO]]
25. Additional Financial Centre(s): [ Not Applicable] /[ A]

(Note that this paragraph relates to the place
paymeat and not InteresPeriod end dates to whic
subparagraphsl5(c)relateg

26. Talons for future Coupons to L [Yes, as the Notes have more than 27 cou
attached to Definitive Notes: payments, Talons may be required if, owcleange
into definitive form, more than 27 coupon payme

are still to be made/No]

27. CNY Currency Even{Only applicable [CNY llliquidity]
to CNY Notes):

[CNY Inconvertibility]
[CNY Non-Transferability]
[Not Applicable]

28. Party responsible for tailating the [[Insert name] (the "Alternate Settlement Rate
Alternate  Settlement Rate (Only Determination Agent")]
applicable to CNY Notes):

29. Relevant Currency{Only applicable to [U.S. ddlars/euro/Sterling/Not Applicable]
CNY Notes):

[THIRD PARTY INFORMATION
[[Relevant third party informatidrhas been extracted frorsgecify source The Issuer confirms that
such information has been accurately reproduced and that, so far as it is aware amdoisastrtain

from information published byspecify sourcg no facts have been omitted which would render the
reproduced information inaccurate or misleading.]
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Signed on behalf of [Pirelli International plc/Pire [Signed on behalf of Retli Tyre S.p.A.:
& C.S.pAl

By e B
Duly authorised Duly authorised /

Signed on behalf of Pirelli & C. S.p.A.:

By -

Duly authorisedl
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30.

31.

32.

2199363-11-v17.0

PART B OTHER INFORMATION

LISTING AND ADMISSION TO
TRADING

() Listing and Admission to trading

(i) Estimate of total expenses relat
to admission to trading

RATINGS

Ratings:

[Application has been made by the Issuer (or or
behalf) for the Notes to be admitted to trading
the Luxembourg Stock Excharge regulated
market and listing on the Official List of th
Luxembourg Stock Exchange with effect fro

[ Al . ]

[Application is expecté to be made by the Issui
(or on its behalf) for the Notes to be admitted
trading on the Luxembourg Stock Exchaisg
regulated market and listing on the Official List
the Luxembourg Stock Exchange with effect frc

[ Al . ]

[The [original Notes] are already admitted tc
trading on the Luxembourg Stock Exchasg
regulated market{insert in case of fungible issu
if the original Notes are already admitted
trading)

[Not Applicable.]
[ A]

[The Notes to be issued [[have been]/[are expe!
to be]] rated[insert details] by [insert the legal
name of the relevant credit rating agen
entity(ies) and associated defined ternjgjach of
such rating agencies] is estabed in the
European Union and is registered unt
Regulation (EC) No. 1060/2009 (as amended) |
"CRA Regulation"). As such [each of such ratin
agencies] is included in the list of credit ratin
agencies published by the EuropeZecurities anc
Markets  Authority on its website (e
www.esma.europa.eu/page/Lisgisteredand
certifiedCRAs) in accordance with suc
Regulation.]

(The above disclosurehsuld reflect the rating
allocated to Notes of the type being issued ur
the Programme generally or, where the issue
been specifically rated, that rating.)

INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Need to include a descripticof any interest, including a conflicting interest, that is materia
the issue/offer, detailing the persons involved and the nature of the interest. May be sati

the inclusion of the following statement

"Save for any fees of [insert as appiate] payable to the [Managers/Dealers], so far as
Issuer is aware, no person involved in the issue of the Notes has an interest material to t
The [Managers/Dealers] and their affiliates have engaged, and may in the future enc
investmeat banking and/or commercial banking transactions with, and may perform
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33.

34.

35.

36.

services for, the Issuer and the Guarantor and their affiliates in the ordinary course of bus
Amend as appropriate if there are other intefests

(When adding any othefescription, consideration should be given as to whether such m:
described constitute "significant new factors" and consequently trigger the need
supplement to the Base Prospectus under Article 16 of the Prospectus Diyective

[USE OF PROCEEDS
(i) Reasons for the offer: [ A]
(ii) Use of Proceeds: [ A1 1]

(Only required if the use of proceeds is differer
that stated in the Base Prospectus, including for
Eligible Green Projects)]

YIELD (Fixed Rate Notes only)
Indication of yield: [ A]

The yield specified above is as calculated at
Issue Date on the basis of the Issue Price. It it
an indication of future yield.

HISTORIC INTEREST RATES (Floating Rate Notes only

Details of historic [LIBOR/EURIBORIpecify other Referendratg rates can be obtained frc
[Reuters].

OPERATIONAL INFORMATION

(i) ISIN: [ A]

(ii) Common Code: [ A]

(iii) Any clearing system(s) othe [Not Applicable/givename(s) and number(s)]
than Euroclear Bank SA/NV an

Clearstream Banking, S.A. ar
the relevant identificatior

number(s):
(iv) Delivery: Delivery [against/free of] payment
(v) Names and addresses [ A]

additional Paying Agent(s) (if

(vi) Deemed delivery of clearini Any notice delivered to Noteholders through t
system notices for the purpos clearing systems will be deemed to have been g
of Condtion 12 (Notices): on the [second] [business] day after the day

which it was given to Euroclear and Clearstree
Luxembourg.

(vii) Intended to be éld in a manner [Yes. Note that the designation "yes" simply me:
which would allow Eurosysten that the Notes are intended upon issue to
eligibility: deposited with one of the ICSDs as comn

safekeeper and does not necessarily mean tha
Notes will be recognised as eligible collateral f
Eurosystem monetary policy and intra day cre
operations by the Eurosystem either upon issue 1
any or all times during their life. Such recogniti
will depend upon the ECB being satisfied tt
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37. DISTRIBUTION

@
(ii)

(iii)

(v)

v)

(vi)

(vii)

2199363-11-v17.0

Method of distribution:

If syndicated, names @
Managers:

Date of Subscriptior
Agreement:

Stabilisation  Manager(s) (i
any):

If nonsyndicated, name of
relevant Dealer:

U.S. Selling Restrictions:

Prohibition of Sales to EEZ/
Retail Investors:

Eurosystem egjibility criteria have been met.]/

[No. Whilst the designation is specified as "no"
the date of these Final Terms, should
Eurosystem eligibility criteria be amended in t
future such that the Notes are capable of mee
them the Notes may thdre deposited with one ¢
the ICSDs as common safekeeper. Note that
does not necessarily mean that the Notes will t
be recognised as eligible collateral for Eurosysi
monetary policy and intra day credit operations
the Eurosystem at any time thg their life. Such
recognition will depend upon the ECB beil
satisfied that Eurosystem eligibility criteria ha
been met.]]

[Syndicated/Norsyndicated]

[Not Applicabldgive rames]

[ A]

[Not Applicabldgive name]

[Not Applicabldgive name]

[Reg. S Compliance Category [1/2/3]; TEFF
D/TEFRA C/TEFRA not applicable]]

[Applicable /Not Applicable]

(If the offer of the Notes is concluded prior to
January 2018, or on and after that date the N
clearly do not consfiNb
Applicabled should be

Notes is concluded on or after 1 January 2018,
the Notes may const iandtl
no key information document will be prepare
AApplicabled should be
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FORM OF PRICIN G SUPPLEMENT IN RELA TION TO EXEMPT NOTES

Set out below is the form of Pricing Supplement which will be completed for each Tranche of Exempt
Notes issued under the Programme.

[PROHIBITION OF SALES TO EEA RETAIL INVESTORS i The Notes are not intendéd be
offered, sold omtherwise made available to asdould not be offered, sold or otherwise made available
to any retail investor in the European Economic Ard8EA"). For these purposes, a retail investor
means a person who is one (or more) (df:a retail client as defined in point (11) of Article 4(1) of
Directive 2014/65/EU"MIFID Il "); (ii) a customer within the meaning of Directive 2002/92/EC, where
that customer would not qualify as a professional client as definedrit ([i6i) of Article 4(1) of MiFID

II; or (iii) not a qualified investor as defined in Directive 2003/71/EC (as amendedPtbspectus
Directive"). Consequently no key information document required by Regulation (EU) No 128§tpe
"PRIIPs Regulation") for offering or selling the Notes or otherwise making them available to retail
investors in the EEA has been prepared and therefore offering or selling the Notes or otherwise making
them available toray retail investor in the EEA may be unlawful under the PRIIPs Regulation.]

[MIFID 1l Product Governance / target market i [appropriate target market legend to be inclufed

Solely for the purposes of each of ttahget mankeh uf act ur
assessment in respect of the Notes has led to the conclusion that: (i) the target market for the Notes is

eligible counterparties and professional clients onlghess defined in MiFID tland (i) all channels for

distribution of the Noteso eligible counterparties and professional clients are appropriate. Any person
subsequently offering, selling or recommending the Notes distributor ") should take into
consideration the manufacturerso6 tabedw®MFIlHisket asse
responsible for undertaking its own target market assessment in respect of the Notes (by either adopting

or refining t he manufacturersbod target mar ket asse
channeld.

NO PROSPECTUS IS REHORED IN ACCORDANCE WITH DIRECTIVE 2003/71/EC AS
AMENDED, FOR THE ISSUE OF THE NOTES DESCRIBED BELOW

[Date]

[Pirelli International
plc/Pirelli & C. S.p.A.]

Issue of [Aggregate Nominal Amount of Tranche]
[Title of Notes]

[Guaranteed by
[Pirelli Tyre S.p.A./Pirelli & C. S.p.Al]]

under the
U2, 000, BEud Medidrm Term Note Programme

PART AT CONTRACTUAL TERMS

Any person making or intending to make an offer of the Notes may only do so in circumstances in which
no obligation arises for the Issuer or any [Redb publish a prospectus pursuant to Article 3 of the
Prospectus Directive or to supplement a prospectus pursuant to Article 16 of the Prospectus Directive, in
each case, in relation to such offer.

This document constitutes the Pricing Supplement ofNihtes described herein. This document must be
read in conjunctionwith the Base Prospectus dated 10 Janu20¢8 [as supplemented by the
supplement[s] dateddfte[s]]] (the "Base Prospectuy. Full information on the Issuer [, theu&antor]

and the offer of the Notes is only available on the basis of the combination of this Pricing Supplement and
the Base Prospectus. Copies of the Base Prospectus may be obtainexatl thas${

Terms used herein shall be deemed to be defined asfsudhe purposes of the Conditions (the

"Conditions") set forth in the Base Prospectus [datibjnal datd which are incorporated by reference
in the Base Prospectus].
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(Include whichever of the following apply or specify' Bt Applcable’. Note that the numbering should
remain as set out below, even 'iNot Applicablé is indicated for individual paragraphs or
subparagraphs. Italics denote directions for completing the Pricing Supplg¢ment.

(If the Notesare issued by Pirelli Interrtéoonal andhave a maturity of less than one year from the date of
their issue, the minimum denomination may need to be £100,000 or its equivalent in any other.gurrency

1. (a) Issuer: [Pirelli International plc/Pirelli & C. S.p.Al]
(b) Guarantor: [Pirelli Tyre S.p.A/Pirelli & C. S.p.A./Not
Applicable]

(subject to Condition 2.3 (Release anc
Appointment of Guarantdy

2. () Series Number: [ A]
(b) Tranche Number: [ A]
(c) Date on which the Notes will b The Note will be consolidated and form a sing
consolidated and form a sing Series with[provide issue amount/ISIN/maturit
Series: date/issue date of earlier Tranches) [the Issue

Date/exchange of the Temporary Global Note
interests in the Permanent Global Note,
referred to in paragraph52below, which is
expected to occur on or about [date]][N

Applicable]

3. Specified Currency or Currencies: [ A]

4, Aggregate Nominal Amount:

(a) Series: [ A]
(b) Tranche: [ A]

5. Issue Price: [ A] per cent. of the
[plus accruedinterest from [insert date] (if
applicable)]

6. (a) Specified Denominations: [ A]

(N.B. Notes must have a minimum denomina
of U100,000 (or equiyvVv
(Note i where multiple denominations abo'
[U100, 000] or equi va
following sample wording should be followed:
"[G100, 000] and integ
excess thereof u9000.dNo
Notes in definitive form will be issued with
denomination above [0
(b) Calculation Amount: [ A]

(If only one Specified Denomination, insert t
Specified Denomination. If more than o
Specified Denomination, insert the highe
common factor. Note: There must be a comr
factor in the case of two or more Specifi
Denominations.)
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7. () Issue Date: [ A]
(b) Interest Commencement Date: [ specifylssue Date/Not Applicable]

(N.B. An Interest Commencement Date will not
relevant for certain Notes, for example Ze
Coupon Notes.)

8. Maturity Date: [Fixed ratei specify date/

Floating ratei Interest Payment Date falling in ¢
nearest tgspecify month and year]

9. Interest Basis: [[A] per cent. Fi xed

[[specify Referace Rate] +/- [ A] pe
Floating Rate]

[Zero Coupon]

[Index Linked Interest]

[Dual Currency Interest]

[ specify othdr

(further particulars specified below)
10. Redemption/Payment Basis: [Redemption at par]

[Index Linked Redemption]

[Dual Currency Redemption]

[Partly Paid]

[Instalment]

[ specify other]

11. Change of Interest Basis [ Specify details of any provision for change
Redemption/Payment Basis: Notes into another Interest Basis
Redemption/PaymeBiasis][Not Appicable]

-~

12.  Put/Call Options: [Investor Put]
[Change ofControl Put]
[Issuer Call]
[(further particulars specified below)]

13. Date Board approval for issuance of Noo[ A] and [A], respecti
and Guarantee obtained:

(N.B. Only relevant where Boa (or similar)
authorisation is required for the particula
tranche of Notes or related Guarantee)

3 Note that for Renminbi denominated Fixed Rate Notes where the Interest Payment Dates are subject
to modification it will be necessary to use the second option here.
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PROVISIONS RELATING TO INTEREST (IF ANY) PAYABLE

14.

15.

Fixed Rate Note Provisions

(a) Rate(s) of Interest:
(b) Interest Payment Date(s):
(c) Fixed Coupon Amount(s):

(Applicable to Notes in definitive form.)

(d) Broken Amount(s):

(Applicable to Notes in definitive form.)

(e) Day Count Fraction:
6] [Determination Date(s):
(9) Other terms relating to the methc

of calculating nterest for Fixed
Rate Notes which are Exem,

Notes:

Floating Rate Note Provisions

(@) Specified
Interest Payment Dates:

4

5

2199363-11-v17.0

Period(s)/Specifie

-54-

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subpaagraphs of this paragraph)

[ Al per cent. per ann
Interest Payment Date

[ A] in each year up t
Date

(Amend appropriately in the case of egular
coupons)

[Interest Payment Date Adjustment [applies/dt
not apply]f

[ A] per Calculation A
[Each Fixed Coupon Amount shall be calculal
by multiplying the product othe Rate of Interes
and the Calculation Amount by the Day Cot
Fraction and rounding the resultant figure to -
nearest CNY0.01, CNYO0.005 being round

upwards.

[ [ A] per Cauhtc payaalé ioro th
I nterest Payment Dat ¢
Applicable]

[30/360 / Actual/Actual (ICMA) / Actual/36t
(Fixed) / specify other]

[[A] in each year] [ No
(Only relexant where Day Count Fraction i
Actual/Actual (ICMA). In such a case, inse
regular interest payment dates, ignoring iss
date or maturity date in the case of a long
short first or last coupon)

[None/specifyother terms]

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)
[ A], [subject to adju

Business Day Convention set out in (b) belc
not subject to any adjustment as the Business
Convention in (b) below is specified to be N

Applicable to Renminbi denominaté&ixed Rate Notes only.

Applicable to Renminbi denominated Fixed Rate Notes.
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(b)

(©
(d)

(e)

®

()

(h)
@
0
(k)

2199363-11-v17.0

Business Day Convention

Additional Business Centre(s):

Manner in which the Rate c
Interest and Interest Amount is to k

determined:

Party responsible for calculating tt
Rate of Interest and Interest Amou

(if not the Agent):

Screen Rate Determination:

i Reference Rate and
Relevant Financial Centre:

i Interest Determinatior

Date(s):

i Relevant Screen Page:

ISDA Determination:

i Floating Rate Option:
i Designated Maturity:
bl Reset Date:
Margin(s):

Minimum Rate of Interest:
Maximum Rate of Interest:

Day Gount Fraction:

-55-

Applicable]

[Floating Rate Convention/Following Busine
Day Convention/Modified Following Busines
Day Convention/ Preceding Business D
Convention/[specify other]/[Not Applicable]]

[ A]
[Screen Rate Determination/ISD.

Determination/specifpther]

[ A]

[ A] mont h [ L VspeCfiR / dEhir
Reference Rate].

[London/Brusselspecify other Relevar
Financial Centre]

[ Al

(Second business day prior to the start of e
Interest Peiod if LIBOR (other than Sterling o
euro LIBOR), first day of each Interest Period
Sterling LIBOR and the second day on which
TARGET2 System is open prior to the start
each Interest Period if EURIBOR or euro LIBOI

[ A]
(In the case of EURIBOR, if not Reute
EURIBORO1 ensure it is a page which show.

composite rate or amend the fallback provisic
appropriately)

[ A]
[ A]
[ A]

(In the case of a LIBOR or EURIBOR bas
option, the first day of the Interest Period)

[+ [A] per cent. per
[ A] per cent. per ann
[ A] per cent. per ann
[Actual/Actual (ISDA)][Actual/Actual]

[Actual/365 (Fixed)]
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[Actual/365 (Sterling)]
[Actual/360]
[30/360][360/360][Bond Basis]
[30E/360][Eurobond Basis]
[30E/360 (ISDA)]
[Other]
(See Conditiod (Interest) for alternatives)
0] Fallback  provisions, roundini [ A]

provisions and any other tern

relating to the method of calculatir

interest on Floating Rate Note

which are Exempt Notes, i
different from those set out in th

Conditions:
16.  Zero Coupon Note Provisions [Applicable/Not Applicable]
(If not applicable, delete the remainir
subparagraphs of this paragraph)
(a) Accrual Yield: [ A] per cent. per ann
(b) Reference Price: [ A]

(©) Any other formula/basis o [ A]
determining amoun payable for
Zero Coupon Notes which ar
Exempt Notes:

(d) Day Count Fraction in relation t [30/360] [Actual/360]
Early Redemption Amounts:

[Actual/365]
17.  Index Linked Interest Note Provisions [Applicable/Not Applicable]

(If not applicable, delete the remaining
subparagraphs of this paragraph)

(@) Index/Formula: (give or annex details)
(b) Calculation Agent [ Adive name)
(c) Party responsible for calculating tr [ A ]

Rate of Interest (if not the
Calculation Agent) and Interes
Amount (if ot the Agent):

(d) Provisions for determining Coupo [ A(heed to include a description of mark
where calculation by reference  disruption or settlement disruption events a
Index and/or Formula is impossib adjustment provisns)
or impracticable:

(e) Specified Period(s)/Specifie [ A]
Interest Payment Dates:
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®

)
(h)
@)
0

Business Day Convention:

Additional Business Centre(s):

Minimum Rate of Interest:

Maximum Rate of Interest:

Day Count Fraction:

18.  Dual Currency Interest Note Provisions

@

(b)

(©

(d)

Rate of Exchange/method «
calculating Rate of Exchange:

Party, if any, responsible fa
calculating the principal and/c
interest due (if not thAgent):

Provisions applicable wher
calculation by reference to Rate
Exchange impossible o

impracticable:

Person at whas option Specified
Currency(ies) is/are payable:

PROVISIONS RELATING TO REDEMPTION

19. Notice

per i

periods for Condition 6.2
(Redemption for tax reasonsMinimum
od: [A] days Ma

20. Issuer Call:

@
(b)

®

()

2199363-11-v17.0

Optional Redemption Date(s):

Optional Redemption Amount an
method, if any, of calculation o

such amount(s):

If redeemable in part:

0] Minimum
Amount:

(i) Maximum
Amount:

Notice periods:

Redemption

Redemptior

-57-

[Floating Rate Convention/Following Busine
Day Convention/Modified Following Busines
Day Convention/ Preceding Business D

Conventiortspecify other]

[ A]

[ A] per cent. per ann
[ A] per cent. per ann
[ A]

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[give or annex details]

[ Al

[ A(heed to include a description of mark
disruption or settlement disruption events a
adjustment provisions)

[ Al

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[ A]

[[ 1T per Calculation Amount/specify othelsee
Appendix]

[ A]

[ A]

Mini mum period: [A] ¢

days

(N.B. When setting notice periods, the Issuel
advised to consider the acticalities of
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21. Make-Whole Issuer Cal

@
(b)
(©
(d)

Redemption Margin:
Reference Bond:
Reference Dealers:

If redeemable in part:

0] Minimum Redemption
Amount:

(i) Maximum Redemptior
Amount:

22. Investor Put:

@)
(b)

(©)

Optional Redemption Date(s):

Optional Redemption Amount an
[ [ Al per Ca l/specify

othersee method, if any,

0

calculation of Appendix] such

amount(s):

Notice periods:

23.  Change ofControlPut:

@
(b)

2199363-11-v17.0

Optional Redemption Amount:

Notice periods:

-58-

distribution of information througt
intermediaries, for example, clearing systems
custodians, as well as any other noti
requirements which may apply, for example,
between the Issuer and the Agent or Trustee)

[[A] per cent .]

[insert applicable reference bond]

[T AT]

[ A]
[ A]

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[ Al

Mini mum period: [A] «
days

(N.B. When setting notice periods, the Issuel
advised to consider the practicalities

distribution of information througt
intermediaries, for exaple, clearing systems an
custodians, as well as any other noti
requirements which may apply, for example,
between the Issuer and the Agent or Trustee)

[Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

[ A] per Calculation A

Mini mum period: [A] ¢
days

(N.B. When setting notice periods, the Issuel
advised to consider the practicalities f
distribution of information througt
intermediaries, for example, clearing systems
custodians, as well as any other noti
requirements which may apply, for example,
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24.  Final Redemption Amount;

25. Early Redemption Amount payable ¢
redemption for tax reasons or on event
default and/or the method of calculating t
same (if required or if different from that s
out in Condition 6.5 (Early Redemptior
Amount$.

between the Issuer and the Agent or Trustee)

[ [ A] alpuation Amountpecify othelsee
Appendix]

[ [ A] per C a | /spedifya bthdeer
Appendix]

GENERAL PROVISIONS APPLICABLE TO THE NOTES

26. Form of Notes:

(@) Form:

(b) [New Global Note:

27.  Additional Financial Centre(s):

28.  Talons for future Coupons to be attached
Definitive Notes:

29. CNY Currency Event(Only applicable to

[Temporary Global Note exchangeable for
Permanent Global Note which is exchangedbt
Definitive Nuootice/a ang time/[n
the limited circumstances specified in
Permanent Global Note]

[Temporary Global Note exchangeable 1
Definitive Nmwicggs on |

[Permanent Global Note exchangeable
Definitt ve Not e s'notice/at pnk limefih
the limited circumstances specified in
Permanent Global Note]

[Notes shall not be physically delivered

Belgium, except to a clearing system,
depository or other institution for the purpose
their immobilisation in accordance with article
of the Belgian Law of 14 December 207)5.

*(N.B. The exchange upon notice/at any ti
options should not be expressed to be applicab
the Specified Denomination of the Notes
paragraph 6 includes languagsubstantially to
t he foll owing effect
multiples of [ul, 000]
including [0U199, 000]

[Yes][No]]
[Not Applicable/additionafinancial centre(s)

(Note that this paragraph relates to the place
payment and not InteredPeriod end dates t
which subparagraphs 15(c) and 17(g) relate)

[Yes, as the Notes have more than 27 cou
paymens, Talons may be required if, c
exchange into definitive form, more than :
coupon payments are still to be made/No]

[CNY Illiquidity]

6 Include for Notes that are to be offered in Belgium.

2199363-11-v17.0 -59-
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CNY Notes): [CNY Inconvertibility]
[CNY Non-Transferability]
[specify CNY Currency Event]
[Not Applicable]

30. Alternate Settlement Rate (if different fro [Not Applicable/specify Alternate Settlemen
that set out in ConditioB.8 (CNY Currency Rate]
Even}) (Only applicable to CNY Notes):

31. Party responsible for calculatingthe [[Insert name] (the "Alternate Settlement Rate
Alternate Settlement RatgOnly applicable Determination Agent")]
to CNY Notes):

32.  Relevant CurrencyOnly applicable to CNY [U.S. dollars/eurtsterling/specify otherNot
Notes): Applicable]

33. Details relating to Partly Paid Notes: amot [Not Applicablgdetails relating to Partly Paid
of each payment comprising the Issue Pr Notes. N.B. A new form of Temporary Glot
and date on which each payment is to Note and/or Permanent Global Note may
made and consequences of failure to ¢ required for Partly Paid issues]
including any right of the Issuer to forfe
the

Notes and interest due on late payment.
34.  Detalils relating to Instalment Notes: [Applicable/Not Applicable]

(If not applicable, delete the remainir
subparagraphs of this paragraph)

(a) Instalment Amount(s): [ A]
(b) Instalment Date(s): [ A]
35.  Other final terms: [Not Applicabléother final terms]

[THIRD PARTY INFORMATION

[[Relevantthird party informatiofh has been extracted fronsgecify source The Issuer confirms that

such information has been accurately reproduced and that, so far as it is aware and is able to ascertain
from information published byspecify sourde no facts lave been omitted which would render the
reproduced information inaccurate or misleading.]
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Signed on behalf of [Pirelli International plc/Pire [Signed on behalf of Pirelli Tyre S.p.A.:
& C.S.pAl

BY B
Duly authorised Duly authorised /

Signed on behalf of Pirelli & C. S.p.A.:

B Y

Duly authorised)]
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36.

37.

38.

39.

40.

PART B OTHER INFORMATION

LISTING

Listing: [Application [has been made/ is expected to be made] fo
Notes to be listed orspecify marketi must not be a
regulated marketivithe f f ect from [ A]

RATINGS

Ratings: [The Notes to be issued [[have been]/[are expected to

rated[insert details] by [insert the legal name of the releva
credit rating agency entity(ies)]

(The above disclosure is only requirddthe ratings of the
Notes are different to those stated in the Base Prospectu

INTERESTS OF NATURAL AND LEGAL PERSONS INVOLVED IN THE ISSUE

[Save for any feesf [insert as appropriatg payable to the [Managers/Dealers], so far as
Issuer is awar, no person involved in the issue of the Notes has an interest material to th
The [Managers/Dealers] and their affiliates have engaged, and may in the future eng
investment banking and/or commercial banking transactions with, and may npestber
services for, the Issuer and the Guarantor and their affiliates in the ordinary course of bus
Amend as appropriate if there are other interpsts

[USE OF PROCEEDS
(i) Reasons for the offer: [ A]
(ii) Use of Proceeds: [ A1 1

(Only required if the use of proceeds is different to tl
stated in the Base Prospectus (including for Eligible Gr

Projects)
OPERATIONAL
INFORMATION
0] ISIN: [ A]
(ii) Common Code: [ A]

(iii) Any clearing system(s [Not Applicable/givename(s) and number(s)]
other than Euroclea
Bank SA/NV  and
Clearstream Banking
S.A. and the relevan

identification

number(s):
(iv) Delivery: Delivery [against/free of] payment
(v) Names and addresses [ A]

additional Paying

Agent(s) (if any):

(vi) Deemed deliery of Any notice delivered to Noteholders through the clear
clearing system notice systems will be deemed to have been given on the [sec
for the purposes o [business] day after the day on which it was given
Condition12 (Noticed:  Euroclear ad Clearstream, Luxembourg.
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[(vii)

Intended to be held in . [Yes. Note that the designation "yes" simply means that
manner which would Notes are intended upon issue to be deposited with one «
allow Eurosystem ICSDs as common safekasapand does not necessarily me

eligibility:

6. DISTRIBUTION

(i)
(ii)

(iii)

(iv)

(v)

(Vi)

2199363-11-v17.0

Method of distribution:

If syndicated, names ¢

Managers:

Stabilisation

Manager(s) (if any):

If non-syndicated, name

of relevant Dealer:

U.S.
Restrictions:

Additional
restrictions:

Selling

selling

that the Notes will be recognised as eligible collateral
Eurosystem monetary policy and intra day credit operat
by the Eurosystem either upon issue or at any or all ti
during their life. Such recognition will depd upon the ECE
being satisfied that Eurosystem eligibility criteria have b
met.]/

[No. Whilst the designation is specified as "no" at the dat
this Pricing Supplement, should the Eurosystem eligibi
criteria be amended in the future such tttee Notes are
capable of meeting them the Notes may then be depao
with one of the ICSDs as common safekeeper. Note that
does not necessarily mean that the Notes will then
recognised as eligible collateral for Eurosystem mone
policy and inta day credit operations by the Eurosysterr
any time during their life. Such recognition will depend ug
the ECB being satisfied that Eurosystem eligibility crite
have been met.]]

[Syndicated/Norsyndiated]

[Not Applicabldgive names]

[Not Applicablédgive name]

[Not Applicabldgive name]

Reg. S Compliance Category [1/2/3]; [TEFRA
D/TEFRA C/TEFRA not applicable]

[Not ApplicablgdAdditional  United States  sellini
restrictions]

(Additional selling restrictions are only likely to be releve
for certain structured Notes, such as commodibked
Notes)
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TERMS AND CONDITIONS OF THE NOTES

The following are the Terms and Conditions of the Notes which will be incorporated by reference into
each Global Note (as defined below) and each definitive Note, iiattke case only if permitted by the
relevant stock exchange or other relevant authority (if any) and agreed by the relevant Issuer and the
relevant Dealer at the time of issue but, if not so permitted and agreed, such definitive Note will have
endorsedtiereon or attached thereto such Terms and Conditions. The applicable Pricing Supplement in
relation to any Tranche of Exempt Notes may specify other terms and conditions which shall, to the extent
so specified or to the extent inconsistent with the foligWwiierms and Conditions, replace or modify the
following Terms and Conditions for the purpose of such Notes. The applicable Final Terms (which term
shall be deemed to include a reference to the applicable Pricing Supplement where relevant, as set out
below (or the relevant provisions thereof) will be endorsed upon, or attached to, each Global Note and
definitive Note. Reference should be made to "Form of Final Terms in relation to Notes other than
Exempt Notes" and "Form of Pricing Supplement in relatimExempt Notes" for a description of the
content of Final Terms and Pricing Supplements, respectively, which will specify which of such terms are
to apply in relation to the relevant Notes.

This Note is one of a Series (as defined below) of Notes issudRirbli International plc (Pirelli
International ™) or Pirelli & C. S.p.A. (Pirelli") (each an Issuer' and together, thelssuers’) as
specified in the applicable Final Terms (as definedweetw, in the case of Exempt Notes, the applicable
Pricing Supplement (as defined below) and constituted by a Trust Deed (such Trust Deed as modified
and/or supplemented and/or restated from time to time;Tthest Deed') dated 10 Janug 2018 made
betweenjnter alia, the Issuer and Deutsche Trustee Company Limited'{thestee", which expression

shall include any successor as Trustee).

Notes issued by Pirelli International will be guaranteed by either Pirelli oriFiselt S.p.A. (Pirelli

Tyre") as specified as the Guarantor in the applicable Final Terms (or, in the case of Exempt Notes, the
applicable Pricing Supplement) (in such capacity, tuarantor") subject to the provisns of
Condition 2.3 Release and Appointment of Guarapt@s the case may be.

Notes issued by Pirelli will be guaranteed by Pirelli Tyre if it is specified as a Guarantor in the applicable
Final Terms (or, in the case of Exempt Notes, the applicalida@iSupplement) (in such capacity, the
"Guarantor"), subject to the provisions of Condition 2Belease and Appointment of Guaraptdf no
Guarantor is specified in the applicable Final Terms (or, in the case of Exempt Notes, litebkepp
Pricing Supplement), the Notes will not have the benefit of a guargrteeaded that Pirelli Tyre shall
provide a Guarantee in respect of such Notes in the circumstances set out in Condition 2.3(b).

References herein to"&uaranteed Noté or to "Guaranteed Note$ shall be references to a Note or
Notes, respectively, that is or are for the time being guaranteed by Pirelli or Pirelli Tyre as set out above
and references to the Guarantor shall behtodntity which provides the Guarantee from time to time
pursuant to Condition 2. @Release and Appointment of Guarantor

In the case of Notes issued by Pirelli International, Pirelli International intends to specify:

(@) Pirelli Tyre as the Guarantor in tlagplicable Final Terms (or, in the case of Exempt Notes, the
applicable Pricing Supplement), if at the Issue Date of the first Tranche of the Notes of the
relevant Series the consolidated gross financial indebtedness of the Pirelli Tyre Group (as defined
in Condition 3.2(Interpretatior)) represented more than 20 per cent. of the consolidated gross
financial indebtedness of the Pirelli Group (as defined in Conditiofii®&pretation)) as at the
date of, and as calculated by reference to, the then ktesial or sersannual consolidated
financial statements of the Pirelli Tyre Group and the Pirelli Group, respectively; or

(b) Pirelli as the Guarantor in the applicable Final Terms (or, in the case of Exempt Notes, the
applicable Pricing Supplement), in anjet case.

In the case of Notes issued by Pirelli, Pirelli intends to specify Pirelli Tyre as the Guarantor in the
applicable Final Terms (or, in the case of Exempt Notes, the applicable Pricing Supplement) if at the
Issue Date of the first Tranche of theotls of the relevant Series the consolidated gross financial
indebtedness of the Pirelli Tyre Group (as defined in Conditiofl3t@rpretation) represented more than

20 per cent. of the consolidated gross financial indebtedness of the Pirelli Groefiirfad th Condition
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3.2) as at the date of, and as calculated by reference to, the then latest annuahnnsehtonsolidated
financial statements of the Pirelli Tyre Group and the Pirelli Group, respectively.

References herein to thblotes' shall be references to the Notes of this Series and shall mean:

(@) in relation to any Notes represented by a global Not&(abal Note"), units of each Specified
Denomination in the Specified Currency;

(b) any Global Note; and
(c) any defiitive Notes issued in exchange for a Global Note.

The Notes, the Receipts (as defined below) and the Coupons (as defined below) have the benefit of an
Agency Agreement (such Agency Agreement as amended and/or supplemented and/or restated from time
to time the"Agency Agreement) dated 10 Januar3018 and made betweednter alia, the Issuer, the
Trustee, Deutsche Bank AG, London Branch as issuing and principal paying agent and agent bank (the
"Agent", which expressio shall include any successor agent) and the other paying agents named therein
(together with the Agent, théPaying Agents, which expression shall include any additional or
successor paying agents).

The final terms for this Note (dhe relevant provisions thereof) are set out in Part A of the Final Terms
attached to or endorsed on this Note which supplement these Terms and Conditib@efttidons")

or, if this Note is a Note which is neither admitted to trgdim a regulated market in the European
Economic Area nor offered in the European Economic Area in circumstances where a prospectus is
required to be published under the Prospectus Directive' Egampt Note'), the final terms (or the
relevant provisions thereof) are set out in Part A of the Pricing Supplement attached to or endorsed on this
Note which supplement these Conditions and may specify other terms and conditions which shall, to the
extent so specified or to the extent incomsistwith the Conditions, replace or modify the Conditions for

the purposes of this Note. References to"tygplicable Final Terms' are, unless otherwise stated, to

Part A of the Final Terms (or the relevant provisions thg¢ratiached to or endorsed on this Note.
References to th&applicable Pricing Supplement in the case of Exempt Notes are, unless otherwise
stated, to Part A of the Pricing Supplement (or the relevant provisionsfihatached to or endorsed on

this Note. Any reference in the Conditions"@pplicable Final Terms' shall be deemed to include a
reference td'applicable Pricing Supplement where releant. The expressiotProspectus Directivé

means Directive 2003/71/EC (and amendments thereto, including by Directive 2010/73/EU and includes
any relevant implementing measure in the relevant Member State.

Interest bearing defitive Notes have interest couporf€éupons') and, in the case of Notes which,

when issued in definitive form, have more than 27 interest payments remaining, talons for further
Coupons (Talons") attached on issue. Any reégice herein to Coupons or coupons shall, unless the
context otherwise requires, be deemed to include a reference to Talons or talons. Exempt Notes in
definitive form which are repayable in instalments have receffRecgipts) for the paynent of the
instalments of principal (other than the final instalment) attached on issue. Global Notes do not have
Receipts, Coupons or Talons attached on issue.

The Trustee acts for the benefit of the holders for the time being of the Notésl¢tiedolders’, which
expression shall, in relation to any Notes represented by a Global Note, be construed as provided below),
the holders of the Receipts (th&Receiptholders) and the holders of the Coupons (the
"Couponholders', which expression shall, unless the context otherwise requires, include the holders of
the Talons), in accordance with the provisions of the Trust Deed.

As used herein;Tranche" means Notes which are identidalall respects (including as to listing and
admission to trading) andSeries means a Tranche of Notes together with any further Tranche or
Tranches of Notes which (a) are expressed to be consolidated and form a single series andh®) have
same terms and conditions or terms and conditions which are the same in all respects save for the amount
and date of the first payment of interest thereon and the date from which interest starts to accrue.

Copies of the Trust Deed and the Agency Agreet are available for inspection during normal business
hours at the principal office for the time being of the Trustee being at the date of the Base Prospectus, at
Winchester House, 1 Great Winchester Street, EC2N 2DB, London, United Kingdom, anspegcified

office of each of the Paying Agents. If the Notes are to be admitted to trading on the regulated market of
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the Luxembourg Stock Exchange the applicable Final Terms will be published on the website of the
Luxembourg Stock Exchangenyw.bourse.lu If this Note is an Exempt Note, the applicable Pricing
Supplement will only be obtainable by a Noteholder holding one or more Notes and such Noteholder
must produce evidence satisfactory to the Issuer, the Trustee and the relevant Paying Agent as to its
holding of such Notes and identity. The Noteholders, the Receiptholders and the Couponholders are
deemed to have notice of, and are entitled to the benefit of, all the provisions of the Trust Deed, the
Agency Agreement and the applicable Final Terms whiehagplicable to them. The statements in the
Conditions include summaries of, and are subject to, the detailed provisions of the Trust Deed and the
Agency Agreement.

Words and expressions defined in the Trust Deed, the Agency Agreement or used in tablagpinal

Terms shall have the same meanings where used in the Conditions unless the context otherwise requires
or unless otherwise stated amavided that, in the event of inconsistency between the Trust Deed and

the Agency Agreement, the Trust Deedl wrevail and, in the event of inconsistency between the Trust
Deed or the Agency Agreement and the applicable Final Terms, the applicable Final Terms will prevail.

In the Conditions:

i "euro" means the currency introduced at the start of hivel stage of European economic and
monetary union pursuant to the Treaty on the Functioning of the European Union, as amended;

i "Renminbi" and"CNY" mean the lawful currency of the People's Republic of Chind' RREL")
which, for the purposes of these Terms and Conditions, excludes the Hong Kong Special
Administrative Region of the People's Republic of China, the Macau Special Administrative
Region of the People's Republic of China and Taiwan;

i "Sterling" means the currency of the United Kingdom;

1 "CNY Notes' means the Notes denominated in Renminbi; and

i "US dollars’ means the currency of the United States of America.
1. FORM, DENOMINATION AND TITLE

The Notes are in beer form and, in the case of definitive Notes, serially numbered, in the
currency (theé'Specified Currency') and the denominations (th&pecified Denomination(s))
specified in the applicable mal Terms. Notes of one Specified Denomination may not be
exchanged for Notes of another Specified Denomination.

Unless this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note or
a Zero Coupon Note, or a combination of anyhef foregoing, depending upon the Interest Basis
shown in the applicable Final Terms.

If this Note is an Exempt Note, this Note may be a Fixed Rate Note, a Floating Rate Note, a Zero
Coupon Note, an Index Linked Interest Note, a Dual Currency InterestoNateombination of

any of the foregoing, depending upon the Interest Basis shown in the applicable Pricing
Supplement.

If this Note is an Exempt Note, this Note may also be an Index Linked Redemption Note, an
Instalment Note, a Dual Currency Redemptiastéyl a Partly Paid Note or a combination of any

of the foregoing, depending upon the Redemption/Payment Basis shown in the applicable Pricing
Supplement.

Definitive Notes are issued with Coupons attached, unless they are Zero Coupon Notes in which
case refrences to Coupons and Couponholders in the Conditions are not applicable.

Subject as set out below, title to the Notes, Receipts and Coupons will pass by delivery. The

Issuer, the Guarantor (if the Notes are Guaranteed Notes), the Paying Agents andtde Wil

(except as otherwise required by law) deem and treat the bearer of any Note, Receipt or Coupon
as the absolute owner thereof (whether or not overdue and notwithstanding any notice of

ownership or writing thereon or notice of any previous lostheft thereof) for all purposes but,
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21

2.2

2.3

in the case of any Global Note, without prejudice to the provisions set out in the next succeeding
paragraph.

For so long as any of the Notes is represented by a Global Note held on behalf of Euroclear Bank
SA/NV ("Euroclear') and/or Clearstream Banking, S.AC(earstream, Luxembourd'), each

person (other than Euroclear or Clearstream, Luxembourg) who is for the time being shown in
the records of Euroclear or of Cleaestm, Luxembourg as the holder of a particular nominal
amount of such Notes (in which regard any certificate or other document issued by Euroclear or
Clearstream, Luxembourg as to the nominal amount of such Notes standing to the account of any
person shalbe conclusive and binding for all purposes save in the case of manifest error) shall
be treated by the Issuer, the Guarantor (if the Notes are Guaranteed Notes), the Paying Agents
and the Trustee as the holder of such nominal amount of such Notesgduarpalses other than

with respect to the payment of principal or interest on such nominal amount of such Notes, for
which purpose the bearer of the relevant Global Note shall be treated by the Issuer, the Guarantor
(if the Notes are Guaranteed Notes), amyiRg Agent and the Trustee as the holder of such
nominal amount of such Notes in accordance with and subject to the terms of the relevant Global
Note and the expressiofisloteholder' and"holder of Note$ and rehted expressions shall be
construed accordingly. In determining whether a particular person is entitled to a particular
nominal amount of Notes as aforesaid, the Trustee may rely on such evidence and/or information
and/or certification as it shall, in isbsolute discretion, think fit and, if it does so rely, such
evidence and/or information and/or certification shall, in the absence of manifest error, be
conclusive and binding on all concerned.

Notes which are represented by a Global Note will be traadsiferonly in accordance with the

rules and procedures for the time being of Euroclear and Clearstream, Luxembourg, as the case
may be. References to Euroclear and/or Clearstream, Luxembourg shall, whenever the context so
permits, be deemed to include aereice to any additional or alternative clearing system
specified in Part B of the applicable Final Terms.

STATUS OF THE NOTES AND THE GUARANTEE
Status of the Notes

The Notes and any relative Receipts and Coupons are direct, unconditional, unsubordiohated a
(subject to the provisions of Condition Rggative Pledgg¥ unsecured obligations of the Issuer
and rankpari passuamong themselves and (save for certain obligations required to be preferred
by law) equally with all other unsecured obligations (othan subordinated obligations, if any)

of the Issuer, from time to time outstanding.

Status of the Guarantee

If the Notes are Guaranteed Notes, the payment of principal and interest in respect of the Notes
and all other moneys payable by the Issuer urmdepursuant to the Trust Deed has been
unconditionally and irrevocably guaranteed by the Guarantor (subject to ConditidRekeage

and Appointment of Guaranfprbelow) (the "Guarantee', which term shall include any
Guarantee providednder Condition 2.3Release and Appointment of Guarantbelow) in the

Trust Deed. The obligations of the Guarantor under its Guarantee are direct, unconditional
(subject to the provisions of Condition 2.Release and Appointment of Guaranor
unsuboréhated and (subject to the provisions of ConditionN&dative Pledg®) unsecured
obligations of the Guarantor and (save for certain obligations required to be preferred by law)
rank equally with all other unsecured obligations (other than subordinaigdtmins, if any) of

the Guarantor from time to time outstanding.

Release and Appointment of Guarantor

(a) The following Condition 2.3(a) shall apply to Notes issued by Pirelli in respect of which
Pirelli Tyre is specified as the Guarantor in the applicabialH erms:

0] Subject to Condition 2.3(a)(iii)(Chelow; Pirelli Tyre shall be automatically
released from its obligations under its Guarantee upon delivery of a notice in
writing to the Trustee signed by an authorised signatory of the Issuer and an
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(i)

(iii)

authori®d signatory of Pirelli Tyreattaching each of the following documents,

and the Issuer may request that the Trustee acknowledge receipt of such notice
pursuant to this Condition 2.3(a)(i) and the Trustee shall grant such request
within five Business Day®f the request being received if the Trustee has
received such notice and each of the following documents:

(A) a certificate, in or substantially in the form set out in the Trust Deed,
signed by an authorised signatory of the Issuer, confirming that the
consoidated gross financial indebtedness of the Pirelli Tyre Group (as
defined in Condition 3.ZInterpretatior)) represented not more than 20
per cent. of the consolidated gross financial indebtedness of the Pirelli
Group (as defined in Condition 3(Iterpretation)) as at the date of,
and as calculated by reference to, the then latest annual caseudl
consolidated financial statements of the Pirelli Tyre Group and the
Pirelli Group, respectively;

(B) a certificate, in or substantially in the form set outhe Trust Deed,
signed by an authorised signatory of the Issuer, confirming that no
Event of Default has occurred and is continuing or would result from
the release of Pirelli Tyre from its obligations under its Guarantee; and

©) a certificate, in or substdatly in the form set out in the Trust Deed,
signed by an authorised signatory of the Issuer and by an authorised
signatory of Pirelli Tyre, confirming that no amount owed by Pirelli
Tyre under its Guarantee is due and unpaid.

Upon receipt by the Trusted such notice and documents, Pirelli Tyre shall be
automatically, immediately and effectively released from its obligations under
its Guarantee.

If Pirelli Tyre is at any time released from its obligations under its Guarantee
pursuant to Condition 2.3(a)(ebove, the Issuer shall thereafter (unless and
until the occurrence of a Pirelli déger (as defined in Condition.3) be
required, subject to Condition 2.3(a)(iii) below, within 20 days of the date of
publication of each of (i) the Pirelli Group's anhuwsudited consolidated
financial statements, as approved by a meeting of its shareholders and (ii) the
Pirelli Group's semannual unaudited consolidated financial statements, as
approved by Pirelli and reviewed by its auditors, to deliver to the Trustee a
certificate (a'Compliance Certificate') substantially in the form set out in the
Trust Deed and upon which the Trustee may rely absolutely and without further
enquiry, signed by an authorised signatory of the Issuer atidgsthat the
consolidated gross financial indebtedness of the Pirelli Tyre Group represented
not more than 20 per cent. of the consolidated gross financial indebtedness of
the Pirelli Group as at the date of, and as calculated by reference to, the then
latest annual or serginnual consolidated financial statements of the Pirelli Tyre
Group and of the Pirelli Group, respectively.

If the Issuer is unable to make the statement required by and set out in Condition
2.3(a)(ii) above in the Compliance Certificatén respect of the accounting
period to which its then latest annual or semnual consolidated financial
statements relate, or if the Issuer otherwise fails to deliver the Compliance
Certificate to the Trustee in accordance with Condition 2.3(a3fig\e in
respect of any such accounting period:

(A) the payment of principal and interest in respect of the Notes and all
other moneys payable by the Issuer under or pursuant to the Trust Deed
shall immediately be unconditionally and irrevocably guaranteed again
by Pirelli Tyre, on the terms set out in the Trust Deed;

(B) the Issuer shall be released from its obligations under Condition
2.3(a)(ii)above and
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(v)

© Pirelli Tyre may not at any time thereafter be released from its
obligations as Guarantor pursuant to the meishanset out in
Condition 2.3(a)(i) above.

Notice of any release or-appointment of Pirelli Tyre as Guarantor pursuant to
this Condition 2.3(a) will be given by the Issuer to the Noteholders in
accordance with Condition JRotice3.

The following Conditon 2.3(b) shall apply to Notes issued by Pirelli in respect of which
no Guarantor is specified in the applicable Final Terms:

@

(ii)

(iii)

The Issuer shall (unless and until the occurrence of a Pirelliéviéag defined

in Condition 83)) be required, subject to Cotidn 2.3(b)(ii) below, within 20

days of the date of publication of each of (i) the Pirelli Group's annual audited
consolidated financial statements, as approved by a meeting of its shareholders
and (ii) the Pirelli Group's serasinnual unaudited consoligat financial
statements, as approved by Pirelli and reviewed by its auditors, to deliver to the
Trustee a Compliance Certificate substantially in the form set out in the Trust
Deed and upon which the Trustee may rely absolutely and without further
enquiry, signed by an authorised signatory of the Issuer and stating that the
consolidated gross financial indebtedness of the Pirelli Tyre Group represented
not more than 20 per cent. of the consolidated gross financial indebtedness of
the Pirelli Group as at theéate of, and as calculated by reference to, the then
latest annual or serginnual consolidated financial statements of the Pirelli Tyre
Group and of the Pirelli Group, respectively.

If the Issuer is unable to make the statement required by and seiCGuartdition
2.3(b)(i) abovein the Compliance Certificate in respect of the accounting period
to which its then latest annual or seamnual consolidated financial statements
relate, or if the Issuer otherwise fails to deliver the Compliance Certificabe to t
Trustee in accordance with Condition 2.3(bHbovein respect of any such
accounting period:

(A) the payment of principal and interest in respect of the Notes and all
other moneys payable by the Issuer under or pursuant to the Trust Deed
shall immediatelybe unconditionally and irrevocably guaranteed by
Pirelli Tyre, on the terms set out in the Trust Deed;

(B) the Issuer shall be released from its obligations under Condition 2.3(b)(i)
above and

© Pirelli Tyre may not at any time thereafter be released from its
obligations as Guarantor pursuant to this Condition 2.3(b).

Notice of any appointment of Pirelli Tyre as Guarantor pursuant to this
Condition 2.3(b) will be given by the Issuer to the Noteholders in accordance
with Condition 12(Notices.

The following Conlition 2.3(c) shall apply to Notes issued by Pirelli International in
respect of which Pirelli Tyre is specified as the Guarantor in the applicable Final Terms:

@

Subject to Condition 2.3(c)(ivpbelow, Pirelli Tyre shall be automatically
released from its digations under its Guarantee upon delivery of a notice in
writing to the Trustee signed by an authorised signatory of the Issuer and an
authorised signatory of Pirelli Tyre attaching each of the following documents,
and the Issuer may request that thestea acknowledge receipt of such notice
pursuant to this Condition 2.3(c)(i) and the Trustee spaht such request
within five Business Days of the request being received if the Trustee has
received such notice and each of the following documents:

(A) a cetificate, in or substantially in the form set out in the Trust Deed,
signed by an authorised signatory of the Issuer, confirming that the
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(i)

(iii)

(iv)

consolidated gross financial indebtedness of the Pirelli Tyre Group (as
defined in Condition 3.ZInterpretatior)) represented not more than 20
per cent. of the consolidated gross financial indebtedness of the Pirelli
Group (as defined in Condition 3(thterpretatior)) as at the date of,
and as calculated by reference to, the then latest annual caseudl
consolidagd financial statements of the Pirelli Tyre Group and the
Pirelli Group, respectively;

(B) a certificate, in or substantially in the form set out in the Trust Deed,
signed by an authorised signatory of the Issuer, confirming that no
Event of Default has occwd and is continuing or would result from
the release of Pirelli Tyre from its obligations under its Guarantee or the
provision by Pirelli Tyre of its Guarantee as referred to below; and

©) a certificate, in or substantially in the form set out in the Truestd)
signed by an authorised signatory of the Issuer and by an authorised
signatory of Pirelli Tyre, confirming that no amount owed by Pirelli
Tyre under its Guarantee is due and unpaid.

Upon receipt by the Trustee of such notice and documents, Piredlisiyall be
automatically, immediately and effectively released from its obligations under
its Guarantee.

Upon release of Pirelli Tyre from its obligations under its Guarantee under
Condition 2.3(c)(i) above the payment of principal and interest in respéut

Notes and all other moneys payable by the Issuer under or pursuant to the Trust
Deed shall immediately be unconditionally and irrevocably guaranteed by Pirelli,
on the terms set out in the Trust Deed;

If at any time Pirelli Tyre is released from wéligations under its Guarantee
and Pirelli provides its Guarantee pursuant to Conditions 2.3(c)(i) and 2.3(c)(ii)
above, the Issuer shall thereafter (unless and until the occurrence of a Pirelli
Merger (as defined in Condition3) be required, subjetd Condition 2.3(c)(iv)
below, within 20 days of the date of publication of each of (i) the Pirelli Group's
annual audited consolidated financial statements, as approved by a meeting of
its shareholders and (ii) the Pirelli Group's samnual unaudited eolidated
financial statements, as approved by Pirelli and reviewed by its auditors, to
deliver to the Trustee a Compliance Certificate substantially in the form set out
in the Trust Deed and upon which the Trustee may rely absolutely and without
further enquiry, signed by an authorised signatory of the Issuer and stating that
the consolidated gross financial indebtedness of the Pirelli Tyre Group
represented not more than 20 per cent. of the consolidated gross financial
indebtedness of the Pirelli Group at the date of, and as calculated by reference
to, the then latest annual or seamnual consolidated financial statements of the
Pirelli Tyre Group and of the Pirelli Group, respectively.

If the Issuer is unable to make the statement required by andtsatCondition
2.3(c)(iii) abovein the Compliance Certificate in respect of the accounting
period to which its then latest annual or semnual consolidated financial
statements relate, or if the Issuer otherwise fails to deliver the Compliance
Certificate to the Trustee in accordance with Condition 2.3(c)élipve in
respect of any such accounting period:

(A) the payment of principal and interest in respect of the Notes and all
other moneys payable by the Issuer under or pursuant to the Trust Deed
shallimmediately be unconditionally and irrevocably guaranteed again
by Pirelli Tyre, on the terms set out in the Trust Deed;

(B) Pirelli shall be automatically, immediately and effectively released from
its obligations under its Guarantee;
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©) the Issuer shall be edsed from its obligations under Condition
2.3(c)(iii) above and

(D) Pirelli Tyre may not at any time thereafter be released from its
obligations as Guarantor pursuant to the mechanism set out in
Condition 2.3(c)(i) above.

(V) Notice of any release or-appointnent of Pirelli Tyre as Guarantor, and any
appointment or release of Pirelli as Guarantor, pursuant to this Condition 2.3(c)
will be given by the Issuer to the Noteholders in accordance with Condition 12
(Notices.

(d) The following Condition 2.3(d) shall applp Notes issued by Pirelli International in
respect of which Pirelli is specified as the Guarantor in the applicable Final Terms:

0] The Issuer shall (unless and until the occurrence of a Pireligét (as defined
in Condition 83)) be required, subject ©ondition 2.3(d)(ii) below, within 20
days of the date of publication of each of (i) the Pirelli Group's annual audited
consolidated financial statements, as approved by a meeting of its shareholders
and (ii) the Pirelli Group's sersinnual unaudited conlgdated financial
statements, as approved by Pirelli and reviewed by its auditors, to deliver to the
Trustee a Compliance Certificate substantially in the form set out in the Trust
Deed and upon which the Trustee may rely absolutely and without further
enquiry, signed by an authorised signatory of the Issuer and stating that the
consolidated gross financial indebtedness of the Pirelli Tyre Group represented
not more than 20 per cent. of the consolidated gross financial indebtedness of
the Pirelli Group astathe date of, and as calculated by reference to, the then
latest annual or serginnual consolidated financial statements of the Pirelli Tyre
Group and of the Pirelli Group, respectively.

(i) If the Issuer is unable to make the statement required by andt $etGandition
2.3(d)(i) abovein the Compliance Certificate in respect of the accounting period
to which its then latest annual or seamnual consolidated financial statements
relate, or if the Issuer otherwise fails to deliver the Compliance Certificate
Trustee in accordance with Condition 2.3(dgBovein respect of any such
accounting period:

(A) the payment of principal and interest in respect of the Notes and all
other moneys payable by the Issuer under or pursuant to the Trust Deed
shall immedately be unconditionally and irrevocably guaranteed by
Pirelli Tyre, on the terms set out in the Trust Deed,;

(B) Pirelli shall be automatically, immediately and effectively released from
its obligations under its Guarantee;

© the Issuer shall be released fromabligations under Condition 2.3(d)(i)
above and

(D) Pirelli Tyre may not at any time thereafter be released from its
obligations as Guarantor pursuant to this Condition 2.3(d).

(iii) Notice of any release of Pirelli as Guarantor, and any appointment of Pirelli
Tyre as Guarantor, pursuant to this Condition 2.3(d) will be given by the Issuer
to the Noteholders in accordance with Conditior(M@tices.

3. NEGATIVE PLEDGES
3.1 Negative Pledges

So long as any Note or Coupon remains outstanding (as defined in the Trustriaéedy, the
Issuer nor the Guarantor(s) (if the Notes are Guaranteed Notes) will, and each of the Issuer and
the Guarantor(s) (if the Notes are Guaranteed Notes) shall procure that none of its Material

2199363-11-v17.0 -71- 47-40668638



Subsidiaries will, create or permit to subsist angusiéy Interest (other than a Permitted Security
Interest) upon the whole or any part of its present or future business, undertakings, assets or
revenues (including any uncalled capital) to secure Relevant Indebtedness (other than any
Relevant Indebtednessved by any member of the Pirelli Group to another member of the Pirelli
Group), without:

(i)

(ii)

at the same time or prior thereto securing the obligations of the Issuer under the Notes,
the Coupons and the Trust Deed or, as the case may be, the oblightiem&uarantor

(if the Notes are Guaranteed Notes) under its Guarantee (if, in respect of Pirelli Tyre

only, any such obligations exist at such time), equally and rateably therewith to the

reasonable satisfaction of the Trustee; or

providing such dter security, guarantee, indemnity or other arrangement for the
obligations of the Issuer under the Notes, the Coupons and the Trust Deed or, as the case
may be, the obligations of the Guarantor (if the Notes are Guaranteed Notes) under its
Guarantee (ifin respect of Pirelli Tyre only, any such obligations exist at such time), as
the Trustee may in its absolute discretion consider to be not materially less beneficial to
the interests of the Noteholders.

3.2 Interpretation

For the purposes of these Conditions:

@

2199363-11-v17.0

"Material Subsidiary” means at any time a Subsidiary of the Issuer or the Guarantor (if
the Notes are Guaranteed Notes) whose total assets or total revenues (in each case,
consolidated in the case of a Subsidiary which itsa$f 8ubsidiaries) equals or exceeds

10 per cent. of the consolidated total assets or consolidated total revenues of the Pirelli
Group, as calculated by reference to the then latest audited annual financial statements
(consolidated in the case of a Subsigiarhich itself has Subsidiaries) of such
Subsidiary and the then latest audited annual consolidated financial statements of the
Pirelli Group. For this purpose:

() the total revenues and total assets of a Subsidiary will be determined from its
then latest auted annual financial statements (consolidated in the case of a
Subsidiary which itself has Subsidiaries) and, if applicable, upon which the then
latest audited annual consolidated financial statements of the Pirelli Group have
been based;

(i) if a Subsidiarybecomes a member of the Pirelli Group after the date on which
the then latest audited annual consolidated financial statements of the Pirelli
Group have been prepared, the total revenues and total assets of that Subsidiary
will be determined from its latesudited financial statements (consolidated in
the case of a Subsidiary which itself has Subsidiaries); and

(iii) the consolidated total revenues and the consolidated total assets of the Pirelli
Group will be determined from its then latest audited annual tdated
financial statements adjusted (where appropriate) to reflect the total revenues or
total assets of any company or business subsequently acquired or disposed of,

and so that any Person in respect of which any Material Subsidiary is a Subsidiary shal
also be a Material Subsidiary.

Notwithstanding the above, any Subsidiary of the Issuer or the Guarantor (if the Notes
are Guaranteed Notes) to which the Issuer, the Guarantor (if the Notes are Guaranteed
Notes) or a Material Subsidiary disposes of alkobstantially all of its assets will be
treated as a Material Subsidiary, but only until it is demonstrated (by reference to the
accounts of that Subsidiary referred toGonditions 3.2(a)(i) and 3.2@@) above and

the audited consolidated financiahtgments of the Pirelli Group referred to in paragraph
Conditions 3.2(a)(iii)above for a period ended after that transfer) not to be a Material
Subsidiary according to the tests set out above.
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A report by an authorised signatory of the Issuer, addresstx fTrustee, that in their
opinion a Subsidiary is or is not or was or was not at any particular time or throughout
any specified period a Material Subsidiary, may be relied upon by the Trustee without
further enquiry or evidence and, if relied upon hg Trustee, shall, in the absence of
manifest or proven error, be conclusive and binding on all parties;

"Pirelli Group " means Pirelli and its Subsidiaries from time to time;

"Permitted Security Interest' means:

@

(ii)

(iii)
(iv)

V)
(vi)

(vii)

(viii)

any Security Interest the creation of which has been approved by an
Extraordinary Resolution (as defined in the Trust Deed) of the Noteholders; or

any Security Interest existing at the Issue Date of the first Tranche of the Notes
of the releant Series, including any extension, renewal or replacement (or
successive extensions, renewals or replacements), as a whole or in part, of any
Security Interest referred to in thiSondition 3.2(c)(ii) or of any Relevant
Indebtedness secured thereby;vinted that the principal amount of Relevant
Indebtedness secured thereby shall not exceed the principal amount of Relevant
Indebtedness originally so secured, and that such extension, renewal or
replacement Security Interest shall be limited to all or pagt of the same
property or shares of stock that secured the Relevant Indebtedness extended,
renewed or replaced (plus improvements on such property), or property received
or shares of stock issued in substitution or exchange therefor; or

any Security Irgrest arising pursuant to any mandatory provision of jaw

any Security Interest created by any entity upon the whole or any part of its
undertaking or assets and subsisting at the time such entity (A) merges or
consolidates with or is demerged, cdmtited or merged into or transferred to
the Issuer, the Guarantor (if the Notes are Guaranteed Notes) or any Material
Subsidiary, (B) becomes a Material Subsidiary or (C) sells, contributes or
transfers all or substantially all of its assets to the IssberGuarantor (if the
Notes are Guaranteed Notes) or any Material Subsidimoyided that such
Security Interest was not created in connection with, or in contemplation of,
such merger, consolidation, demerger, contribution, transfer or sale or such
entity becoming a Material Subsidiary aptbvided further that the amount of
Relevant Indebtedness secured by such Security Interest is not subsequently
increased,; or

any Security Interest securing Project Finance Relevant Indebtedness; or

any Security Interst created after the date of issuance of the Notes on any asset
acquired by the person creating the Security Interest and securing only Relevant
Indebtedness incurred for the sole purpose of financing -inaecing that
acquisition, provided thiahe pricipal amount of sucmidebtedness so secured
does not exceed the original amount of Relevant Indebtedness incurred and is
limited to the overall cost of that acquisition; or

any Security Interest created after the date of issuance of the Notes on &ny asse
improved, constructed, altered or repaired and securing only Relevant
Indebtedness incurred for the sole purpose of financing finarcing such
improvement, construction, alteration or repair, provided that the principal
amount of such Relevant Indeliness so secured does not exceed the original
amount of Relevant Indebtedness incurred and is limited to the overall cost of
that improvement, construction, alteration or repair; or

any Security Interest which is created in connection with, or pursuara to
limited-recourse financing, factoring, securitisation, atsetked commercial
paper programme or other like arrangement where the paywbégations in
respect of thenidebtedness secured by the relevant Security Interest are to be
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(e)
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(h)
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discharged solelyrom the revenues generated by the assets over which such
Security Interest is created (including, without limitation, receivables); or

(ix) any Security Interest created or outstanding on Relevant Indebtedness in
connection with convertible or exchangeablend® or notes where the
encumbrance created is over the assets into which the convertible or
exchangeable bonds or notes may be converted or exchanged (as the case may
be) and secures only the obligation of the relevant issuer or guarantor of the
bonds or ntes to effect the conversion or exchange (as the case may be) of the
bonds or notes into such assets; or

"Persori’ means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency sthte or other entity, whether or not having
separate legal personality;

"Pirelli Tyre Group " means Pirelli Tyre and its Subsidiaries from time to time;

"Project Finance Relevant Indebtedness means any present or future Relevant
Indebtedness incurred in financing or refinancing the ownership, acquisition,
construction, development, leasing, maintenance and/or operation of an asset or assets,
whether or not an asset of a member ofRhrelli Group:

0] which is incurred by a Project Finance Subsidiary; or

(ii) in respect of which the Person or Persons to whom any such Relevant
Indebtedness is or may be owed by the relevant borrower (whether or not a
member of the Pirelli Group) has or have rexaurse whatsoever to any
member of the Pirelli Group (other than a Project Finance Subsidiary) for the
repayment thereof other than:

(A) recourse for amounts limited to the cash flow or the net cash flow (other
than historic cash flow or historic net cashwjofrom such asset or
assets or the income or other proceeds deriving therefrom; and/or

(B) recourse for the purpose only of enabling amounts to be claimed in
respect of such Relevant Indebtedness in an enforcement of any
Security Interest given by such borer over such asset or assets or the
income, cash flow or other proceeds, deriving therefrom (or given by
any shareholder or the like in the borrower over its shares or the like in
the capital of the borrower) to secure such Relevant Indebtedness.

"Project Finance Subsidiary’ means any direct or indirect Subsidiary of the Issuer:

() which is a singlgpurpose company whose principal assets and business are
constituted by the ownership, acquisition, construction, developneasing,
maintenance and/or operation of an asset or assets; and

(i) none of whose Relevant Indebtedness in respect of the financing of such
ownership, acquisition, construction, development, leasing, maintenance and/or
operation of an asset or assets is subjecany recourse whatsoever to any
member of the Pirelli Group (other than such Subsidiary or another Project
Finance Subsidiary) in respect of the repayment thereof, except as expressly
referred to in subparagraph (ii)(B) of the definition of ProjeciafRce Relevant
Indebtedness.

"Relevant Indebtednes$ means any indebtedness, whether present or future, which is
in the form of or represented by any bond, note, debenture, debenture stock, loan stock
or certificate or other debt securities which is, ®icapable of being, listed, quoted or
traded on any stock exchange, otee-counter or other organised market for securities
(but, for the avoidance of doubt, excludimger alia any such indebtedness in the form

of bank loans (including, but not limited, syndicated loans, bilateral loans and-sub
participated loansyr derivative contracts (including, but not limited to, swaps, options,
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forwards and future})or (i) any guarantee and/or indemnity in relation to any such

indebtedness;
0] "Security Interest’ means any mortgage, charge, pledge, lien or other security interest;
0)] "Subsidiary" means an entity of which a Person has direct or indirect control, and

control for this purpose means (i) the direct or intlirmvnership of more than 50 per
cent. of the Voting Share Capital of the relevant entity or (ii) the right to appoint or
remove a majority of the board of directors of the relevant entity, whether by contract or
otherwise; and

(k) "Voting Share Capital' means, in respect of any Person, shares that carry a right to vote
in an ordinary general meeting of that Person.

INTEREST
Interest on Fixed Rate Notes

Each Fixed Rate Note bears interest from (and including) the Interest CommanBexteeat the
rate(s) per annum equal to the Rate(s) of Interest. Interest will be payable in arrear on the Interest
Payment Date(s) in each year up to (and including) the Maturity Date.

In the case of CNY Notes, if Interest Payment Date Adjustment @figgleas being applicable

in the applicable Final Terms, if any Interest Payment Date falls on a day which is not a Business
Day, the Interest Payment Date will be the next succeeding Business Day unless it would thereby
fall in the next calendar month which event the Interest Payment Date shall be brought forward

to the immediately preceding Business Day. For these purp&@esnéss Day has the meaning

given to it in Condition 4.2(a)ifterest Payment Datgs

If the Notes are imefinitive form, except as provided in the applicable Final Terms, the amount

of interest payable on each Interest Payment Date in respect of the Fixed Interest Period ending
on (but excluding) such date will amount to the Fixed Coupon Amount. Paymentereft on

any Interest

Payment Date will, if so specified in the applicable Final Terms, amount to the Broken Amount
so specified.

As used in the Condition$Fixed Interest Period' means the period from (and including) an
Interest Payment Date (or the Interest Commencement Date) to (but excluding) the next (or first)
Interest Payment Date.

Except in the case of Notes in definitive form where an applicable Fixed Coupon Amount or
Broken Amount is specified in the applicabliedd Terms, interest shall be calculated in respect
of any period by applying the Rate of Interest to:

(a) in the case of Fixed Rate Notes which are represented by a Global Note, the aggregate
outstanding nominal amount of the Fixed Rate Notes representasthyGéobal Note
(or, if they are Partly Paid Notes, the aggregate amount paid up); or

(b) in the case of Fixed Rate Notes in definitive form, the Calculation Amount;

and, in each case, multiplying such sum by the applicable Day Count Fraction, and rounding the
resultant figure to the nearest suhit of the relevant Specified Currency, half of any such sub
unit being rounded upwards or otherwise in accordance with applicable market convention.
Where the Specified Denomination of a Fixed Rate Note in defirfitisra is a multiple of the
Calculation Amount, the amount of interest payable in respect of such Fixed Rate Note shall be
the product of the amount (determined in the manner provided above) for the Calculation
Amount and the amount by which the Calculat&smount is multiplied to reach the Specified
Denomination, without any further rounding.
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"Day Count Fraction" means, in respect of the calculation of an amount of interest in
accordance with this Condition 4.1:

@)

(b)

(©)

(d)

if " Actual/Actual (ICMA) " is specified in the applicable Final Terms:

0] in the case of Notes where the number of days in the relevant period from (and
including) the most recent Interest Payment Date (or, if none, the Interest
Commencement Date) t¢but excluding) the relevant payment date (the
"Accrual Period") is equal to or shorter than the Determination Period during
which the Accrual Period ends, the number of days in such Accrual Period
divided by the product of (I) theumber of days in such Determination Period
and (I1) the number of Determination Dates (as specified in the applicable Final
Terms) that would occur in one calendar year; or

(i) in the case of Notes where the Accrual Period is longer than the Determination
Peiiod during which the Accrual Period ends, the sum of:

(A) the number of days in such Accrual Period falling in the Determination
Period in which the Accrual Period begins divided by the product of (x)
the number of days in such Determination Period and (yjudh&ber of
Determination Dates that would occur in one calendar year; and

(B) the number of days in such Accrual Period falling in the next
Determination Period divided by the product of (x) the number of days
in such Determination Period and (y) the numberDetermination
Dates that would occur in one calendar year;

if "30/360 is specified in the applicable Final Terms, the number of days in the period

from (and including) the most recent Interest Payment Date (or, if none, the Interest
Commerement Date) to (but excluding) the relevant payment date (such number of
days being calculated on the basis of a year of 360 days with-d&y3®onths) divided

by 360; and

if "Actual/365 (Fixed) is specified in the applicableinal Terms, the actual number of
days in the Fixed Interest Period divided by 365.

In the Conditions:

"Determination Period" means each period from (and including) a Determination Date to (but
excluding) the next DeterminatioDate (including, where either the Interest Commencement
Date or the final Interest Payment Date is not a Determination Date, the period commencing on
the first Determination Date prior to, and ending on the first Determination Date falling after,
such dat); and

"sub-unit" means, with respect to any currency other than euro, the lowest amount of such
currency that is available as legal tender in the country of such currency and, with respect to
euro, one cent.

4.2 Interest on Floating Rate Noges

@

2199363-11-v17.0

Interest Payment Dates

Each Floating Rate Note bears interest from (and including) the Interest Commencement
Date and such interest will be payable in arrear on either:

0] the Specified Interest Payment Date(s) in each year specified in the applicable
Find Terms; or

(ii) if no Specified Interest Payment Date(s) is/are specified in the applicable Final
Terms, each date (each such date, together with each Specified Interest Payment
Date, an'Interest Payment Daté) which falls the nmber of months or other
period specified as the Specified Period in the applicable Final Terms after the
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preceding Interest Payment Date or, in the case of the first Interest Payment
Date, after the Interest Commencement Date.

Such interest will be payablen respect of each Interest Period. In the Conditions,
"Interest Period" means the period from (and including) an Interest Payment Date (or
the Interest Commencement Date) to (but excluding) the next (or first) Interest Payment

Date.

If a Business Day Convention is specified in the applicable Final Terms and (x) if there
is no numerically corresponding day in the calendar month in which an Interest Payment
Date should occur or (y) if any Interest Payment Date would otherwise fall day

which is not a Business Day, then, if the Business Day Convention specified is:

(A)

(B)

(©)

(D)

in any case where Specified Periods are specified in accordance with
Condition 4.2(a)(ii) above, the Floating Rate Convention, such Interest
Payment Date (a) in the cask(x) above, shall be the last day that is a
Business Day in the relevant month and the provisions of (ii) below
shall applymutatis mutandisr (b) in the case of (y) above, shall be
postponed to the next day which is a Business Day unless it would
thereby fall into the next calendar month, in which event (i) such
Interest Payment Date shall be brought forward to the immediately
preceding Business Day and (ii) each subsequent Interest Payment Date
shall be the last Business Day in the month which fakks Specified
Period after the preceding applicable Interest Payment Date occurred;
or

the Following Business Day Convention, such Interest Payment Date
shall be postponed to the next day which is a Business Day; or

the Modified Following Business Day Comt®n, such Interest
Payment Date shall be postponed to the next day which is a Business
Day unless it would thereby fall into the next calendar month, in which
event such Interest Payment Date shall be brought forward to the
immediately preceding BusineBsy; or

the Preceding Business Day Convention, such Interest Payment Date
shall be brought forward to the immediately preceding Business Day.

In the Conditions,Business Day means a day which is both:

@)

(b)

a day on which commerciabbks and foreign exchange markets settle

payments and are open for general business (including dealing in
foreign exchange and foreign currency deposits) in London and each
Additional Business Centre specified in the applicable Final Terms; and

either (i) in relation to any sum payable in a Specified Currency other
than euro and Renminbi, a day on which commercial banks and foreign
exchange markets settle payments and are open for general business
(including dealing in foreign exchange and foreign awryedeposits)

in the principal financial centre of the country of the relevant Specified
Currency (which if the Specified Currency is Australian dollars or New
Zealand dollars shall be Sydney and Auckland, respectively) or (i) in
relation to any sum paybein euro, a day on which the TraBsropean
Automated Realime Gross Settlement Express Transfer (TARGET?2)
System (thé'TARGET2 Systent) is open or (iii) in relation to any
sum payable in Renminbi, a day (other than Saturday,&umdpublic
holiday) on which commercial banks in Hong Kong are generally open
for business and settlement of Renminbi payments in Hong Kong.
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Rate of Interest

The Rate of Interest payable from time to time in respect of Floating Rate Notes will be
determned in the manner specified in the applicable Final Terms.

@

(ii)

ISDA Determination for Floating Rate Notes

Where ISDA Determination is specified in the applicable Final Terms as the
manner in which the Rate of Interest is to be determined, the Rate of Ifderest
each Interest Period will be the relevant ISDA Rate plus or minus (as indicated
in the applicable Final Terms) the Margin (if any). For the purposes of this
Condition 4.2(bji), "ISDA Rate" for an Interest Period means a rate equal to
the Floating Rate that would be determined by the Agent under an interest rate
swap transaction if the Agent were acting as Calculation Agent for that swap
transaction under the terms of an agreement incorporating the 2006 ISDA
Definitions, as published yb the International Swaps and Derivatives
Association, Inc. and as amended and updated as at the Issue Date of the first
Tranche of the Notes (th#éSDA Definitions") and under which:

(A) the Floating Rate Option is as specified indpglicable Final Terms;

(B) the Designated Maturity is a period specified in the applicable Final
Terms; and

(©) the relevant Reset Date is the day specified in the applicable Final
Terms.

For the purposes of thi€ondition 4.2(bfi), "Floating Rate", "Calculation
Agent’, "Floating Rate Option", "Designated Maturity" and "Reset Daté&
have the meanings given to those terms in the ISDA Defirsti

Unless otherwise stated in the applicable Final Terms the Minimum Rate of
Interest shall be deemed to be zero.

Screen Rate Determination for Floating Rate Notes

Where Screen Rate Determination is specified in the applicable Final Terms as
the mannerri which the Rate of Interest is to be determined, the Rate of Interest
for each Interest Period will, subject as provided below, be either:

(A) the offered quotation; or

(B) the arithmetic mean (rounded if necessary to the fifth decimal place,
with 0.000005 beingounded upwards) of the offered quotations,

(expressed as a percentage rate per annum) for the Reference Rate which
appears or appear, as the case may be, on the Relevant Screen Page (or such
replacement page on that service which displays the informa®m@t 11.00

a.m. (Relevant Financial Centre time) on the Interest Determination Date in
guestion plus or minus (as indicated in the applicable Final Terms) the Margin
(if any), all as determined by the Agent. If five or more of such offered
guotations aravailable on the Relevant Screen Page, the highest (or, if there is
more than one such highest quotation, one only of such quotations) and the
lowest (or, if there is more than one such lowest quotation, one only of such
quotations) shall be disregardegithe Agent for the purpose of determining the
arithmetic mean (rounded as provided above) of such offered quotations.

The Agency Agreement contains provisions for determining the Rate of Interest
in the event that the Relevant Screen Page is not avadalifiein the case of

(A) above, no such offered quotation appears or, in the case of (B) above, fewer
than three such offered quotations appear, in each case as at the time specified in
the preceding paragraph.
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Minimum Rate of Interest and/or Maximum Ratof Interest

If the applicable Final Terms specifies a Minimum Rate of Interest for any Interest
Period, then, in the event that the Rate of Interest in respect of such Interest Period
determined in accordance with the provision€ohdition 4.Zb) aboveis less than such
Minimum Rate of Interest, the Rate of Interest for such Interest Period shall be such
Minimum Rate of Interest.

If the applicable Final Terms specifies a Maximum Rate of Interest for any Interest
Period, then, in the event that the Rafelnterest in respect of such Interest Period
determined in accordance with the provisionsCohdition 4.Zb) above is greater than
such Maximum Rate of Interest, the Rate of Interest for such Interest Period shall be
such Maximum Rate of Interest.

Detemination of Rate of Interest and calculation of Interest Amounts

The Agent will at or as soon as practicable after each time at which the Rate of Interest is
to be determined, determine the Rate of Interest for the relevant Interest Period.

The Agent willcalculate the amount of interest (tHaterest Amount") payable on the
Floating Rate Notes for the relevant Interest Period by applying the Rate of Interest to:

(A) in the case of Floating Rate Notes which are represented by al®Glote, the
aggregate outstanding nominal amount of the Notes represented by such Global
Note (or, if they are Partly Paid Notes, the aggregate amount paid up); or

(B) in the case of Floating Rate Notes in definitive form, the Calculation Amount;

and, ineach case, multiplying such sum by the applicable Day Count Fraction, and
rounding the resultant figure to the nearest-gnib of the relevant Specified Currency,

half of any such sulbnit being rounded upwards or otherwise in accordance with
applicable rarket convention. Where the Specified Denomination of a Floating Rate
Note in definitive form is a multiple of the Calculation Amount, the Interest Amount
payable in respect of such Note shall be the product of the amount (determined in the
manner providedabove) for the Calculation Amount and the amount by which the
Calculation Amount is multiplied to reach the Specified Denomination, without any
further rounding.

"Day Count Fraction" means, in respect of the calculation of aroant of interest in
accordance with this Condition 4.2:

() if "Actual/Actual (ISDA)" or "Actual/Actual” is specified in the applicable
Final Terms, the actual number of days in the Interest Period divida@or,
if any portion of that Interest Period falls in a leap year, the sum of (I) the actual
number of days in that portion of the Interest Period falling in a leap year
divided by 366 and (I) the actual number of days in that portion of the Interest
Period falling in a nofleap year divided by 365);

(i) if "Actual/365 (Fixed)' is specified in the applicable Final Terms, the actual
number of days in the Interest Period divided by 365;

(iii) if "Actual/365 (Sterling)' is specified in the applicable Final Terms, the actual
number of days in the Interest Period divided by 365 or, in the case of an
Interest Payment Date falling in a leap year, 366;

(iv) if " Actual/360" is specified in the applicablFinal Terms, the actual number of
days in the Interest Period divided by 360;

(V) if "30/360, "360/360 or "Bond Basis is specified in the applicable Final
Terms, the number of days in the Interest Perigitled by 360, calculated on a
formula basis as follows:
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(Vi)

(vii)

[3602 (Y, - Y7)] +[30% (M, - M;)] + D, - Dy

Day Count Fraction = 360
where:

"Y1" is the year, expressed as a number, in which the first day of the Interest
Period falls;

"Y2" is the year, expressed as a number, in which the day immediately
following the last day of the Interest Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day
immediately following the last dayf the Interest Period falls;

"D1" is the first calendar day, expressed as a number, of the Interest Period,
unless such number is 31, in which case D1 will be 30; and

"D2" is the calendar day, expressed as a number, immediately following the last
day included in the Interest Period, unless such number would be 31 and D1 is
greater than 29, in which case D2 will be 30;

if "30E/360 or "Eurobond Basis' is specified in the applicable Final Terms,

the number of days in thinterest Period divided by 360, calculated on a
formula basis as follows:

[360° (Y, - Y;)] +[30% (M5 - M1)] + D5, - D;

Day Count Fraction = 360
where:

"Y1" is the year, expressed as a number, in which the first day of the Interest
Period falls;

"Y2" is the year, expressed as a number, in which the idenediately
following the last day of the Interest Period falls;

"M1" is the calendar month, expressed as a number, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day
immediately followng the last day of the Interest Period falls;

"D1" is the first calendar day, expressed as a number, of the Interest Period,
unless such number would be 31, in which case D1 will be 30; and

"D2" is the calendar day, expressed as a number, immediatelwiiod the last
day included in the Interest Period, unless such number would be 31, in which
case D2 will be 30;

if "30E/360 (ISDAY) is specified in the applicable Final Terms, the number of
days in the Interest Period divided by 3@&@lculated on a formula basis as
follows:

[360° (Y, - Y;)] +[30% (M5 - M)] + D, - D;

Day Count Fraction = 360

- 80- 47-40668638



(e)

®

)

2199363-11-v17.0

where:

"Y1" is the year, expressed as a number, in which the first day of the Interest
Period falls;

"Y2" is the year, expressed as a number, in which the day immediately
following the lastday of the Interest Period falls;

"M1" is the calendar month, expressed as a humber, in which the first day of the
Interest Period falls;

"M2" is the calendar month, expressed as a number, in which the day
immediately following the last day of the Inter&seriod falls;

"D1" is the first calendar day, expressed as a number, of the Interest Period,
unless (i) that day is the last day of February or (ii) such number would be 31, in
which case D1 will be 30; and

"D2" is the calendar day, expressed as a nunibmenediately following the last

day included in the Interest Period, unless (i) that day is the last day of February
but not the Maturity Date or (ii) such number would be 31, in which case D2
will be 30.

Notification of Rate of Interest and Interest Amaos

The Agent will cause the Rate of Interest and each Interest Amount for each Interest
Period and the relevant Interest Payment Date to be notified to the Issuer, the Trustee
and any stock exchange on which the relevant Floating Rate Notes are forethesiing

listed (by no later than the first day of each Interest Period) and notice thereof to be
published in accordance with Condition {fotice§ as soon as possible after their
determination but in no event later than the fourth Business Day theré&zftd Interest
Amount and Interest Payment Date so notified may subsequently be amended (or
appropriate alternative arrangements made by way of adjustment) without prior notice in
the event of an extension or shortening of the Interest Period. Any swgidement will
promptly be notified to each stock exchange on which the relevant Floating Rate Notes
are for the time being listed and to the Noteholders in accordance with Condition 12
(Notices.

Determination or Calculation by Trustee

If for any reason atny relevant time the Agent defaults in its obligation to determine the
Rate of Interest or in its obligation to calculate any Interest Amount in accordance with
Condition 4.2Zb)(i) or Condition 4.2b)(ii) above, as the case may be, and in each case in
accordance withCondition 4.Zd) above, the Trustee shall, or shall appoint an agent on
its behalf to, determine the Rate of Interest at such rate as, in its absolute discretion
(having such regard as it shall think fit to the foregoing provisions of thigliGon

4.2(f), but subject always to any Minimum Rate of Interest or Maximum Rate of Interest
specified in the applicable Final Terms), it shall deem fair and reasonable in all the
circumstances or, as the case may be, the Trustee shall, or shall appag&nt on its
behalf to, calculate the Interest Amount(s) in such manner as it shall deem fair and
reasonable in all the circumstances and each such determination or calculation shall be
deemed to have been made by the Agent.

Certificates to be final

All certificates, communications, opinions, determinations, calculations, quotations and
decisions given, expressed, made or obtained for the purposes of the provisions of this
Condition 4.2 Interest on Floating Rate Nofedy the Agent or the Trustee or its
appointed agent shall (in the absence of fraud, wilful default or manifest error) be
binding on the Issuer, the Guarantor (if the Notes are Guaranteed Notes) the Agent, the
other Paying Agents and all Noteholders, Receiptholders and Couponholders thied (in
absence of fraud, gross negligence or wilful default) no liability to the Issuer, the
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Guarantor (if the Notes are Guaranteed Notes), the Noteholders, the Receiptholders or
the Couponholders shall attach to the Agent or the Trustee in connection with th
exercise or nonexercise by it of its powers, duties and discretions pursuant to such
provisions.

Exempt Notes

In the case of Exempt Notes which are also Floating Rate Notes where the applicable Pricing
Supplement identifies that Screen Rate Deternonadpplies to the calculation of interest, if the
Reference Rate from time to time is specified in the applicable Pricing Supplement as being other
than LIBOR or EURIBOR, the Rate of Interest in respect of such Exempt Notes will be
determined as provided the applicable Pricing Supplement.

The rate or amount of interest payable in respect of Exempt Notes which are not also Fixed Rate
Notes or Floating Rate Notes shall be determined in the manner specified in the applicable
Pricing Supplementprovided that where such Notes are Index Linked Interest Notes the
provisions of Condition 4.2 shall, save to the extent amended in the applicable Pricing
Supplement, apply as if the references therein to Floating Rate Notes and to the Agent were
references to Indexihked Interest Notes and the Calculation Agent, respectivelypandded

further that the Calculation Agent will notify the Agent of the Rate of Interest for the relevant
Interest Period as soon as practicable after calculating the same.

In the case of &tly Paid Notes (other than Partly Paid Notes which are Zero Coupon Notes),
interest will accrue as aforesaid on the paadnominal amount of such Notes and otherwise as
specified in the applicable Pricing Supplement.

Accrual of interest

Each Note (or irthe case of the redemption of part only of a Note, that part only of such Note)
will cease to bear interest (if any) from the date for its redemption unless payment of principal is
improperly withheld or refused. In such event, interest will continuedoua until whichever is

the earlier of:

(a) the date on which all amounts due in respect of such Note have been paid; and
(b) as provided in the Trust Deed.

PAYMENTS

Method of payment

Subject as provided below:

(a) payments in a Specified Currency other than euroRewminbi will be made by credit
or transfer to an account in the relevant Specified Currency maintained by the payee with,
or, at the option of the payee, by a cheque in such Specified Currency drawn on, a bank
in the principal financial centre of the adty of such Specified Currency (which, if the
Specified Currency is Australian dollars or New Zealand dollars, shall be Sydney and
Auckland, respectively);

(b) payments in euro will be made in euro by credit or transfer to a euro account (or any
other accounto which euro may be credited or transferred) specified by the payee or, at
the option of the payee, by a euro cheque; and

(c) payments in Renminbi will be made solely by credit to a registered Renminbi account
maintained by or on behalf of the payee at akbanHong Kong in accordance with
applicable laws, rules, regulations and guidelines issued from time to time (including all
applicable laws and regulations with respect to the settlement of Renminbi in Hong
Kong).

Payments will be subject in all cases(fpany fiscal or other laws and regulations applicable
thereto in the place of payment, but without prejudice to the provisions of Condition 7
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(Taxation, (ii) any withholding or deduction required pursuant to an agreement described in
Section 1471(b) othe U.S. Internal Revenue Code of 1986 (tbede') or otherwise imposed
pursuant to Sections 1471 through 1474 of the Code, any regulations or agreements thereunder,
any official interpretations thereof, or any law implementing an intergovental approach
thereto.

Presentation of definitive Notes, Receipts and Coupons

Payments of principal in respect of definitive Notes will (subject as provided below) be made in
the manner provided in Condition BMethod of Paymehtabove only against prestation and
surrender (or, in the case of part payment of any sum due, endorsement) of definitive Notes, and
payments of interest in respect of definitive Notes will (subject as provided below) be made as
aforesaid only against presentation and surrefatein the case of part payment of any sum due,
endorsement) of Coupons, in each case at the specified office of any Paying Agent outside the
United States (which expression, as used herein, means the United States of America (including
the States and tHaistrict of Columbia and its possessions)).

Fixed Rate Notes in definitive form (other than Long Maturity Notes (as defined below) and save
as provided in Condition 5.45pecific provisions in relation to payments in respect of certain
types of Exempt Ned)) should be presented for payment together with all unmatured Coupons
appertaining thereto (which expression shall for this purpose include Coupons falling to be issued
on exchange of matured Talons), failing which the amount of any missing unmatuwpdnCo

(or, in the case of payment not being made in full, the same proportion of the amount of such
missing unmatured Coupon as the sum so paid bears to the sum due) will be deducted from the
sum due for payment. Each amount of principal so deducted wilbaied in the manner
mentioned above against surrender of the relative missing Coupon at any time before the expiry
of 10 years after the Relevant Date (as defined in ConditiofiaXaion) in respect of such
principal (whether or not such Coupon wouldethise have become void under Condition 15
(Prescription) or, if later, five years from the date on which such Coupon would otherwise have
become due, but in no event thereafter.

Upon any Fixed Rate Note in definitive form becoming due and repayabletgiitsr Maturity
Date, all unmatured Talons (if any) appertaining thereto will become void and no further
Coupons will be issued in respect thereof.

Upon the date on which any Floating Rate Note or Long Maturity Note in definitive form
becomes due and reble, unmatured Coupons and Talons (if any) relating thereto (whether or
not attached) shall become void and no payment or, as the case may be, exchange for further
Coupons shall be made in respect theredfLéng Maturity Note" is a Fixed Rate Note (other

than a Fixed Rate Note which on issue had a Talon attached) whose nominal amount on issue is
less than the aggregate interest payable theyemided that such Note shall cease to be a Long
Maturity Note on the Interest PaymteDate on which the aggregate amount of interest remaining

to be paid after that date is less than the nominal amount of such Note.

If the due date for redemption of any definitive Note is not an Interest Payment Date, interest (if
any) accrued in respeof such Note from (and including) the preceding Interest Payment Date

or, as the case may be, the Interest Commencement Date shall be payable only against surrender
of the relevant definitive Note.

Payments in respect of Global Notes

Payments of principadnd interest (if any) in respect of Notes represented by any Global Note
will (subject as provided below) be made in the manner specified above in relation to definitive
Notes or otherwise in the manner specified in the relevant Global Note, where lalppdigainst
presentation or surrender, as the case may be, of such Global Note at the specified office of any
Paying Agent outside the United States. A record of each payment made, distinguishing between
any payment of principal and any payment of interedit be made either on such Global Note

by the Paying Agent to which it was presented or in the records of Euroclear and Clearstream,
Luxembourg, as applicable.
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Specific provisions in relation to payments in respect of certain types of Exempt Notes

Paymats of instalments of principal (if any) in respect of definitive Notes, other than the final
instalment, will (subject as provided below) be made in the manner provided in Condition 5.1
(Method of paymeptabove only against presentation and surrenderifothe case of part
payment of any sum due, endorsement) of the relevant Receipt in accordance with the preceding
paragraph. Payment of the final instalment will be made in the manner provided in Condition 5.1
(Method of paymetabove only against pres@ation and surrender (or, in the case of part
payment of any sum due, endorsement) of the relevant Note in accordance with the preceding
paragraph. Each Receipt must be presented for payment of the relevant instalment together with
the definitive Note towhich it appertains. Receipts presented without the definitive Note to
which they appertain do not constitute valid obligations of the Issuer. Upon the date on which
any definitive Note becomes due and repayable, unmatured Receipts (if any) relating theret
(whether or not attached) shall become void and no payment shall be made in respect thereof.

Upon the date on which any Dual Currency Note or Index Linked Note in definitive form
becomes due and repayable, unmatured Coupons and Talons (if any) rbkng fwhether or

not attached) shall become void and no payment or, as the case may be, exchange for further
Coupons shall be made in respect thereof.

General provisions applicable to payments

The holder of a Global Note shall be the only person entile@ceive payments in respect of

Notes represented by such Global Note and the Issuer or, as the case may be, the Guarantor (if
the Notes are Guaranteed Notes) will be discharged by payment to, or to the order of, the holder
of such Global Note in respeof each amount so paid. Each of the persons shown in the records

of Euroclear or Clearstream, Luxembourg as the beneficial holder of a particular nominal amount
of Notes represented by such Global Note must look solely to Euroclear or Clearstream,
Luxembourg, as the case may be, for his share of each payment so made by the Issuer or, as the
case may be, the Guarantor (if the Notes are Guaranteed Notes) to, or to the order of, the holder
of such Global Note.

Notwithstanding the foregoing provisions of tl@®ndition, if any amount of principal and/or
interest in respect of Notes is payable in U.S. dollars, such U.S. dollar payments of principal
and/or interest in respect of such Notes will be made at the specified office of a Paying Agent in
the United Stas if:

(a) the Issuer has appointed Paying Agents with specified offices outside the United States
with the reasonable expectation that such Paying Agents would be able to make payment
in U.S. dollars at such specified offices outside the United States &ifltlzamount of
principal and interest on the Notes in the manner provided above when due;

(b) payment of the full amount of such principal and interest at all such specified offices
outside the United States is illegal or effectively precluded by exchangelsamt other
similar restrictions on the full payment or receipt of principal and interest in U.S. dollars;
and

(c) such payment is then permitted under United States law without involving, in the
opinion of the Issuer and the Guarantor (if the Notes areaBtesrd Notes), adverse tax
consequences to the Issuer or the Guarantor (if the Notes are Guaranteed Notes).

Payment Day

If the date for payment of any amount in respect of any Note, Receipt or Coupon is not a
Payment Day, the holder thereof shall not bé¢itled to payment until the next following
Payment Day in the relevant place and shall not be entitled to further interest or other payment in
respect of such delay. For these purposBsyment Day means any day which (subject to
Condtion 15 (Prescription) is:
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(a) a day on which commercial banks and foreign exchange markets settle payments and are
open for general business (including dealing in foreign exchange and foreign currency
deposits) in:

0] in the case of Notes in definitive formlgnthe relevant place of presentation;
(i) each Additional Financial Centre specified in the applicable Final Terms; and

(b) either (A) in relation to any sum payable in a Specified Currency other than euro or
Renminbi, a day on which commercial banks and foregnhange markets settle
payments and are open for general business (including dealing in foreign exchange and
foreign currency deposits) in the principal financial centre of the country of the relevant
Specified Currency (which if the Specified Currensy Australian dollars or New
Zealand dollars shall be Sydney and Auckland, respectively) or (B) in relation to any
sum payable in euro, a day on which the TARGET2 System is open or (C) in relation to
any sum payable in Renminbi, a day on which banks amdgfoexchange markets are
open for business and settlement of Renminbi payments in Hong Kong.

Interpretation of principal and interest

Any reference in the Conditions to principal in respect of the Notes shall be deemed to include,
as applicable:

(a) any additonal amounts which may be payable with respect to principal under Condition
7 (Taxatior) or under any undertaking or covenant given in addition thereto, or in
substitution therefor, pursuant to the Trust Deed;

(b) the Final Redemption Amount of the Notes;

(c) theEarly Redemption Amount of the Notes;

(d) the Optional Redemption Amount(s) (if any) of the Notes;

(e) in relation to Exempt Notes redeemable in instalments, the Instalment Amounts;

U] in relation to Zero Coupon Notes, the Amortised Face Amount (as defined in iGondit
6.5 Early Redemption Amounjsand

(9) any premium and any other amounts (other than interest) which may be payable by the
Issuer under or in respect of the Notes.

Any reference in the Conditions to interest in respect of the Notes shall be deemdddm, ias
applicable, any additional amounts which may be payable with respect to interest under
Condition 7 Taxation) or under any undertaking or covenant given in addition thereto, or in
substitution therefor, pursuant to the Trust Deed.

CNY Currency Event

In the case of CNY Notes, if "CNY Currency Event" is specified in the applicable Final Terms
and if by reason of a CNY Currency Event, the Issuer is not able to satisfy payments of principal
or interest (in whole or in part) in respect of Notes whenidudRenminbi in Hong Kong or the
Guarantor (if

the Notes are Guaranteed Notes) is not able to satisfy payments (in whole or in part) under the
Guarantee when due in Renminbi in Hong Kong, the Issuer or the Guarantor (if the Notes are
Guaranteed Notes), dee case may be, on giving not less than five nor more than 30 days'
irrevocable notice to the Noteholders in accordance with ConditigiNd2ceg prior to the due

date for payment (stating the occurrence of the CNY Currency Event, giving details dredeof

the action proposed to be taken in relation thereto), shall be entitled to satisfy their respective
obligations in respect of such payment by making such payment in the Relevant Currency
(selected by the Issuer or the Guarantor (if the Notes are @eadaNotes), as the case may be,
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if applicable, and converted at the Alternate Settlement Rate as of a time selected by the
Alternate Settlement Rate Determination Agent).

In such event, any payment in the Relevant Currency will be made in accordanGomdition
5.1 Method of paymept

Any payment made under such circumstances in the Relevant Currency will constitute valid
payment, and will not constitute a default in respect of the Notes.

For the purpose this Condition 5&hd unless, in the case okdipt Notes, stated otherwise in
the applicable Pricing Supplement:

"Alternate Settlement Raté means unless, in the case of Exempt Notes, otherwise specified in
the applicable Pricing Supplement, the spot rate, deternfipetie Alternate Settlement Rate
Determination Agent, in good faith and in a commercially reasonable manner, between Renminbi
and the Relevant Currency, taking into consideration all available information which the
Alternate Settlement Rate Determinatidgent deems relevant (including, but not limited to, the
pricing information obtained from the Renminbi roaliverable market outside the PRC and/or

the Renminbi exchange market within the PRC);

"Governmental Authority” mears anyde factoor de jure government (or any agency or
instrumentality thereof), court, tribunal, administrative or other governmental authority or any
other entity (private or public) charged with the regulation of the financial markets (including the
certral bank) of Hong Kong;

"Hong Kong" means the Hong Kong Special Administrative Region of the People's Republic of
China;

"PRC" means the People's Republic of China which, for the purpose of these Terms and
Conditions, shallxclude Hong Kong, the Macau Special Administrative Region of the People's
Republic of China and Taiwan;

"Relevant Currency' means U.S. dollars, euro or Sterling, or, in the case of Exempt Notes, such
other currency as may be sgfed in the applicable Pricing Supplement;

"CNY Currency Event" means any one of CNY llliquidity, CNY Nefransferability and CNY
Inconvertibility;

"CNY llliquidity " shall be deemed to occur if the genéZalY exchange market in Hong Kong
becomes illiquid as a result of which the relevant Issuer cannot obtain sufficient CNY in order to
satisfy its obligation to pay interest or principal (in whole or in part) in respect of the Notes, or
the Guarantor (if theéNotes are Guaranteed Notes) cannot obtain sufficient CNY in order to
satisfy its obligation to make payments (in whole or in part) under the Guarantee, as determined
by the relevant Issuer, or the Guarantor (if the Notes are Guaranteed Notes), as Itheydase

acting in good faith and in a commercially reasonable manner following consultation with two
independent foreign exchange dealers of international repute active in the CNY exchange market
in Hong Kong;

"CNY Inconvertibility " shall be deemed to occur if, upon the occurrence of any event, it is
impossible for the relevant Issuer, or the Guarantor (if the Notes are Guaranteed Notes), as the
case may be, to convert any amount due in respect the Notes or under the Girtigee
general CNY exchange market in Hong Kong, other than where such impossibility is due solely
to the failure of the relevant Issuer, or the Guarantor (if the Notes are Guaranteed Notes), as the
case may be, to comply with any law, rule or regulatioaicéed by any Governmental Authority
(unless such law, rule or regulation is enacted after the Issue Date of the first Tranche of the
relevant Series and it is impossible for the Issuer, or the Guarantor (if the Notes are Guaranteed
Notes), as the case mbg, due to an event beyond the control of such Issuer, or such Guarantor
(if the Notes are Guaranteed Notes), as the case may be, to comply with such law, rule or
regulation). For the avoidance of doubt, the inability for a party to covert CNY solelyodue
issues relating to its creditworthiness shall not constitute CNY Inconvertibility; and
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6.1

6.2

"CNY Non-Transferability " shall be deemed to occur if, upon the occurrence of any event, it is
impossible for the Issuer, or the Guatar (if the Notes are Guaranteed Notes), as the case may
be, to transfer CNY between accounts inside Hong Kong or from an account inside Hong Kong
to an account outside Hong Kong or from an account outside Hong Kong to an account inside
Hong Kong (includig where the CNY clearing and settlement system for participating banks in
Hong Kong is disrupted or suspended), other than where such impossibility is due solely to the
failure of the Issuer, or the Guarantor (if the Notes are Guaranteed Notes), asetheagabe, to
comply with any law, rule or regulation enacted by any Governmental Authority (unless such
law, rule or regulation is enacted after the Issue Date of the first Tranche of the relevant Series
and it is impossible for the Issuer, or the Guaralfif the Notes are Guaranteed Notes), as the
case may be, due to an event beyond the control of such Issuer, or such Guarantor (if the Notes
are Guaranteed Notes), as the case may be, to comply with such law, rule or regulation).

All notifications, opinbns, determinations, certificates, calculations, quotations and decisions
given, expressed, made or obtained for the purposes of the provisions of this Condition 5.8 by the
Alternate Settlement Rate Determination Agent, will (in the absence of wilful lddfad faith

or manifest error) be binding on the Issuer, the Guarantor (if the Notes are Guaranteed Notes),
the Paying Agents, the Trustee and all the Noteholders.

REDEMPTION AND PURCHASE
Redemption at maturity

Unless previously redeemed or purchased @antelled as specified below, each Note will be
redeemed by the Issuer at its Final Redemption Amount specified in the applicable Final Terms
in the relevant Specified Currency on the Maturity Date specified in the applicable Final Terms.

Redemption for tax reasons

Subject to Condition 6.5arly Redemption Amounighe Notes may be redeemed at the option

of the Issuer in whole, but not in part, at any time (if this Note is not a Floating Rate Note) or on
any Interest Payment Date (if this Note is a kigptRate Note), on giving not less than the
minimum period and not more than the maximum period of notice specified in the applicable
Final Terms to the Trustee and the Agent and, in accordance with Conditidtoti®e3, the
Noteholders (which notice shae irrevocable), if the Issuer satisfies the Trustee immediately
before the giving of such notice that:

(a) on the occasion of the next payment due under the Notes, the Issuer has or will become
obliged to pay additional amounts as provided or referre @oindition 7 Taxatior) or
the Guarantor (if the Notes are Guaranteed Notes) would be unable for reasons outside
its control to procure payment by the Issuer and in making payment itself would be
required to pay such additional amounts, in each caseresult of any change in, or
amendment to, the laws or regulations of a Tax Jurisdiction (as defined in Condition 7
(Taxation) or any change in the application or official interpretation of such laws or
regulations, which change or amendment becomes ieffem or after the Issue Date of
the first Tranche of the Notes; and

(b) such obligation cannot be avoided by the Issuer or, as the case may be, the Guarantor (if
the Notes are Guaranteed Notes) taking reasonable measures available to it,

provided that no sud notice of redemption shall be given earlier than 90 days prior to the
earliest date on which the Issuer or, as the case may be, the Guarantor (if the Notes are
Guaranteed Notes) would be obliged to pay such additional amounts were a payment in respect
of the Notes then due.

Prior to the publication of any notice of redemption pursuant to this Condition 6.2, the Issuer
shall deliver to the Trustee a certificate signed by an authorised signatory of the Issuer or, as the
case may be, an authorised signatufrthe Guarantor (if the Notes are Guaranteed Notes) stating

that the Issuer is entitled to effect such redemption and setting forth a statement of facts showing
that the requirements referred to @ondition 6.2a) above will apply on the date of the next
payment due under the Notes and cannot be avoided by the Issuer or, as the case may be, the
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6.3

6.4

Guarantor (if the Notes are Guaranteed Notes) taking reasonable measures available to it and the
Trustee shall be entitled to accept the certificate as suffiedence of the satisfaction of the
conditions precedent set out above, in which event it shall be conclusive and binding on the
Noteholders and the Couponholders.

Notes redeemegbursuant to this Condition 6.@ill be redeemed at their Early Redemption
Amournt referred to in Condition 6.6elow together (if appropriate) with interest accrued to (but
excluding) the date of redemption.

Redemption at the option of the Issuer (Issuer Call)

If Issuer Call is specified as being applicable in the applicable Fieahg, the Issuer may,
having given not less than the minimum per{adhich shall be not less than 15 Business Days)
nor more than the maximum period of notice specified in applicable Final Terms to the
Noteholders in accordance with Condition (Nboticed (which notice shall be irrevocable and
shall specify the date fixed for redemption), redeem all or some only of the Notes then
outstanding on any Optional Redemption Date and at the Optional Redemption Amount(s)
specified in the applicable Final Terms tduws, if appropriate, with interest accrued to (but
excluding) the relevant Optional Redemption Date. Any such redemption must be of a hominal
amount not less than the Minimum Redemption Amount and not more than the Maximum
Redemption Amount, in each cam& may be specified in the applicable Final Terms.

The Optional Redemption Amount will be the specified percentage of the nominal amount of the
Notes stated in the applicable Final Terms.

In the case of a partial redemption of Notes, the Notes to be rede@gnthis Condition 6.3,
"Redeemed Note§ will be selected individually by lot, in the case of Redeemed Notes
represented by definitive Notes, and in accordance with the rules of Euroclear and/or Clearstream,
Luxembourg, (to be feected in the records of Euroclear and Clearstream, Luxembourg as either

a pool factor or a reduction in nominal amount, at their discretion) in the case of Redeemed Notes
represented by a Global Note, not more than 30 days prior to the date fixedefmptieh (in

this Condition 6.3such date of selection being hereinafter called"®&ection Daté). In the

case of Redeemed Notes represented by definitive Notes, a list of the serial numbers of such
Redeemed Notes will be publesth in accordance with Condition IRloticed not less than 15

days prior to the date fixed for redemption. No exchange of the relevant Global Note will be
permitted during the period from (and including) the Selection Date to (and including) the date
fixed for redemption pursuant to this Condition 6.3 and notice to that effect shall be given by the
Issuer to the Noteholders in accordance with Conditio(Nt2ices)at least five days prior to the
Selection Date.

Redemption at the option of the Noteholderslfivestor Put/Change of Control Put)
If:

(a) Investor Put is specified as being applicable in the applicable Final Terms, upon the
holder of any Note giving to the Issuer in accordance with Conditio(NbHce3 not
less than the minimum periga/hich shall benot less than 15 Business Daysy more
than the maximum period of notice specified in the applicable Final Terms, upon the
expiry of such notice, the Issuer will redeem such Note on the Optional Redemption
Date; and/or

(b) Change of Control Put is specifies applicable in the applicable Final Terms and a
Change of Control Put Event (as defined below) has occurred, upon the holder of any
Note giving notice to the Issuer in accordance with ConditiorfNiices) during the
Change of Control Put Period, thesuier will redeem such Note on the Change of
Control Put Date,

in each case, at the Optional Redemption Amount together, if appropriate, with interest accrued
to (but excluding) the date of redemption.

To exercise the right to require redemption of thiseNtbe holder of this Note must, if this Note
is in definitive form and held outside Euroclear and Clearstream, Luxembourg, deliver, at the
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specified office of any Paying Agent at any time during normal business hours of such Paying
Agent falling within tke relevant notice period, a duly completed and signed notice of exercise in
the form (for the time being current) obtainable from any specified office of any Paying Agent (a
"Put Notice") and in which the holder must specify a bank aotda which payment is to be
made under this ConditioB.4 accompanied by this Note or evidence satisfactory to the Paying
Agent concerned that this Note will, following delivery of the Put Notice, be held to its order or
under its control. If this Note isepresented by a Global Note or is in definitive form and held
through Euroclear or Clearstream, Luxembourg, to exercise the right to require redemption of
this Note the holder of this Note must, within the relevant notice period, give notice to the Agent
of such exercise in accordance with the standard procedures of Euroclear and Clearstream,
Luxembourg (which may include notice being given on a Noteholder's instruction by Euroclear
or Clearstream, Luxembourg or any common depositary or common safeleeper,case may

be, for them to the Agent by electronic means) in a form acceptable to Euroclear and
Clearstream, Luxembourg from time to time.

Any Put Notice or other notice given in accordance with the standard procedures of Euroclear
and Clearstream,uxembourg given by a holder of any Note pursuant to this Condition 6.4 shall
be irrevocable except where, prior to the due date of redemption, an Event of Default has
occurred and the Trustee has declared the Notes to be due and payable pursuant tm Gonditi
(Events of Default and Enforcemgnin which event such holder, at its option, may elect by
notice to the Issuer within 10 Business Days of such declaration but in any event no later than the
due date of redemption, to withdraw the notice given ursto this Condition 6.4.

Promptly upon the Issuer becoming aware that a Change of Control Putiagemtcurred, the
Issuer shall notifythe Trusteeand provide the Change of Control PuEvent Notice to the
Noteholdersn accordance with Condition 1RI¢tices.

For the purposes of this Condition 6.4:

"Acting in Concert" means Persons who cooperate on the basis of an agreement, either
expressed or tacit, verbal or written, even if invalid or ineffective, aimed at acquiring,
maintaining or consolidatingoatrol of Pirelli or frustrating the achievement of the objectives of

a takeover bid or exchange offer;

"Change of Control' means, save for a Permitted Change of Control:
() the Sponsor, individually or Acting in Concert with the mRigred Investor:

(A) at any time ceases to control directly and/or indirectly more than 25per cent. of
the ordinary voting shares of Pirelli; or

(B) at any time, ceases to beneficially own and control (directly or indirectly) a
greater percentage of the ordinatyages or the votes attaching to ordinary
shares of Pirelli than any other person or persons Acting in Concert; or

(i) at any time, any person or persons Acting in Concert, other than the Sponsor and/or the
Permitted Investor and/or any of their Subsidiariggoints or removes the majority of
the board of directors of Pirelli,

provided that:

(a) in the event any of the requirements ungaragraphsi) or (ii) above ceases to apply or
is no longer satisfied but the Permitted Investor directly or indirectly dsriicelli, no
Change of Control shall be deemed to have taken place to the extent all the requirements
under paragraphs (i), (i) and (iii) of the definition of Permitted Investor are satisfied,;
and

(b) (x) in the event the Permitted Investor directly oriiedtly controls Pirelli and any of
the requirements under paragraphs (i), (ii) or (iii) of the definition of Permitted Investor
ceases to apply or is no longer satisfied or, (y) following the occurrence of a Permitted
Change of Control under (i) or (iif the definition thereof, any of paragraphs (A) or (B)
under limb (i) of the definition of Permitted Change of Control or paragraph (B) under
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limb (i) of the definition of Permitted Change of Control (as applicable) ceases to apply
or is no longer satisfid, a Change of Control shall have taken place for all purposes
hereof.

For purposes of the definition of Change of Control, Permitted Change of Control and Permitted
Investor, ‘tontrol" means the power (whether by way of ownership ofeshar otherwise) to:

0] cast or control the casting of more than 50 per cent. of the maximum number of votes
that might be cast at a general meeting of the relevant company; or

(i) appoint or remove or control the appointment or removal of the majority of riwetatis
or other equivalent officers of the relevant company; or

(iii) otherwise direct the management of the relevant company;

it being acknowledged for the sake of clarity that no Change of Control shall have taken place
under paragraphs (a) and (b) of theyso to the definition of Change of Control (or for the
purpose of interpreting the definition ofdntrol" above), as applicable, in the event that the
Sponsor and the Permitted Investor, individually or Acting in Concert, have less than at any time
25percent., indirect ownership in Pirelli but it or (as applicable) they, and/or one or more of its
or their Subsidiaries hold, individually or in aggregate, at any time more than 25 per cent. of the
ordinary voting shares of Pirelli.

"Change of Control Period' means the period from the date of the first public announcement of

an arrangement or event that could result in a Change of Control until the end-d&g 9€riod
following public notice of the occurrence of the relev&@hange of Control (or such longer
period as the Rating of Pirelli or such other relevant entity, as applicable, is under examination by
a Ratings Agency for a Rating to be assigned or reviewed, provided that such Rating assignment
or Rating review period@A) has been publicly announced within the period ending 90 days after
the date of the public notice of the occurrence of the relevant Change of Control and (B) does not
exceed a period of 90 days after the date of the announcement referred to in dugngrec
paragraph (A)).

"Change of Control Put Daté means the day which is seven days after the expiration of the
Change of Control Put Period.

A "Change of Control Put Event shall occu if
(a) a Change of Control occurs; or

(b) there occurs a solvent dissolution of the Issuer or the Guarantor other than pursuant to a
Permitted Merger;

and in either casgaragraph{@) or (b) above the relevant Change of Control Period has expired.

"Change of @ntrol Put Event Notice' means a notice given by the Issuer to the Noteholders in
accordance with Condition JRoticed specifying:

(a) that Noteholders are entitled to exercise the Change of Control Put option;

(b) theprocedure for exercising the Change of Control Put option; and

(c) such other information relating to the Change of Control Put option as the Trustee may
require.

"Change of Control Put Period means 90 days from the date which the Change of Control
Put Event Notice is duly given to Noteholders.

"Investment Grade" means a Rating assigned by a Ratings Agency which is at least equal to, or
better than, Baa3 (i -inthehcas otFich er S&H) or Bhoequivgiedts ) BBB
Rating awarded by another Ratings Agency.

"Permitted Change of Control' means:
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0] the amalgamation, merger or corporate reorganisation (including without limitation
through a contribugin in kind) of the Sponsor with any person which would otherwise
result in a Change of Control pursuant to the definition thereof but for the fact that all of
the following conditions are met:

(A) the surviving entity is, or is directly or indirectly contrallbdy, a statowned
company organised under the laws of the People's Republic of China; and

(B) the surviving entity and any of its respective directors, officers is not a
Sanctioned Person or an SSI Person; or

(ii) the amalgamation, merger or corporate reorganoisatincluding without limitation
through a contribution in kind) of Pirelli with any person which would otherwise result
in a Change of Control pursuant to the definition thereof but for the fact that all of the
following conditions are met:

(A) the survivingentity (which is not Pirelli) will assume all or substantially all of
the assets and liabilities of Pirelli, including all its rights and obligations under
or in respect of the Notes in accordance with the applicable law;

(B) the surviving entity and any dfs respective directors or officers is not a
Sanctioned Person or an SSI Person; and

©) the surviving entity (which may or may not be Pirelli) at the end of the Change
of Control Period has the Required Rating.

Promptly upon Pirelli becoming aware that arRigled Change of Control has occurred, Pirelli

shall notify the Trustee of such in accordance with ConditionNidti¢es specifying that the
abovementioned conditions required for a Permitted Change of Control have been met, and shall
provide all such otlr information relating to the Permitted Change Control as the Trustee may
reasonably require to the extent they are available for Pirelli.

"Permitted Investor” means Camfin S.p. A., a company enrol |l
of Milan under Tax Code No. 00795290154 or any special purpose company in each case,
provided that the following requirements are satisfied:

0] such company and any of its respective directors or officers is not a Sanctioned Person
or an SSI Person;

(i) at anytime, Marco Tronchetti Provera or a person nominated by Marco Tronchetti
Provera is the Chief Executive Officer of such company and the Chief Executive Officer
of Pirelli (in each case performing the functions normally associated with such roles);
and

iii) Marco Tronchetti Provera or his immediate family (which shall mean the ambit which
includes wife, daughters and sons, nieces and nephews) controls through voting rights,
either directly or through his or their nominees, as applicable, the board ofosuphrty
(including the operations and investments thereof) or more than 50 per cent. of the
issued and outstanding voting shares or equity capital of such company is beneficially
owned, directly or indirectly at any time, by Marco Tronchetti Provera ontrizediate
family (which shall mean the ambit which includes wife, daughters and sons, nieces and
nephews).

Promptly upon Pirelli becoming aware that a Permitted Investor directly or indirectly controls
Pirelli, it shall notify the Trustee of such in accande with Condition 12Notice$ specifying

that the abovementioned conditions required for a Permitted Investor have been met, and shall
provide all such other information relating to the Permitted Investor as the Trustee may
reasonably require to the ext they are available for Pirelli.

"Permitted Merger" means the amalgamation, merger or corporate reorganisation (including

without limitation through a contribution in kind) of the Issuer or the Guarantor (as applicable)
where tle surviving entity (which is not the Issuer or the Guarantor as applicable) will assume all
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or substantially all of the assets and liabilities of the Issuer or the Guarantor as applicable,
including all its rights and obligations under or in respect ofNbées in accordance with the
applicable law, and no Change of Control has occurred.

"Rating" means a credit rating assigned by a Ratings Agency, which may be either (i) public or
(i) private/confidential and disclosed to the Trustee miedtithat the Trustee is duly authorised

to notify such Rating to the Noteholders if strictly necessary and only if in compliance with
applicable laws, or the rating is otherwise made public by the Issuer at the same time.

"Ratings Agency means Moody's Investors Services LtdM@ody's"), Fitch Ratings Ltd
("Fitch™), Standard & Poor's Rating Services, a division of the McGraw Hill Companies Inc.
("S&P") or any of their successors.

"Required Rating" means, if immediately prior to the commencement of the Change of Control
Period:

(a) Pirelli has a Rating from any of the Ratings Agencies, a Rating which is at least as high
as such Rating of Pirelli; and

(b) Pirelli does not have ad®ng from any of the Ratings Agencies, an Investment Grade
Rating.

"Sanctioned Country' means, at any time, a country or territory which is the subject or target of any
Sanctions from time to time.

"Sanctioned Persohmeans, at any time:

(a) any person list on the list of Specially Designated Nationals and Blocked Persons
maintained by the Office of Foreign Assets Control of the U.S. Department of the
Treasury, or any person subject to an asset freeze or a general prohibition on all
transactions under anyaBctionsrelated list of designated persons maintained by the
U.S. Department of State, or by the United Nations Security Council, the European
Union or any EU member state;

(b) any person ordinarily resident, located or organised in a Sanctioned Country; or
(c) any person owned or controlled by any such person.

"Sanctions means all economic or financial sanctions or trade embargoes imposed,
administered or enforced from time to time by:

(a) the U.S. government, including those administered by tHeeObf Foreign Assets
Control of the U.S. Department of the Treasury or the U.S. Department of State; or

(b) the United Nations Security Council, the European Union or Her Majesty's Treasury of
the United Kingdom,

and collectively, the entities listed in pgraphs (a) and (b) above (including any successor
entities that administer Sanctions) being tBarictions Authorities'.

"SSI Persoi means, at any time, a person listed on the Sectoral Sanctions |deatifichist
maintained by the Office of Foreign Assets Control of the U.S. Department of the Treasury.

"Sponsot' means China National Chemical Corporation or the entity resulting from a Permitted
Change of Control.
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6.5

6.6

6.7

Early Redemption Amounts

For the purpose of Condition 6(@®edemption for Tax Reasgrabove and ConditioB (Events
of Default and Enforcementeach Note will be redeemed at its Early Redemption Amount
calculated as follows:

(a) in the case of a Note with a Final Redemption Amountktuthe Issue Price of the
first Tranche of the Series, at the Final Redemption Amount thereof;

(b) in the case of a Note (other than a Zero Coupon Note) with a Final Redemption Amount
which is or may be less or greater than the Issue Price of the firsthEram the Series,
at the amount specified in the applicable Final Terms or, if no such amount or manner is
so specified in the applicable Final Terms, at its nominal amount; or

(c) in the case of a Zero Coupon Note, at an amount "@mortised Face Amount’)
calculated in accordance with the following formula:

Early Redemption Amount &P (1+ AY)”

where:

RP means the Reference Price;

AY means the Accrual Yield expressed as a decimal; and

y is the Day Count Fraction specified in the appliedtinal Terms which will be
either (i) 30/360 (in which case the numerator will be equal to the number of
days (calculated on the basis of a @B year consisting of 12 months of 30
days each) from (and including) the Issue Date of the first Tranctie dotes
to (but excluding) the date fixed for redemption or (as the case may be) the date
upon which such Note becomes due and repayable and the denominator will be
360) or (ii) Actual/360 (in which case the numerator will be equal to the actual
number é days from (and including) the Issue Date of the first Tranche of the
Notes to (but excluding) the date fixed for redemption or (as the case may be)
the date upon which such Note becomes due and repayable and the denominator
will be 360) or (iii) Actual/®5 (in which case the numerator will be equal to the
actual number of days from (and including) the Issue Date of the first Tranche
of the Notes to (but excluding) the date fixed for redemption or (as the case may
be) the date upon which such Note becordes and repayable and the
denominator will be 365).

Specific redemption provisions applicable to certain types of Exempt Notes

The Final Redemption Amount, any Optional Redemption Amount and the Early Redemption
Amount in respect of Index Linked Redemptibiotes and Dual Currency Redemption Notes
may be specified in, or determined in the manner specified in, the applicable Final Terms. For the
purposes of Condition 6.¢Redemption for Tax Reasdnmdex Linked Interest Notes and Dual
Currency Interest Nogemay be redeemed only on an Interest Payment Date.

Instalment Notes will be redeemed in the Instalment Amounts and on the Instalment Dates
specified in the applicable Pricing Supplement. In the case of early redemption, the Early
Redemption Amount of Inatment Notes will be determined in the manner specified in the
applicable Pricing Supplement.

Partly Paid Notes will be redeemed, whether at maturity, early redemption or otherwise, in
accordance with the provisions of this Conditéf and the applicablBricing Supplement.

Purchases

The Issuer, the Guarantor (if the Notes are Guaranteed Notes) or any Subsidiary of the Issuer, the
Guarantor (if the Notes are Guaranteed Notes) may at any time purchasepkmiaked that,
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6.8

6.9

6.10

in the case of definitive Noteall unmatured Receipts, Coupons and Talons appertaining thereto
are purchased therewith) at any price in the open market or otherwise. Such Notes, if issued by
Pirelli, may be held, reissued, resold or, at the option of the Issuer or the GuarantoN@fake

are Guaranteed Notes), surrendered to any Paying Agent for cancellation. Any such Notes issued
by Pirelli International shall be surrendered to any Paying Agent for cancellation.

Cancellation

All Notes which are redeemed will forthwith be cancellemyéther with all unmatured Receipts,
Coupons and Talons attached thereto or surrendered therewith at the time of redemption). All
Notes so cancelled and any Notes purchased and cancelled pursuant to CondiBarcBakep

above (together with all unmaed Receipts, Coupons and Talons cancelled therewith) shall be
forwarded to the Agent and cannot be reissued or resold.

Late payment on Zero Coupon Notes

If the amount payable in respect of any Zero Coupon Note upon redemption of such Zero
Coupon Note pwuant to Condition 6.IRedemption at Maturi}y 6.2 (Redemption for Tax
Reasonk 6.3 (Redemption at the Option of the Issuer (Issuer Latl) 6.4 (Redemption at the
Option of the Noteholders (Investor Put/Change of Control Patipve or upon its beatng

due and repable as provided in Condition(&vents of Default and Enforcemgig improperly
withheld or refused, the amount due and repayable in respect of such Zero Coupon Note shall be
the amount calculated as provided in Condition 6.5(c) abswbaugh the references therein to

the date fixed for the redemption or the date upon which such Zero Coupon Note becomes due
and payable were replaced by references to the date which is the earlier of:

(a) the date on which all amounts due in respect of Zgrb Coupon Note have been paid;
and
(b) five days after the date on which the full amount of the moneys payable in respect of

such Zero Coupon Notes has been received by the Agent or the Trustee and notice to that
effect has been given to the Noteholdersdcoadance with Condition 1@Notice3.

Make-Whole Issuer Call

The Issuer may redeem at any time in whole or in part any Series of the Notes then outstanding at
an amount equal to the Makghole Amount together with interest (if any) accrued to (but
excluding) the relevant redemption @athaving given not less than #ays nor more than 60

days prior notice to the Noteholders in accordance with ConditiofNdfceg (which notice

shall be irrevocable and shall specify the date fixed for redemption, (atetthé Make-Whole

Optional Redemption Date").

As used in this Condition 6.10:
"Make-Whole Amount" means an amount calculated by the Agent equal to the higher of:
(a) 100 per cent. of the principal amount of the Note to be redeamed;

(b) as determined by the Reference Dealers (as defined below), the sum of the then current
values of the remaining scheduled payments of principal and interest (not including any
interest accrued on the Notes to, but excluding, the Mekele Optional Redaption
Date) discounted to the Mak®hole Optional Redemption Date on an annual basis
(based on the actual number of days elapsed divided by 365 or (in the case of a leap year)
by 366) at the Reference Dealer Rate (as defined below) plus the Redempiim, Mar

plus, in each case, any interest accrued on the Notes to, but excluding, théVkialkeOptional
Redemption Date.

As used in this Condition 6.10

"Redemption Margin" shall be as set out in the applicable Final Terms;
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"Reference Bond shall be as set out in the applicable Final Terms;
"Reference Dealersshall be as set out in the applicable Final Terms; and

"Reference Dealer Raté means with respédo the Reference Dealers and the Makkole
Optional Redemption Date, the average of at least three quotations of tmearkiet annual

yield to maturity of the Reference Bond or, if the Reference Bond is no longer outstanding, a
similar security in theeasonable judgement of the Reference Dealers at 11.00 a.m. London time
on the third business day in London preceding the Méakele Optional Redemption Date
guoted in writing to the Issuer and the Trustee by the Reference Dealers.

In the case of a partisédemption of Notes, the Notes to be redeemiedtlfis Condition 6.10
"Redeemed Note§ will be selected individually by lot, in the case of Redeemed Notes
represented by definitive Notes, and in accordance with the rules of &aroahd/or
Clearstream, Luxembourg, (to be reflected in the records of Euroclear and Clearstream,
Luxembourg as either a pool factor or a reduction in nominal amount, at their discretion) in the
case of Redeemed Notes represented by a Global Note, nothanr80 days prior to the date
fixed for redemptionif this Condition 6.1Guch date of selection being hereinafter called the
"Selection Daté). In the case of Redeemed Notes represented by definitive Notes, a list of the
serial umbers of such Redeemed Notes will be published in accordance with Condition 12
(Notices) not less than 15 days prior to the date fixed for redemption. No exchange of the
relevant Global Note will be permitted during the period from (and including) tleeti®ed Date

to (and including) the date fixed for redemption pursuant to this Condition 6.10 and notice to that
effect shall be given by the Issuer to the Noteholders in accordance with Condi{Notic2s)

at least five days prior to the Selection Date.

TAXATION

All payments of principal and interest in respect of the Notes, Receipts and Coupons by or on
behalf of the Issuer or the Guarantor (if the Notes are Guaranteed Notes) will be made free and
clear of and without withholding or deduction for or account of any present or future taxes,
duties, assessments or government charges of whatever nature '()'Trapesed or levied by or

on behalf of any Tax Jurisdiction (as defined below) unless such withholding or deduction is
required by lav. In such event, the Issuer or, as the case may be, the Guarantor (if the Notes are
Guaranteed Notes) wiflay such additional amountédditional Amount' as shall be necessary

in order that the net amounts received by the holders of the Notes, Rece@usigons after

such withholding or deduction shall equal the respective amounts of principal and interest which
would otherwise have been receivable in respect of the Notes, Receipts or Coupons, as the case
may be, in the absence of such withholding odu¢ion; except that no such Additional
Amounts shall be payable with respect to any Note, Receipt or Coupon:

(a) presented for payment in the Republic of Italy or the United Kingdom; or

(b) the holder of which is liable for such taxes or duties in respect bfiSate, Receipt or
Coupon by reason of his having some connection with a Tax Jurisdiction other than the
mere holding of such Note, Receipt or Coupon; or

(c) presented for payment by, or on behalf th holder who would be entitled to avoid
such withholdingor deductiornin respect of such Note, Receipt or Coufpyrmaking or
procuring a declaration of nenesidence or other similar claim for exemption to the
relevant tax authorityhut has omitted to do so or failed to comply with applicable law in
making orprocuring such declaration or clgior

(d) presented for payment more than 30 days after the Relevant Date (as defined below)
except to the extent that the holder thereof would have been entitled to an additional
amount on presenting the same for paymensweh thirtieth day assuming that day to
have been a Payment Day (as defined in ConditionFagnient Da)); or

(e) in circumstances in which the procedures required under Italian Legislative Decree no.
239 of 1 April 1996 '(Decree 239) in order to benefitrbm an exemption frormposta
sostitutiva have not been met or complied with Agy holder who would be eligible
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under Decree 239 to benefit from such exemption fimmposta sostitutivaexcept where
such procedures have not been met or complied withaltlee adbns or omissions of
the Issuer; or

® in respect of payments by Pirelli or Pirelli Tyre, on accouningjosta sostitutivaor
other withholding taxes pursuant to Decree 239, or Law Decree no. 512 of 2 August
1983, in each case as amended and sopgyited, or

(9) any combination of the above.

Notwithstanding anything to the contrary contained herein, any amounts to be paid by the Issuers or the
Guarantors on the Notes will be paid net of any deduction or withholding imposed or required pursuant to
Sectbns 1471 through 1474 of the Code, as amended, any current or future regulations or official
interpretations thereof, any agreement entered into pursuant to Section 1471(b) of the Code, or any fiscal
or regulatory legislation, rules or practices adoptedymnt to any intergovernmental agreement entered

into in connection with the implementation of such Sections of the Code (or any law implementing such
an intergovernmental agreement) @ATCA Withholding Tax "), and none of he Issuers or the
Guarantors will be required to pay additional amounts on account of any FATCA Withholding Tax.

As used herein:

"Tax Jurisdiction” means the Republic of Italy or any political subdivision or any authority thereof o
therein having power to tax (in the case of payments by Pirelli or Pirelli Tyre) or the United Kingdom or
any political subdivision or any authority thereof or therein having power to tax (in the case of payments
by Pirelli International); and

the 'Relevant Date' means the date on which such payment first becomes due, except that, if the full
amount of the moneys payable has not been duly received by the Trustee or the Agent on or prior to such
due date, it means the date on whitte tull amount of such moneys having been so received, notice to
that effect is duly given to the Noteholders in accordance with ConditigNdtzes.

8. EVENTS OF DEFAULT AND ENFORCEMENT
8.1 Events of Default

The Trustee at its discretion may, and if so esged in writing by the holders of at least -one
quarter in nominal amount of the Notes then outstanding or if so directed by an Extraordinary
Resolution shi§ (subject in each case to being indemnified and/or secured and/fumpled to

its satisfactioh (but in the case of the happening of any of the events descril@mhditions 8.1

(b) to8.1(d) (other than the winding up or dissolution of the Issuer or the Guarantor (if the Notes
are Guaranteed Notes).,1(e) to8.1(g) inclusive, and (in respect ofich paragraphs (other than

as aforesaid)®.1(i) below, only if the Trustee shall have certified in writing to the Issuer and the
Guarantor (if the Notes are Guaranteed Notes) that such event is, in its opinion, materially
prejudicial to the interests dfi¢ Noteholders), give notice in writing to the Issuer that each Note
is, and each Note shall thereupon immediately become, due and repayable at its Early
Redemption Amount together with accrued interest as provided in the Trust Deed if any of the
following events (each atEvent of Default') shall occur:

(a) if default is made in the payment of any principal or interest due in respect of the Notes
or any of them and the default continues for a period of ¥4, aa

(b) if the Issuer or the&uarantor (if the Notes are Guaranteed Notes) fails to perform or
observe any of its other obligations under the Conditions or the Trust Deed and (except
in any case where, in the opinion of the Trustee, the failure is incapable of remedy when
no such comhuation or notice as is hereinafter mentioned will be required) the failure
continues for the period of 45 days next following the service by the Trustee on the
Issuer or the Guarantor (if the Notes are Guaranteed Notes) (as the case may be) of
notice reqiring the same to be remedied; or
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(©)

(d)

(e)

®

)

2199363-11-v17.0

if (i) any Indebtedness for Borrowedoney (as defined in Condition® of the Issuer,

the Guarantor (if the Notes are Guaranteed Notes) or any Material Subsidiary (as defined
in Condition 3.2(Interpretation$) becomeslue and repayable prematurely by reason of

an event of default (however described); (ii) the Issuer, the Guarantor (if the Notes are
Guaranteed Notes) or any Material Subsidiary fails to make any payment in respect of
any Indebtedness for Borrowed Moneytbe due date for payment as extended by any
originally applicable grace period; or (iii) default is made by the Issuer, the Guarantor (if
the Notes are Guaranteed Notes) or any Material Subsidiary in making any payment due
under any guarantee and/or indéty given by it in relation to any Indebtedness for
Borrowed Money of any other person, save (in the case of (i),or (ii) above) where the
Issuer, the Guarantor (if the Notes are Guaranteed Notes) or the relevant Material
Subsidiary (as the case may bedmtesting in good faith in a competent court that the
relevant Indebtedness for Borrowed Money is due and repayablerevided further

that no event described in thiSondition 81(c) shall constitute an Event of Default
unless (1) the relevant Indeltess for Borrowed Money or other relative liability due
and unpaid, either alone or when aggregated (without duplication) with other amounts of
Indebtedness for Borrowed Money and/or other liabilities due and unpaid in respect of
all (if any) otherevents peci fied in (i) to (iv) above
its equivalent in any other currency) and (2) the relevant default has been subsisting
(following expiry of any applicable grace period) for at least 45 days; or

if any order is made by sircompetent court or resolution passed for the winding up or
dissolution (other than a solvent winding up or solvent dissolution) of the Issuer, the
Guarantor (if the Notes are Guaranteed Notes) or any Material Subsidiary, and such
order or resolution isnot discharged or cancelled within 60 days, save on terms
previously approved in writing by the Trustee or by an Extraordinary Resolution of the
Noteholders, or for the purpose of a Permitted Reorgtais (as defined in Condition

8.3); or

if the Issuer,the Guarantor (if the Notes are Guaranteed Notes) or any Material
Subsidiary ceases to carry on all or substantially all of its business, or the Issuer, the
Guarantor (if the Notes are Guaranteed Notes) or any Material Subsidiary stops payment
of, or is wable to, or admits inability to, pay, its debts (or any class of its debts) as they
fall due, or is deemed unable to pay its debts pursuant to or for the purposes of any
applicable law, or is adjudicated or found bankrupt or insolvent, save, in eacli)case,
terms approved in writing by the Trustee or by an Extraordinary Resolution of the
Noteholders, or (ii) for the purpose of a Permitted Reorganisation; or

if (A) proceedings are initiated against the Issuer, the Guarantor (if the Notes are
GuaranteedNotes) or any Material Subsidiary under any applicable liquidation (other
than a solvent liquidation), insolvency, composition, reorganisation or other similar laws,
or an application is made (or documents filed with a court) for the appointment of an
administrative or other receiver, manager, administrator or other similar official, or an
administrative or other receiver, manager, administrator or other similar official is
appointed, in relation to the Issuer, the Guarantor (if the Notes are Guarantesjid¥o

any Material Subsidiary or, as the case may be, in relation to all or substantially all of the
undertaking or assets of any of them, or an encumbrancer takes possession of all or
substantially all of the undertaking or assets of any of them, asteesk, execution,
attachment, sequestration or other process is levied, enforced upon, sued out or put in
force against all or substantially all of the undertaking or assets of any of them and (B) in
any case (other than the appointment of an admirgsra not discharged within 60

days provided, however, thatthis Condition 81(f) shall not apply to any proceedings
which the Issuer, the Guarantor (if the Notes are Guaranteed Notes) or the relevant
Material Subsidiary is contesting in good faith apr@aous, frivolous or vexatious in
nature); or

if the Issuer, the Guarantor (if the Notes are Guaranteed Notes) or any Material
Subsidiary initiates or consents to judicial proceedings relating to itself under any
applicable liquidation, insolvency, congition, reorganisation or other similar laws

(including the obtaining of a moratorium) or makes a conveyance or assignment for the
benefit of, or enters into any composition or other arrangement with, its creditors
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8.2

8.3

generally (or any class of its creditom)any meeting is convened to consider a proposal
for an arrangement or composition with its creditors generally (or any class of its
creditors), save (i) on terms approved in writing by the Trustee or by an Extraordinary
Resolution of the Noteholders, @i) for the purpose of a Permitted Reorganisation;

(h) if the Notes are Guaranteed Notes, if the Guarantee ceases to be, or is claimed by the
Issuer or the Guarantor not to be, in full force affdct save that this Condition Hh)
shall not apply (i) to my release of a Guarantor from its obligations as Guarantor
pursuant to Condition 2.Rglease and Appointment of Guaranf@above or (ii) upon or
following the occurrence of a Pirelli dger (as defined in Condition3.; or

() if any event occurs which, der the laws of any Relevant Jurisdiction, has or may have,
in the Trustee's opinion, based on legal advice received by the Trustee relating to the
laws of the Relevant Jurisdiction, an analogous effect to any of the events referred to in
Conditions8.1(d) to 8.1(h) above.

For the avoidance of doubt, no event which is a Change of Control Put Event will constitute an
Event of Default

Enforcement

The Trustee may at any time, at its discretion and without notice, take such proceedings or any
other action agast the Issuer and/or the Guarantor (if the Notes are Guaranteed Notes) as it may
think fit to enforce the provisions of the Trust Deed, these Conditions, the Notes, the Receipts
and the Coupons, but it shall not be bound to take any such proceedingsath@maction in
relation to the Trust Deed, these Conditions, the Notes, the Receipts or the Coupons unless (i) it
shall have been so directed by an Extraordinary Resolution or so requested in writing by the
holders of at least orifth in nominal amounhof the Notes then outstanding and (ii) it shall have
been indemnifieé@nd/or secured and/or piended to its satisfaction

No Noteholder, Receiptholder or Couponholder shall be entitled to proceed directly against the
Issuer or the Guarantor (if the Mstare Guaranteed Notes) unless the Trustee, having become
bound so to proceed, fails so to do within a reasonable period and the failure shall be continuing.

Definitions
For the purposes of the Conditions:

"Indebtedness for Borrowed Money means (i) any present or future indebtedness (whether
being principal, premium, interest or other amounts) of any Person for or in respect of any
borrowed money or any liability under or in respect of any amount raised by aceeptater

any acceptance credit facility or (ii) any guarantee or indemnity in respect of such indebtedness;

"Permitted Reorganisation' means:

0] in respect of the Issuer or the Guarantor (if the Notes are Guaranteed Noges), an
amalgamation, merger, demerger, reconstruction, reorganisation, consolidation, transfer
or contribution of assets or other similar transaction whilst solvent of the Issuer or the
Guarantor (if the Notes are Guaranteed Notes) whereby all or substaaliadiythe
assets and liabilities of the Issuer or the Guarantor, including all its rights and obligations
under or in respect of the Notes (in the case of the Issuer), the Trust Deed and (in the
case of the Guarantor, if the Notes are Guaranteed Nose§urrantee (if any such
obligations exist at such time), will be assumed in accordance with applicable law by a
Person which, immediately after such assumption, is a member of the Pirelli Group; or

(ii) in respect of any Material Subsidiary, any amalgamatiorerger, demerger,
reconstruction, reorganisation, consolidation, transfer or contribution of assets or other
similar transaction whilst solvent of the relevant Material Subsidiary under which all or
substantially all of the assets and liabilities of thetévial Subsidiary are transferred,
sold, contributed, assigned or otherwise vested in Pirelli or any member of the Pirelli
Group.
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10.

11.

"Pirelli Merger" means any amalgamation, merger, consolidation or similar transaction carried
out betwen Pirelli Tyre and another company in the Pirelli Group and pursuant to which only a
single entity (the Surviving Entity") survives and the Surviving Entity has assumed in
accordance with applicable law all of the assets andlifieb of Pirelli Tyre and such Group
company prior to the date of the relevant amalgamation, merger, consolidation or similar
transaction, including all the rights and obligations of Pirelli Tyre and such Group company
under or in respect of the NoteBetCoupons and the Trust Deed, and, following a Pirelli Merger,
references in these Conditions and the Trust Deed to Pirelli Tyre or such Group company shall
be construed as references to the Surviving Entity

"Relevant Jurisdiction” means each of the Republic of Italy and the United Kingdom.
REPLACEMENT OF NOTES, RECEIPTS, COUPONS AND TALONS

Should any Note, Receipt, Coupon or Talon be lost, stolen, mutilated, defaced or destroyed, it
may be replaced at the specified offafethe Agent upon payment by the claimant of such costs

and expenses as may be incurred in connection therewith and on such terms as to evidence and
indemnity as the Issuer may reasonably require. Mutilated or defaced Notes, Receipts, Coupons
or Talons met be surrendered before replacements will be issued.

PAYING AGENTS

The names of the initial Paying Agents and their initial specified offices are set out below. If any
additional Paying Agents are appointed in connection with any Series, the hames Bagnch
Agents will be specified in Part B of the applicable Final Terms.

The Issuer is entitled, with the prior written approval of the Trustee, to vary or terminate the
appointment of any Paying Agent and/or appoint additional or other Paying Agents and/
approve any change in the specified office through which any Paying Agerragigded that:

(@) there will at all times be an Agent;

(b) so long as the Notes are listed on any stock exchange or admitted to listing by any other
relevant authority, there witht all times be a Paying Agent with a specified office in
such place as may be required by the rules and regulations of the relevant stock
exchange or other relevant authority; and

(c) there will at all times be a Paying Agent in a jurisdiction within Eurapleer than the
jurisdiction in which the Issuer or the Guarantor (if the Notes are Guaranteed Notes) is
incorporated.

In addition, the Issuer shall forthwith appoint a Paying Agent having a specified office in New
York City in the circumstances describad Condition 5.5 General provisions applicable to
payments Notice of any variation, termination, appointment or change in Paying Agents will be
given to the Noteholders promptly by the Issuer in accordance with Conditidtoii2es.

In acting under thé\gency Agreement, the Paying Agents act solely as agents of the Issuer and
the Guarantor (if the Notes are Guaranteed Notes) and, in certain circumstances specified therein,
of the Trustee, and do not assume any obligation to, or relationship of agengst avith, any
Noteholders, Receiptholders or Couponholders. The Agency Agreement contains provisions
permitting any entity into which any Paying Agent is merged or converted or with which it is
consolidated or to which it transfers all or substantiallyof its assets to become the successor
paying agent.

EXCHANGE OF TALONS

On and after the Interest Payment Date on which the final Coupon comprised in any Coupon
sheet matures, the Talon (if any) forming part of such Coupon sheet may be surrendezed at th
specified office of the Agent or any other Paying Agent in exchange for a further Coupon sheet
including (if such further Coupon sheet does not include Coupons to (and including) the final
date for the payment of interest due in respect of the Noteithwtappertains) a further Talon,
subject to the provisions of Condition 1Bréscriptior).
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13.

131

NOTICES

All notices regarding the Notes will be deemed to be validly given if published (a) in a leading
English language daily newspaper of general circulationondon, and (b) if and for so long as

the Notes are admitted to trading on, and listed on the Official List of the Luxembourg Stock
Exchange, a daily newspaper of general circulation in Luxembourg or the Luxembourg Stock
Exchange's websiteyww.bourse.lult is expected that any such publication in a newspaper will

be made in thdminancial Timesin London and the_uxemburger Worbr the Tageblattin
Luxembourg. The Issuer shall also ensure that notices are duly published in a manner which
complies with tle rules of any stock exchange or other relevant authority on which the Notes are
for the time being listed or by which they have been admitted to trading. Any such notice will be
deemed to have been given on the date of the first publication or, wheiredaqube published

in more than one newspaper, on the date of the first publication in all required newspapers. If
publication as provided above is not practicable, a notice will be given in such other manner, and
will be deemed to have been given ontsdate, as the Trustee shall approve.

Until such time as any definitive Notes are issued, there may, so long as any Global Notes
representing the Notes are held in their entirety on behalf of Euroclear and/or Clearstream,

Luxembourg, be substituted for $ugublication in such newspaper(s) the delivery of the
relevant notice to Euroclear and/or Clearstream, Luxembourg for communication by them to the
holders of the Notes and, in addition, for so long as any Notes are listed on a stock exchange or
are admittd to trading by another relevant authority and the rules of that stock exchange or
relevant authority so require, such notice will be published in a daily newspaper of general
circulation in the place or places required by those rules. Any such notitdsldeemed to

have been given to the holders of the Notes on such day as is specified in the applicable Final
Terms after the day on which the said notice was given to Euroclear and Clearstream,
Luxembourg.

Notices to be given by any Noteholder shall ibewriting and given by lodging the same,
together (in the case of any Note in definitive form) with the relative Note or Notes, with the
Agent. Whilst any of the Notes are represented by a Global Note, such notice may be given by
any holder of a Note tché Agent through Euroclear and/or Clearstream, Luxembourg, as the
case may be, in such manner as the Agent and Euroclear and/or Clearstream, Luxembourg, as the
case may be, may approve for this purpose.

MEETINGS OF NOTEHOLDERS, MODIFICATION, WAIVER AND SUB STITUTION
Meetings of Noteholders

The Trust Deed contains provisions for convening meetings of the Noteholders to consider any
matter affecting their interests, including the sanctioning by Extraordinary Resolution of a
modification of the Notes, the Repés, the Coupons or any of the provisions of the Trust Deed.
The above provisions are subject to compliance with mandatory laws, rules and regulations of the
Republic of Italy in force from time to time.

() In relation to Notes issued by Pirelli Internatigreaich meeting may be convened by the
Issuer, the Guarantor (if the Notes are Guaranteed Notes) or the Trustee and shall be
convened by the Issuer if required in writing by Noteholders holding not less than five
per cent. in aggregate nominal amount of thetes for the time being remaining
outstanding. The quorum at any such meeting for passing an Extraordinary Resolution is
one or more persons holding or representing not less than 50 per cent. in aggregate
nominal amount of the Notes for the time beingstanding, or at any adjourned meeting
one or more persons being or representing Noteholders whatever the aggregate nominal
amount of the Notes so held or represented, except that at any meeting the business of
which includes the modification of certainopisions of the Notes, the Receipts or the
Coupons or the Trust Deed (including modifying the date of maturity of the Notes or any
date for payment of interest thereon, reducing or cancelling the amount of principal or
the rate of interest payable in respef the Notes or altering the currency of payment of
the Notes, the Receipts or the Coupons), the quorum shall be one or more persons
holding or representing not less than {thods in aggregate nominal amount of the
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Notes for the time being outstandjngr at any adjourned such meeting one or more
persons holding or representing not less than tmel in aggregate nominal amount of
the Notes for the time being outstanding.

(i) In relation to Notes issued by Pirelli, such meeting may be convened by &wtdrsrof
the Issuer or the Noteholders' Representative (as defined below) at their discretion and
shall be convened by the Issuer at the request of the Trustee or, subject to mandatory
provisions of Italian law, upon a requisition in writing signed byhbklers of not less
than onetwentieth in aggregate nominal amount of the Notes for the time being
outstanding. If the Issuer defaults in convening such a meeting following such request or
requisition by the Noteholders representing not less tharvesieth in aggregate
nominal amount of the Notes for the time being outstanding, the same may be convened
by decision of the president of the competent court upon request by such Noteholders in
accordance with article 2367, paragraph 2 of the Italian CivileC Every such meeting
shall be held at such place as provided pursuant to Article 2363 of the Italian Civil Code,
or as the Trustee may appoint or approve in writing. The constitution of any such
meeting and the validity of resolution thereof shall beegoed pursuant to the provision
of Italian laws (including, without limitation, Legislative Decree No. 58 of 24 February
1998) and the Issuer's Baws in force from time to time. Italian law currently provides
that (subject as provided below) the quomeguired at any such meeting will be: (A) in
the case of a multiple calls meeting (i) in the case of a first meeting, one or more persons
present being or representing Noteholders and holding not less than one half of the
aggregate nominal amount of thetll® for the time being outstanding; (ii) in the case of
an adjourned meeting, one or more persons present being or representing Noteholders
and holding more than one third of the aggregate nominal amount of the Notes for the
time being outstanding; andifiin the case of a further adjourned meeting, one or more
persons present being or representing Noteholders and holding not less than one fifth of
the aggregate nominal amount of the Notes for the time being outstapdinided
that the Issuer's byaws may in each case (to the extent permitted under the applicable
laws and regulations of the Republic of Italy) provide for a different majority; and (B) in
the case of a single call meeting, the quorum under (A)(iii)) above shall gppWded
that a different majority may be required by the Issuer'dawys. The majority required
to pass a resolution at any meeting (including, where applicable, an adjourned meeting)
will be not less than twthirds of thenominalprincipal amount of the outstanding Notes
represented at the meetimgpvided however that(A) considering certain proposals, as
set out in article 2415 paragraph 1, item 2 of the Italian Civil Code (including any
proposal to modify the maturity of the Notes or the dates on which interest idgaya
them; to reduce or cancel theminalamount of, or interest on, the Notes; or to change
the currency of payment of the Notes) (eacliReserved Mattel') may only be
sanctioned by a resolution passed at a meeting of the dldézh by the higher of (i) one
or more persons holding or representing not less than one half of the aggregate principal
amount of the outstanding Notes, and (ii) one or more persons holding or representing
not less than two thirds of the Notes represtiattethe meeting, and (B) the Issuer's by
laws may in each case (to the extent permitted under applicable Italian law) provide for
higher majorities.

An Extraordinary Resolution passed at any meeting of the Noteholders shall be binding on all the
Noteholdes, whether or not they are present at the meeting, and on all Receiptholders and
Couponholders.

13.2  Noteholders' Representative

In relation to Notes issued by Pirelli, a representative of the Noteholdspprésentante
comung (the "Noteholders' Representatie"), subject to applicable provisions of Italian law,

may be appointed pursuant to Article 2417 of the Italian Civil Code in order to represent the
Noteholders' interests under these Conditions and to give effecbtotiess passed at a meeting

of the Noteholders. If the Noteholders' Representative is not appointed by an Extraordinary
Resolution of the Noteholders, the Noteholders' Representative shall be appointed by a decree of
the court where the Issuer has itsisegred office at the request of one or more Noteholders or at
the request of the Directors of the Issuer. The Noteholders' Representative shall remain appointed
for a maximum period of three years but may be reappointed again thereafter.
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13.3

134

Modification and Waiver

The Trustee may agree, without the consent of the Noteholders, Receiptholders or
Couponholders, to any modification of, or to the waiver or authorisation of any breach or
proposed breach of, any of the provisions of the Notes, these ConditiorsToughh Deed (other

than in respect of a Reserved Matter in relation to Notes issued by Pirelli), or determine, without
any such consent as aforesaid, that any Event of Default shall not be treated as such (other than in
respect of a Reserved Matter inatgdn to Notes issued by Pirelli), where, in any such case, it is
not, in the opinion of the Trustee, materially prejudicial to the interests of the Noteholders so to
do or may agree, without any such consent as aforesaid, to any modification whicliaenudla

minor or technical nature or to correct a manifest error or an error which, in the opinion of the
Trustee, is proven. Any such modificatjowaiver, authorisation or determinaticshall be
binding on the Noteholders, the Receiptholders and the@dwlders and, unless the Trustee
agrees otherwise, any such modification shall be notified by the Issuer to the Noteholders in
accordance with Condition 1@Notices)as soon as practicable thereafterless the Trustee
agrees otherwise, and any such waj\authorisation or determination shall be notified by the
Issuer to the Noteholders in accordance with Condition N@i¢ed as soon as practicable
thereafter if the Trustee shall so require

In connection with the exercise by it of any of its trustswers, authorities and discretions
(including, without limitation, any modification, waiver, authorisation or determination), the
Trustee shall have regard to the general interests of the Noteholders as a class (but shall not have
regard to any interestsrising from circumstances particular to individual Noteholders,
Receiptholders or Couponholders whatever their number) and, in particular but without
limitation, shall not have regard to the consequences of any such exercise for individual
Noteholders, Regiptholders or Couponholders (whatever their number) resulting from their
being for any purpose domiciled or resident in, or otherwise connected with, or subject to the
jurisdiction of, any particular territory or any political sdlvision thereof and th&rustee shall

not be entitled to require, nor shall any Noteholder, Receiptholder or Couponholder be entitled to
claim, from the Issuer, the Guarantor (if the Notes are Guaranteed Notes), the Trustee or any
other person any indemnification or payment @spect of any tax consequences of any such
exercise upon individual Noteholders, Receiptholders or Couponholders except to the extent
already provided for in Condition 7Téxatio) and/or any undertaking or covenant given in
addition to, or in substitutiofor, Condition 7 Taxation) pursuant to the Trust Deed.

Substitution

The Trustee may, without the consent of the Noteholders, agree with the Issuer (or the previous
substitute issuer under this ConditidB.4 (the "Outgoing Issuer') to the substitution (the
"Substitution") in place of the Outgoing Issuer as the principal debtor under the Notes, the
Receipts, the Coupons and the Trust Deed of another company being a Subsidiary of Pirelli (the
"Substituted Debtor"), subject to the following:

() the Outgoing Issuer delivers to the Trustee a certificate in the form and of substance
satisfactory to the Trustees certifying that immediately prior to the Substitution, no
payment in respect of tHdotes or the Coupons is overdue and no Event of Default has
occurred together with such other matters as the Trustee may require;

(ii) the giving by the Substituted Debtor of not less than 30 days' prior notice of the
Substitution to the Noteholders in accarde withthis Condition 13, stating that copies,
or pending execution the agreed text, of all documents in relation to the Subsétsitio
listed in this Condition 13, are available for inspection at the specified office of each of
the Paying Agents;

(iii) the execution by the Substituted Debtor and by the other parties to the Trust Deed and
the Agency Agreement of a supplemental trust deed"@ubstitution Trust Deed")
and a supplemental agency agreement, respectively, ahdtwr documents (if any)
as may be necessary to give full effect to the Substitution (togethéDtoaiments')
and (without limiting the generality of the foregoing) pursuant to which the Substituted
Debtor shall undertake in favouf the Trustee and the Noteholders to be bound by these
Conditions, the Trust Deed and the Agency Agreement as fully as if the Substituted
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Debtor had been named in the Notes, the Trust Deed and the Agency Agreement as the
principal debtor in respect of tidotes in place of the Outgoing Issuer and, (in the case

of Notes issued by Pirelli) upon the first Substitution only, pursuant to which Pirelli shall
unconditionally and irrevocably guarantee, all the obligations of the Substituted Debtor
and any subsequerSubstituted Debtor under the Notes and the Trust Deed (the
"Additional Guarantee");

(iv) if the Substituted Debtor is incorporated, domiciled or resident in, or subject generally to
the taxing jurisdiction of, a territory otherath the Republic of Italy (in the case of Notes
issued by Pirelli) or the United Kingdom (in the case of Notes issued by Pirelli
International) or any political suthivision or any authority therein or thereof having
power to tax, undertakings or covenastwmll be given by the Substituted Debtor in
terms corresponding to the provisions of Condition Tax@tion with the Tax
Jurisdiction being the jurisdiction in which the Substituted Debtor is incorporated,
domiciled or resident in, or to whose taxing jdicion it is subject;

(V) the Substitution Trust Deed containing representations and warranties by each of Pirelli
(in the case of Notes issued by Pirelli and upon the first Substitution only), the Guarantor
(if the Notes are Guaranteed Notes) and the SubeditDebtor that (i) it is validly
incorporated and (to the extent applicable under the laws of its jurisdiction of
incorporation) in good standing under the laws of its jurisdiction of incorporation; (ii) it
has obtained all necessary governmental andla&gry approvals and consents for the
Substitution and for the performance of its obligations under the Documents and that all
such approvals and consents are in full force and effect; (iii) all other actions, conditions
and things required to be takenlfiled and done to ensure that the Documents and the
Notes and, in the case of Notes issued by Pirelli upon the first Substitution only, the
Additional Guarantee and the obligations assumed by it thereunder represent legal, valid
and binding obligationsof the Substituted Debtor, the Guarantor (if the Notes are
Guaranteed Notes) or Pirelli, as the case may be, enforceable by the Trustee and each
Noteholder in accordance with their respective terms and subject to applicable
bankruptcy, insolvency or simildaws affecting the enforcement of creditors' rights
generally, have been taken, fulfilled and done and are in full force and efifec(jv)
the Noteholders will not become subject to any tax, duty, assessment, governmental
charge or other adverse taonsequences as a result of he Subsitution;

(vi) the delivery of legal opinion(s) addressed to the Trustee and in a form and with a content
reasonably acceptable to the Trustee, from a lawyer or firm(s) of lawyers of recognised
standing in the jurisdiction ohcorporation of the Outgoing Issuer and the jurisdiction of
incorporation of the Substituted Debtor, confirming that (i) the conditions contained in
Conditions B.4(c), (d) and (e) have been fulfilled and (ii) the Documents and (in the
case of Notes issdeby Pirelli, upon the first Substitution only) the Additional
Guarantee constitute legal, valid, binding and enforceable obligations of each of the
Substituted Debtor and Pirelli and that each of Pirelli (in the case of Notes issued by
Pirelli and upon th first Substitution only) and the Substituted Debtor has the power to
enter into and perform the obligations to be assumed by it pursuant to the Documents
and (in the case of Notes issued by Pirelli upon the first Substitution only) the Additional
Guarange, to the extent applicable to it; and

(vii) the delivery to the Trustee of a certificate of solvency of the Substituted Debtor relating
to the period prior to and immediately following the Substitution reasonably satisfactory
to the Trustee addressed to thestee and the Noteholders and signed by an authorised
signatory of the Substituted Debtor (which certificate the Trustee may rely on
absolutely),

Upon the execution of the Documents and compliance with the requirements listed above, the
Outgoing Issuer sltlabe released from all of its obligations not then accrued as principal debtor
under these Conditions and the Trust Deed and the Substituted Debtor shall be deemed to be
named in these Conditions and the Trust Deed as the principal debtor in placeDotghiang

Issuer and references in these Conditions and the Trust Deed to the "Issuer" shall, unless the
context otherwise requires, be deemed to be references to the Substituted Debtor.
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14.

15.

16.

17.

18.

18.1

18.2

INDEMNIFICATION OF THE TRUSTEE AND TRUSTEE CONTRACTING WITH THE
ISSUER AND/OR THE GUARANTOR

The Trust Deed contains provisions for the indemnification of the Trustee aitd felief from
responsibility, including provisions reliving it from taking action unless indemnified and/or
secured and/or pieinded to its satisfaictn.

The Trust Deed also contains provisions pursuant to which the Trustee is eintiledlia, (a)

to enter into business transactions with the Issuer, the Guarantor (if the Notes are Guaranteed
Notes) and/or any of their respective Subsidiaries aratt as trustee for the holders of any other
securities issued or guaranteed by, or relating to, the Issuer, the Guarantor (if the Notes are
Guaranteed Notes) and/or any of their respective Subsidiaries, (b) to exercise and enforce its
rights, comply withits obligations and perform its duties under or in relation to any such
transactions or, as the case may be, any such trusteeship without regard to the interests of, or
consequences for, the Noteholders, Receiptholders or Couponholders and (c) todetainkee

liable to account for any profit made or any other amount or benefit received thereby or in
connection therewith.

PRESCRIPTION

The Notes, Receipts and Coupons will become void unless claims in respect of principal and/or
interest are made withia period of 10 years (in the case of principal) and five years (in the case
of interest) after the Relevant Date (as defined in ConditidraXation) therefor.

There shall not be included in any Coupon sheet issued on exchange of a Talon any Coupon the
claim for payment in respect of which would be void pursuant to this Condition or 5.2
(Presentation of definitive Notes, Receipts and Coyponsany Talon which would be void
pursuant to Condition 5.(Presentation of definitive Notes, Receipts and Coypons

FURTHER ISSUES

The Issuer shall be at liberty from time to time without the consent of the Noteholders, the
Receiptholders or the Couponholders to create and issue further notes having terms and
conditions the same as the Notes or the same in all tesgge for the amount and date of the

first payment of interest thereon and so that the same shall be consolidated and form a single
Series with the outstanding Notes.

CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enfoesey term or condition of this Note under the Contracts
(Rights of Third Parties) Act 1999, but this does not affect any right or remedy of any person
which exists or is available apart from that Act.

GOVERNING LAW AND SUBMISSION TO JURISDICTION
Governing law

These Conditions, the Trust Deed, the Agency Agreement, the Notes, the Receipts, the Coupons
and any noftontractual obligations arising out of or in connection with these Conditions, the
Trust Deed, the Agency Agreement, the Notes, the Receipts ai@btipons are governed by,

and shall be construed in accordance with, English law. In respect of Notes ligseaetli,
Condition 13.1(i) and 12 (Noteholders' Representatjvand Schedule 3 Part 2 of the Trust Deed
(Provisians for Meetings of Noteholdgrare subject to compliance with, and shall be construed

in accordance with, the laws of the Republic of Italy.

Submission to jurisdiction by the Issuer

The relevant Issuer and the relevant Guarantor (if any) irrevocably agrees, for the benefit of the
Trustee, the Noteholders, the Receiptholders and the Couponholders, that the courts of England
are to have exclusive jurisdiction to settle any disputes which may arise out of or in connection
with these Conditions, the Trust Deed, the Notes, the Receiptsrdahd Coupons (including a
dispute relating to any necontractual obligations arising out of or in connection with these
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18.3

18.4

Conditions, the Trust Deed, the Notes, the Receipts and/or the Coupons) and accordingly submits
to the exclusive jurisdiction of tienglish courts.

The relevant Issuer and the relevant Guarantor (if any) waives any objection to the courts of
England on the grounds that they are an inconvenient or inappropriate forum. The Trustee, the
Noteholders, the Receiptholders and the Couponholuey take any suit, action or proceedings
(together referred to d®roceeding$) arising out of or in connection with these Conditions, the
Trust Deed, the Notes, the Receipts and the Coupons (including any Proceedings relaging to an
non-contractual obligations arising out of or in connection with these Conditions, the Trust Deed,
the Notes, the Receipts and the Coupons) against the Issuer in any other court of competent
jurisdiction and concurrent Proceedings in any number of jatieds.

Appointment of Process Agent

In relation to Notes issued by Pirelli, and in relation to Guaranteed Notes, the Issuer and the
relevant Guarantor appoints Pirelli International at its registered office at Derby Road,-Burton
onTrent, StaffordshirePE13 OBH, United Kingdom as its agent for service of process, and
undertakes that, in the event of Pirelli International ceasing so to act or ceasing to be registered in
England, it will appoint another person approved by the Trustee as its agent foe séptiocess

in England in respect of any Proceedings. Nothing herein shall affect the right to serve
proceedings in any other manner permitted by law.

Other documents and the Guarantor

Pirelli and Pirelli Tyre have in the Trust Deed and the Agency Ageeeraubmitted to the
jurisdiction of the English courts and appointed an agent for service of process in terms
substantially similar to those set out above.
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USE OF PROCEEDS
The net proceeds from each issue of Notes will be applied by the Issuers fogetheial corporate

purposesand may be used to repay existing indebtedragsi$ indicatedin the applicable Final Terms,
for Eligible Green Projects
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DESCRIPTION OF PIREL LI, PIRELLI INTERNAT IONAL, PIRELLI TYRE AND THE
PIRELLI GROUP

Overview

Pirelli is a leading worldwide manufacturerof tyres and a provider of related services,with an
exclusive focuson the consumermarket, providing tyres for cars, motorcyclesand bicycles (the
"Consumer Businesy). Pirelli has a globally recogiised brand and a distinct position in the
manufacturingof high-end premiumtyres, which are productslesignedo achievethe highestlevels of
performancesafety,noisereductionand gripon theroad surfaceandwhich arecharacterisedby high
tech content and/or customisation(such products, "High Value Products'). Pirelli's High Value
Products are divided into the following categories: Prestige; New Premium; SpecialtiesSuper
SpecialtiesPremiumMotorcycletyres and Veldl'yres (for bicycles)The currentfocuson the Consumer
Businessis the result of the Industrial Reorganisatiorstartedat the end of 2015 which ledto the
separatiorof the partof the businesswvhich relatedo the manufacturand marketingf tyresfor heavy
duty vehicles for industrial, agricultural and/or passenger transport use Italy and abroa (the
"Industrial Business$) andthe acquisitionby Pirelli of Aeoluss ConsumeBusiness.

Pirelli manufacturesyresfor both (i) original equipmentmanufacturer®f carsand motorcyclegor use
on their newlyproducedvehicles which accountdadr 25.5%o0f its netsalesattributableto theConsumer
Businessfor the six monthsended30 June 2017and 25.7% for theyear ended31 Decerber 2016,
("Original Equipment™), and (ii) asreplacemenipartsfor vehiclesalreadyin circulationin need of
replacementsiue to wear or seasahangeswhich accountedfor 74.5% and 74.3% of its net sales
attributableto the ConsumerBusinessfor the six monthsended 30 June 2017 and tear ended 31
December 2016, respectivglReplacemen™).

Pirelli is a leaderin the prestigetyre subsegmentj.e. tyres developedin collaborationwith prestige
car marufacturers(the "Prestige® segment) and in thReplacemenmarket, within Europe, China and
Brazil for new premiumproducts, i.etyreswith a rim size equalto or greaterthan 18 inches("New
Premium"). In the United States,a marketthat featuresa diverserangeof New Premiumtyres, Pirelli
is amongthe top New Premiumtyre manufacturersin NAFTA, a region characterisedy the highly
varied natureof its New Premiumtyre market,Pirelli is progressivelystrengthenindgts marketshareby
leveragingits strengthin the segmentof "marked" tyres, i.e. those which are clearly identified with
specialmarkingsand speciallydesignedor Prestigeand Premiumcars,andwherethe companyholdsa
leadershipposition. Moreover, due to the introduction of Specialtiesmd Super Specialtiga all the
marketsin which it operates, Pirelli has consolidated its distinctive positioniftgin the High Value
Productssegment.

With respectto the Replacementarketfor motorcycles,Pirelli (i) holds a position of leadershipin
Europe, Latam and APAC; (ii) is a global leader in the radial segmentof the motorcycle tyre
Replacemenimarket; and (iii) is thethird largest supplier of Premiumtyres for motorcyclesin the
Replacementnarketin NAFTA.

Pirelli also offers tyres for cars or motorcyclesthat do not fall within the High Value Productdine
("Standard Products'), but meetthe needsof certainautomobileand motorcyclemanufacturersand
covergeographiareasvhere demanébr High Value Productss still poorly developed.

With a presencein sporting competitionssince 1907, Pirelli has beenthe exclusive supplier of the
F o r mu | WorldiICRampionshigince2011, an activitythat providesa constanthallengein termsof
technological innovatiomnd which isan importantdriver of brandvalue. Pirelli suppliestyresto more
than 460 automobileand motorcycle championships(for 2017) such as the World Superbike
Championshipsand prestigious singlebrand raceslike the Ferrari Challengeand the Lamborghini
BlancpainSuper Trofeo.

Pirelli is engagedn researchanddevelopmentmainly for High Value Products, with thdighest levels
of investmentsamongst the world tyre manufacturers and is committed to continupusduct
improvementn termsof performance, safetyndreductionof environmentaimpact. This commitment
is reflectedin a high amounbf revenue generatdaly productsintroducedin the last five years(which
accountedor 62% of the revenuéor the yea ended31 DecembeR016).Pirelli alsoholds a portfolicof
active patentsgroupedinto approximately690 families,eachone extendingver eightor ninecountries,
for a totalof approximatelys,800 nationapatents.
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Throughestablishegbartnershipsvith someof the mostprestigiouscar manufacturersRirelli hasa broad
range of tyresin the High Value Productssegment,which, as of 30 June 2017, includesver 1,900
homologationgof over 2,400in total) from suchmanufacturersOf this number,morethan 850include
original marking. Pirelli has aextensivecommercialpresencewith a network of approximatelyl2,500
pointsof salein over 160countries,anda high levelof exposurawithin the threemain marketsfor High
Value ProductsEurope, NAFTA andAPAC.

Net salesareonly partially affectedby seasonabariations.In general salesvolumesin seasonammarkets
(particularly in Europe,Russiaand CIS and NAFTA) are affectedin the first half of the year by the
concentration osummertyres and motorgycle tyre sales,while in the secondhalf of the year by the
concentratiorof winter tyres.All -seasortyresare sold throughoutthe year,andin the other marketsnot
affectedby seasongbhenomena, withoutpecific seasonatlementsThe combinedffectdoes not lead
to a significantthangein seasonasales duringhe year. However,suchphenomenamore significantin
marketssuchas Europeand Russia,generally leado lower tradereceivablesat the end of the yearthan
the amountrecordedin the courseof the year, due almostentirely to the collection of receivables
relating to salesof winter productsin suchmarketsduring the fourthquarter,while the collectionof a
largeportionof receivableselatingto summeiproductsgenerallyoccurs, inthe samemarketswithin the
third quarter.

Pirelli has ageographicallydiversified productionstructure,with 19 plantsin 13 countries as of(BJune
2017, with an aggregate productionapacity of approximately 71 million tyres for cars. Of this
productioncgpacity, more than half is suitablefor manufacturingHigh Value ProductsAs of 30 June
2017, 78% of the productiotapacityfor carand radialmotorcycletyreswas locatedin relatively low-
costproductioncountries and Pirelli employembproximately30,828 employeesfull -time equivalents).

Business Review
Descriptionof Pirelli operations,productsand services

Pirelli is aglobal manufacturemf tyresfor cars,motorcycles and bicyclegnd in recenyearshas been
focusedin particularon the developnent, productionand marketingof High Value Products,with a

gradual reduction in producing Standardproducts.Beginning with the 20142016 Busines®lan, in
November2013, Pirelli focusedhe ConsumeBusinesson the productand markesegmentvith highes

value, aligning the following functionsto this end: researchand developmentrelationshipswith car

manufacturersrelationship withthe distributionnetworkandproductioncapacity.

Threespecificcategorieof Car High Value Productshich, even thagh theyaredefinedon the basisf
different parametergrim size, client and technicacharacteristicor customisationpverlapwith each
otherandareassociatedvith profit marginsthat are significantiyhigher than the average profit margins
for Standardproducts, may be identified:

i "New Premium". Tyreswith arim sizeequalto or greaterthan 18 inches, which areviewedas
High Value Productdy consumerprimarily becausef their size. They areintendedprimarily
(but not exclisively) for Prestigecarswhich traditionally include automobilemanufacturersuch
as Ferrari, LamborghiniMaserati, Bentley, Bugatti, Rolls Royce, PorscheAston Martin,
McLaren and Pagani (suclcars, "Prestige cars' and such manufacturers,"Prestige car
manufacturers'), and Premium cas, which traditionally include cars manufacturedby
manufacturersuch as BMW, Mercedegudi, Alfa Romeo,JaguarlLand Rover,Infiniti, Lexus,
Lincoln, Acura, Cadillac,Teslaand Volvo éuchcars, Premium cars', andsuchmanufacturers,
"Premium car manufacturers"). In the year ended31 December2016, the New Premium
tyresrepresentetietweerB0% and 90% of thiotal High ValueProduds tyressales;

i "Prestige’. Tyresthat are designedand developedin partnershipwith Prestigemanufacturers.
In this casethe addedvalue of the productlies in the fact that Prestigetyres are subjectto
homologatim, and in most cases,to original markng. Prestigetyres are primarily, but not
exclusively, have a rim size greaterthan 18 inches,and as such alsbelongto the New
Premiumtyre category;and

1 "Specialties’ and"Super Specialties’. High-techtyresfor carsof every class,which meetthe

needs obpecificapplicationssuchasRunflat) or customisationge.g."Colour Edition" tyres) of
the end consumeland areseenby the consumeras High Value Productdn most cases,
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Specidtiesand Super Spedtées tyreshavea rim size greaterthan 18 inches(falling within the
New Premiumtyre segment) andre sometimegesignedanddevelopedn partnershipwith car
manufacturersf Prestigecars (fallingwithin the segmenbf Prestigeyres).

High Value Products also include:

- Tyresfor high-end motorcyclesthat ensurehigh levelsof performancesuchasradial tyresfor
off-roaduse (endur@nd motocrossyr custoncruisers.

- Top-end road racing bicycle tyres, the P Zero Velo line, with patented Pirelli SER$ilica®
compound that guarantees a superior grip in dry and wet conditions, in addition to higher
mileage.

Market StandardProducts,which meetthe needsof certainautomobileand motorcycle manufacturers
who requestcollaborationsnot only for high-erd cars, or in marketswhere demandfor High Value
Productss still poorly developed, are also produced.

Pirelli's specificfocus on the High Value Producsegmentequires thePirelli Groupto operaten close

contact with the car manufacturersof Prestig¢ and Premium cars, as well as with motorcycle
manufacturersuch as DucatBMW, MV Agusta, Triumphand KTM. Partnershipwith producersarea

fundamentalstarting point for ensuringa strong positiorwithin the High Value Product market, for

both Origind Equipmentand Replacementin the case of Original Equipment,car manufacturers
benefitfrom a joint developmenprocesswith the suppliersof tyres equippe@dn theirmodels,througha

homologationprocesgthat confirms the perfectcombinationof the tyre with the characteristicand the
electronicsof the car. The joint developmenbf the tyre and itshomologationalso servesto build the

loyalty of end consumerggenerallyhigherin the High Value Product segmentyhich directly impacts
the Replacemensegment.

Car and Light Truck Products

The productsoffered are divided into four main brandsof tyres (product families): (i) P Zero; (ii)
Cinturato; (iii) Winter; and (iv) Scorpionand on thevariantsof Specialty andSuper Specialtytyres
within eachof theseproductfamilies.

Operational model

The wide range of products thidte Pirelli Group offers are conceived, created, checked and marketed
according to an org#ational model based on an integrated swgbigin that ranges from pilact
developmentto commercialiation and marketing. The following graph and paragraphs illustrate and
describe the various processes throughout the suliyn and the correlation between them in the
context of this integrated process. The following graph presentsglualtpperating model for car tyres

(a similar model is also applied with respect to motorcycle tyres).
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Company activities through the chain

Starting from the development of tyres, and continuing through a continual collaboration with the
manufacturers of Premium and Prestige c®&isglli's business model seeks to develop an integrated
process that spans from the car manufacturer to the end consumer, in order to provide products that can
satisfy the needs of the most demanding users.

Partnerships with manufacturers are fundamentgedirelli Groups business model, since they allow

the Pirelli Groupto gain broad visibility in the technological innovations that such manufacturers intend

to incorporate into their products before they are effectively launched in the market. This tAkows
Pirelli Groupto appropriately platits short and mediurterm investments, particularly in research and
development and production. The product development phase generally ends with the approval of the tyre
approximately 24 months after Piralliceives the invitation to participate in the supplier selection (while
delivery of the first order generally takes place three years from date) (see points (1) and (4) in the chart
above) and, as a result of a trade agreement, with the allocation of a supplysgeopmint (5) in the

chart above). In parallel to these activities (which are more relevahtigor Value Products, while the
Standard Productsiake use of the technical kndwow Pirelli hasacquired andts knowledge of the
market),the Pirelli Group closely monitos the trends of the world car and motorcycle market, and in
particular the developments in the registration of new cars (see point (2) in the chart above), which are
generally directly related to the growth rate of the economy in the varmwstries in whichthey

operate. As a result of the approvals, or homologations, obtained by the automobile manufacturers and the
analysis of the registration trend&relli is able to obtain medium and lotgrm visibility (three to four

years) on the exgted production in the Original Equipment market (see point (3) in the table above),
consistent with the development process for new passenger cars, as well as development of new
registrations.

In the upstream phases of the supglain,Pirelli also moniors the car pat in circulation (see point 6 in

the chart above) at the global and regional levels, which forms the basis for reference for the Replacement
market. Bycorrdating the data for the vehicles in circulation to the tyre replacement ratdi, iRiadlle to

obtain a clear outlook on the demand trends inrRiaglacement market (see point (7) in the chart above)

and the potential revenues to be generated in this market. This segment in turn can be broken down into a
potentialpull-throughmarket 6ee point (8) in the chart above), which derives from the spare parts from
cars equipped with at least one version of Pirelli approved tyres as Original Equipment (which are very
easy to predict over a mulgear time horizon, characteed by dynamics ofoyalty), and a potential
pushthrough market (see point (9) in the chart above), which derives from the replacements needed on
cars wherePirelli hasno approvals (subject to broader competitiveness dynamics and dealing with
specific integrated marketingans). The potential pushrough and puithrough markets, multiplied by

the expected market share, generates the basis for sales plans (see point (10) in the chart above).
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The sales plans, by way of demand planning (see point (11) in the chart alougegrated with the
production structure, which operates in close coordination with the purchasing departments. At a
centraised and integrated level, orders from Original Equipment clients Bied 1' Replacement clients

(i.e. clients who use the ordlegy method provided for irthe Pirelli Groups salesagreements) are
collected, angrojections for the rest of the sales channels are formul@ted informationis translated

into production requests that are then allocated between production plaotshim way that seeks to
minimise response times and maximise the level and efficiency of the service (see point (12) in the chart
above).

The tyres produced are then distributed through the supply chain (see point (13) in the chart above) until
they arrive at the distribution networks, or directly at the retail outlets (approxima&B00 in 2016,
compared with roughly 10,000 at the beginning of 2014), which alf@Pirelli Group to servethe
customer base in an increasingly decalised way (see pdiff14) in the chart above). Downstream in the
production chainthe Pirelli Group hasalso implemented a series of initiatives aimed at assisting the
consumer, from brand consideration to repurchasing, for which the customer consults both digital and
physkal references. (See point (15) in the chart above).

Descriptionof the variousfunctions of Pirelli

Pirelli's organisational model of an integrated chain of production can be divided into the

following main phaseswhich correspondo specific functions: (i) ProductDevelopmentand Original

Equipment(ii) Research anBevelopment(iii) Purchasing(iv) ProductionProcess(v) Quality Control

(vi) Supply Chain, (vii)Clients and pointof sale, and (viii) Client Engagementand Marketing.
Coordinationand integrationbetweenthe various phasesf the chain are managedat the headquarters
in Milan, mainly by the departmentsnvolved in demandplanning,togetherwith the logistics function

which, in additionto dealing directly with distribution, also manageand overseg¢he entire production

procesdrom the purchasef raw materialgo thedeliveryof thefinishedproduct.

The following paragraphsdddresgachphaseof the productioncycle separately.
ProductDevelopmenand Original Equipment

The first phag of Pirelli's operating model consistsin the developmentof the product in close
collaboration withthe Premiumand Prestigecar manufacturersfor the purposeof creatingOriginal
Equipmenttyresfor the carshey produce.The defining featureof the High Value Productsectoris the
high level of technological implementatiorthat vehicle manufacturersrequire from their tyre
manufacturersthrough product specifications and, as a restligse collaborations with vehicle
manufacturershave provedto be cucial for tyre development. Examplesf instanceswhere this
phenomenoihas contributedo tyredevelopmenarethe lowered tyre walls designddr a bettergrip on
the road and greaterspacefor breakingequipment,the technologiesallowing for total mobility in the
caseof a puncture tyreswith low or verylow rolling resistancdor lower fuel consumptiorresulting in
lower Co2 emissions.

Product development, supported by the testing and standardisation phases, is geared towards the
developmentf tyresthatfit thedynamiccharacteristicand electronicef theautomobile.

Obtaining homologationsallows the sale oftyres as originalreplacementOnly thosetyres that are
approvedpor homologatedby an Original EquipmentManufacturercan be soldn respect of a givencar
modelin the Original Equipmentchannel.This factor,particularlyfor Markedtyres, directly affectsthe
Replacement segmedtie to greatercustomeroyalty, as customerfrequentlypreferto keep thesame
tyresas theyhad for theirOriginal Equipment. Theproductdevelopmenphasebeginswith thereceiptof
an invitationto tenderor requestfor quote from the client. This requestis generallysentby car or
motorcyclemanufacturerso a numbeof tyre suppliers, accompaniedaly techni@al specifications.Next,
eachtyre suppliernegotiateghe details of the partnershipand commercialermswith the manufacturer
in variousstagesto agreeon thetermsof an agreemenand the appointmerds official partnerto the
manufacture For partneshipswith Premiumand Prestigenanufacturers, aupply shareof between
20% and 25%, togetherwith 4-5 other tyre manufacturers is generalybtained.In somecasespPirelli
is the exclusivesupplied this is mainly with Prestigecar manufacturersvhose poduction volumesre
limited (suchas Lamborghiniand McLaren)or with Americanautomakerdimited to certaintyre sizes
(and not all tyres mountedon one car model) sold only in the United States.Once thepricesand the
supply amounhave been determidethe joint productdevelopmentphasebegins.During this phase,
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product developmertostsaregenerallyborneby the company,andarereflectedin thefinal price of the
tyres.Only in rarecasesaretheydirectly fundedby thecar manufacturersExceptfor specificcasesthe

agreementiclude automati@rice adjustmenmechanisméasedon thepricesof raw material{70% of

the salesvolumeis covered byadjustmentagreementbasedon cost matriceson a quarterlyto annual
basis,while in theremaining30% of casesthe managemenbf raw material trendsis discussedduring

annualtrade negotiations).Changesn the pricesof raw materialsarereflectedin the price of tyreswith

an averagéime delayof approximatelysix months (betweea minimum of threeanda maximumof nine

months). The majority of collaborationstake placeby meansof commercialorderbasedtrading, and
written agreementarenot alwaysmade.Supply contractin written formsincludecompensatiorlauses,
terminationdueto breach,and contractuatesolutionassumptions thataveneverbeen implementeth

the recent past. However, thereare no particularsafeguardsagainstcredit riskin relationshipswith

automakersas thisrisk is consideredo be of low relevance.

Researctand Development

Theresearchanddevelopmentctivities carriedout area key phasén the developmenbf new products
and the obtaining of homologatios. Consequently,Pirelli pays closeattention to technological
innovation andcontinuously carry out researchand developmentactivities in relation to materials,
productsand production processes.

As at30 June 2017, theesearchand developmerfunctionhad approximatelyt,800 employeegqualto
approximately5.9% of totalemployees)asedat Pirelli headquadrsin Milan as wellas in thelocal
centersat Breuberg(Germany), Burton on Trent and Carlisle (England), Sdo Paulo (Brazil) and
Rome (United States), SilaqMexico), Turin (Italy), Yanzhou (China)and Voronezh (Russiaglatina
(Romania),Subang (Indoesia) andzmit (Turkey). The localcentersallow for directrelationshipswith
major automobile manufacturersand facilitatelocal market knowledge and contributéo adaptthe
innovationsand improvementgainedon a central leveb theneedsf such makets.

The researchand developmentteam, which is in close contact with other departmentswithin the
company, includingnarketing,in orderto identify areasof greaterinterestbasedon customefeedback,
focuses on three mainobjectives: (i) developing materials, products and processesto produce
increasinglyhigh performanceyres andadhereto theacceptanceequirementsetby manufacturersf
Prestigeand Premiumcars; (i) manage product complexitgnd reducecosts without sacrificing
productionqualty; and (iii) analysing productsffered by varioussuppliersin order to carry out their
approval.

Among the innovationsaimedat improving productionprocesseseferredto in point(i) above, therés
the recentintroductionof the "Smart Manufacturing program,basedon the use of the "data" through
"Big Data analytics"techniquesalongside"Lean Manufacturing"programsaimed at improving the
production and maintenangeocesseshe productivity of the machinesandthe quality of the products,
alsoona prospective basiaptwithstandinga significantreductionin thesizeof the processindatches.

The researcland developmenimodel, implementedin accordancewith the Open InnovatiorModel, is
complemented by collaborations with third parties, such as suppliers, universities, and car
manufacturersijn orderto predicttechnologicainnovationsin theindustryandto directPirelli's research
and developmerdfforts towardsneetingthe needsof the customers.

Specifically, the research and developmeean enters into joirdevelopment and collaboration
agreementsvith manyuniversitiesand supplierén Italy and abroadThese joindevelopmenagreements
with strategic suppliersand partnershipswith universities have allowed to achieve tfaefront of
technologicalinnovationin the mediumandlong term, with regardto raw materials.At the sametime,
throughthe partnershipsvith Prestige and Premiumar manufacturersPirelli haslaunchednumerous
short and mediurrterm collaborativeprojectsto cooperatein the developmenbdf innovativetechnology
(morethan100 as of thend of 2016).

In addition, a mnstant monitorof the evolution of legislationin order to anticipatepossiblelegal
developmentsand anticipate production developmentactivities in order to capturepotential market
opportunities is carried out.

The following paragraphsprovide a description of the main researchand developmentactivities,
including (i) new products;(ii)) new materials(including nanotechnologiesind organic biomaterals);
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(i) new productionprocesseand tyreelectronics;and (iv) innovationsresultingfrom the collaboration
with the Formulal™ World Championshiand otheisportscompetitions.

Developmentof new products

To developnew productsthat are specificaly intendedto meetthe needsand technicaspecificationsof
customers,Pirelli has establishedlong-lasting relationshipswith major automobile manufacturers,
including Alfa Romeo, Audi, Aston Martin, Bentley, BMW, Ferrari, Ford, Jaguar, Lamborghing Lan
Rover, Maserati, McLarenylercedes,Pagani,Porscheand Volvo, as wells someof the most wel
known motorcycle manufactureiscludingBMW, Ducati, Triumph,KTM andMV Agusta.

In particular,the homologationat the end of thedevelopmenprocessonsitsof a certificationissued by
manufacturers certifying how the tyre is consistent with the technical characteristics approved by the
manufacturerfor a specificvehicle (a "Homologation"). The Homologatiomprocessheginsbeforethe
launchof a new modeby automobilemanufacturersand lastapproximately24 months.

In addition,all Prestigeand Premiunautomobilemanufacturerfiave gradually introducéetinarkings"on
the sidewall of the tyre to give greateremphasisto the standardiation and ensure visibilityin the
Replacementhannelfor consumerandretailerswhenit comesto replacinga worn tyrewith a newone
of equalperformanceandquality. As of 30 June 2017in Europe,Pirelli hasa productline of morethan
850 productswith original markedhomologations33% morethannearestompetitor(Continental with
over 650markedhomologatons), and more than twice the averageof other major tyre manufactures.
This offeris reflectedin salesof approximatelyl9 million tyresin 2016, with a compoundannual
growth rate of 17% betweer2014 and 2016.

In 2014, Pirelli launcheda projectthatdirectly involvesendusersin Brand Monitoring surveys theten

major markets (Italy, Germany, Spain, France, United Kingdom, Brazil, China, USA, Turkey and
Russia).The continuousupdatingof this analysisover the yearshas allowed to improvéhe accuracyof

researctrelatingto the role of the brandandits image,as wellas thevariousaspectghat affect the end
usefs decisiorto purchase

Anotherprojectlaunchedin 2014 isTyre Talk, an innovativerojectthat seesthe directinvolvementof

businesscustomerghrougha web searchplatform, which is currently usedby more than 500 members
that form a selecgroup of customepartnersthat areableto contributeto theunderstandingf market
dynamicsas wellas thedevelopmenbf new marketingtools andbusinespportunities Specificmarket
researchwas carried out in collaboration with certain consulting companiesin early 2017 in

antidpation of the launch of Pirelli Colour Editionand Pirelli Connesso', in orderto identify the
preferencesof Prestigeand Premiumcustomerson productsand servicesand determinethe price
positioningon themarket.

In additionto traditionalresearctand developmenactivities, Pirelli increasinglyfocusedon reducinghe
environmentaimpactof its activitiesand products and is activelynvolved in the developmenof tyres
with a low environmentalimpact (safe for the planet) that offer high performare (safe for people),
including Seal Inside Runflat and Cyber tyres (tyres that incorporateelectronic sensorsand are able
to interactwith vehicle controkystemdor increasedafetyand reduceduel consumption).

Two new productsvere presentedtthe 2017 Geneva MotdBhow:

i The Colour Edition of the P-Zero and Winter Sottozerotyres, for which the engineerdave
developed innovativenaterialsand protectiorio ensurédrightand durableshadesand

1 Connessoan integratedplatform for the P-Zero or Winter Sottozerotyre availablein black or
Colour Editionthat, with a sensorfixed in the groove (on theinner wall of thetyre itself) and
connectedto an application,createsdialogue with the driver by providing information on
certainbasicparameter®f thetyre as wellas a numbeof customisedervices.

Such productgoin otherSpecialtiesuch as th@irelli Noise Cancellingsystem,Runflatand Seal Inside
(technologythat allows the driveto proceedwithout losing air pressureeven after the tyre has been
puncturecby an externabbject).
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Lastly, Pirelli launcheda new line of tyresfor competitionroad cycling, on themarketstarting from
SeptembeR017:P Zero Velo, whose treas silver-colouredfor Road Racing, retbr the Crono and blue

for thefour-seasortyres. The productvas developewvith theinnovativeSmartNET silia' ", coveredby
the patent forthe use of Nano Rod Silica, which allows for increasedsteeringcontrol, a significant
reductionin heat generatioand rollingresistances wel as high performancen wet surfaces.

Developmentf new raw materials

Pirelli is activein the developmentof new materials like polymer8llers, rubber additives, reinforcing
fibers and steel grades order to continuously improvetyre characteristis such as rollingesistance,
low temperature performance, mileage and handling. Furthermore, its activity focuses on the
developmenbf otherbiomaterialssuchaslignin and plasticisers/resirg natural origin; nanofillergor
more durable antighter structures.

In addition, to promotethe researchand developmentf new raw materials¢ollaborationagreements
with variousinternationaland nationalinstitutionsand universities were enter@ito. Such agreements
include(i) the Joint Labsigreemenbriginally made in 2012 and which was renewedNovember2017
until 2020) betweerPirelli and thePolitecnico di Milano aimed at researchin the tyre industry,
nanotechnologiesthe developmentof new synthetic polymers, new chemical agents and new
biopolymes; (ii) the joint researclagreementvith Versalis(Eni Group), signedn 2016, to develophe
use of naturafuayule parthenium argentatuprubber,a shrubnotintendedfor food use, requiringjttle
water and no pesticidesjt representsa biomaterial alternative to natural rubber thanks to its
hypoallergenicproperties,unlike the most common rubber frotreveabrasiliensis;and (iii) numerous
researchprojects with the University of Milano Bicocca as partof the Consortiumfor Advanced
Materials Reseach (CORIMAV) and the Silvio Tronchetti Provera Foundation,which enablethe
developmentof innovative materials and solutions that are fundamentalfor the production of high
performanceyreswith low environmentaimpact.

Innovationof productionprocesse

In terms of production processespPirelli has developedinnovative systemssuch as theModular
Integrated Robotisedsystem (MIRS), a highly automatedproduction system capable of handling
different materialsand producinga wide range of sophisticatedand high performancetyres, or the
Continuous Compound Mixing (CCM) system,which replaceghe traditional compoundpreparation
processwith a continuousunning process andoroducesa higher quality product. Pirelli has also
developedan advancedversionof eachof thesesystems, respectivelthe Next-MIRS and theP-TSM
(Pirelli Twin Screw Mixing).

The " CV A Brototype": "Automatic Visual Tyre Control" is an automatedproduct analysissystem
that usesinnovative vision technologyand artificial automation.The project was awardedthe 2016
Oscar Masi Awardfor Industriallnnovation,organisedoy theltalian Associationfor Industrial Research
(AIRI). At present, thioperationis carriedout manuallyand consist®f inspectingall the internaland
external zores of tyres for visual defects.C V A Eis a stateof-the-art systemthat combinesfully
automatedmechanicswith the use of high resolutionand speedvision systems,and is basedon
computersystemsthat managespeciallydevelopedvision algorithms.

Pirelli alsolaunchedthe "SmartManufacturing“programin orderto moreeffectively managehe variety

of tyres in thefactories. This program uses data through big data analytics techniques, alongside lean
manufacturingprograms,to improve productionand maintenanceprocessesmachineproductivity, and

product quality,as wellas assessutcomesof future changesdespitea significantreductionin batch

size.

Innovations from the collaboration with the For mu | a 1 EhampionsHipdand othesports
competitions

Pirelli has beerthe only official supplierfor the Formulal E World Championshipssince the 2011

season, andenewedthe threeyear contractuntil the 2019 seasoffior the third time on 17 June 2016.
Participationin the Formulal E World Championshiphasallowed Pirelli to developnew simulation

modelsthat will further lower productlaunchtimes and improvethe quality of road product projects,

making them more productivecompliant with stricterrequirementsand allowing for a better

understandin@f behaviourof materialsin differentoperating temperatures.
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In the motorbike industry, Pirelli has been theonly official supplier of the Superbike World
Championships (WSBK3ince 2004, whereadvancedechnologiesare developedthat are subsequently
usedin productssold for sportand roaduse.

Overall, in 2017, involvementin sports competitionsincludes more than 460 car and motorcycle
championshipsita nationaklnd internationalevel.

Purchasing

Significantimportanceis givento the planningand managementof purchasingand to relationship with
suppliers,both with respecto beingableto obtainthe bestconditionsin termsof cost,responsdime,
innovation and product quality, and as an element for supporting the functionality and efficieney of th
productionprocess.

To this end, the purchasingfunction, which as of30 June 2017had 175 employeess involved in
decisions relatingo planningfor the needsof supplieson the market,from theinitial phaseof identifying
products technical specifcations in collaborationwith the Researchand Developmenfunction, thus
contributing to identifying the best opportunitiesin relation to the different needsto be met and to
preparean appropriatsupply plan.

Relationships with main suppliease primarily managed from the Milan headquarters. The entire supply
phase is subject to strintonitoring characterised by a process of qualification and approval, for all of
suppliers, as well as main suppliers from the Milan office according to the SuppigioRehip Model.

The entire procurement phase is based on a -fwostional procurement process, which is highly
structured and automated from an operational point of view. In particular, this process comprises the
following phases: (i) market research potential suppliers; (ii) qualification of the supplier and product
type-approval (of particularelevancefor raw materialsauxiliary componentsequipmentand models),

the various productionsites atwhich the suppliersoperateand the individual suppies, which mustbe
accompaniedby specialcertificatesthat demonstratecompliance with the required standards;(iii)

offer; (iv) contractingand order managementand (v)vendorevaluation.

Supplierrelationshipsare governedby contractualagreementghat, in additionto indicatingthe terms
and conditionsof the supply, generally contain safeguardssuch as (i)confidentiality clausesand
preventionof access ta@onfidentialinformation (information security), (i) compliancewith legislation
applicableas regardsnti- corruption, (iii) compliancewith standardon busines®thicsand corporate
responsibility, (iv) prohibition to undersupply (unless otherwise agreed upon), (v) the obligation to
comply with safety regulations and (\dpmpliancewith qualty standard€ISO 9001 certificationlevel,
productquality deliveredaccordingto the agreediponstandardstimely and propedelivery of theorder.
Supplierswho fail to comply with these contractugbrovisions may be subjectto the paymentof
penalties (suchasclaimsfor damagecausedoy defects in raw materiaksnd finishedproducts penalties
for delayeddelivery or the suspensionof payments)as well as constituteconditions for contract
termination(suchas significantreache®of quality standard, corporateethics and responsibilitgccess
to confidentialinformation, bankruptcyof the supplier,excessivedurationof the force majeurgrovided
for in thecontract).

Productionprocess

Pirelli mainly uses a delocalisegroductionmodel,andhas19 productionsiteslocatedin 13 countris.
Utilisation levelsin the plantswere on average, approximateB0% for the period between2014 and
2016.

The followinggraphicshows thegeographicalocationof the facilitiesas 0f30 June 2017
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. Fast growng econamees

Quality Management

Since 1970pirelli implementeda quality management system, which has been gradually introdaced

all productioncentresThe primarymanagemensystemsadopted are based on internationally recognised
standards. Over the course of 2017, theityuadanagement system is being aligned with the international
standards for management systems, such as ISO 9001:2015 and the private automotive scheme IATF
16949:2016, which transition is expected to be completed by the first half of 2018.

The chainof productionis plannedguaranteedand monitoredthroughoutall of the businessperations.
With respectto raw materialsand the productionprocess,a monitoring plan that specifiesthe quality

standarddor eachphasethat must be respectedn order for high quality productsto be produced is
in place.The monitoring begins duringhe raw materialsupply phase continuingthroughthe selection
of suppliers and thecontrols of the individual suppliers, who mustprovide special certificates
demonstratingtheir compliancewith the standardsagreedupon at the end of the supply contract
phase. The monitoring continues during the manufacturing phasestloé tyre, boththrough the
verification of the correct operation athe machinesandthroughthe analysisof the quality of thesemi

finished products. The finished products are then subjectedto visual checks and checks using
instruments.In the casethat any deviationdrom the standards establishday the monitoring plan are
detected,the tyres are restartedat the productionline where theanomalies aresmall, or they are
discarded.The certificationsof the products,which allow the commercialisatiorof the productsn the
variousmarketsin accordancevith theregulationdaid down by thedifferentcountriesare managebly a

departmentledicatedo the areaof Researctand Development.

Supply Chain

The tyresproducedare distributedthroughthe Supply Chain untithey reachthe distribution networks.
Pirelli adopteda systenof logisticsplanningand prodat handlingwhich isadaptedo thecharacteristics
of its productiorstructureand thedifferentneedsof its customebase.

In particular, the logistics system is divided between primatggistics (i.e. the transporfrom the
production sitesto the regional warehouseswhere the assortmentand the handling necessaryto
satisfy the demandof specificgeographiareasarecarriedout) andsecondaryogistics(i.e. the delivery
of productsrom theregional warehousds thecustomers).

As of 30 June 201,he logistics structureconsistsof 18 centralwarehousegof which five arein South
America, two are in Italy, oneis in Germany,two are in the United Kingdom, one is in Romania,
two are in Russia,two arein China, one idgn Indonesiaand two in NorthAmerica) and 39 regional
warehouse$ of which twoarein Italy, 12 arein therestof Europe, eigharein South Americafive are
in North Americaand 12 ardn the rest of the world. The managemenbf thesewarehousess fully
outsourcedwith the excepton of certainsites in Brazil,China, and Spain. Thistructureallows for
delivery timesrangingfrom 24 hoursfor ordersmanagedy regionalwarehouses, tsix to eightdays
for deliveriesfor Original Equipmentchannelsor, for the Replacementhannelfor full-load deliveries.
The logisticdepartmenalsopaysspecificattentionto sustainabilityandenvironmentalmpact.
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Clientsand Pointsof Sale

Pirelli usesa salessystem capable of accessing the main markets through its active sales networks in
more than 160 countries.

For Original Equipment,after obtaining homologatbns fromthe car manufacturersPirelli concludes
agreementshat define the quantity and mix of global salesworldwide, as wellas themechanismsby
which the productareto be dstributedbetweertheindividual geographi@areasTyre salesaregenerally
madeon the basis o$upplycontractsfor yearlong periods,which determinethe percentagef vehicles
producedby the manufacturer for which Pirelli has been commissioned ®retjuipment, without
providing for minimum quantitiethat suchmanufacturersre obligedto purchaseThe exactsize of the
supplyis thenestablishedn a quarterlybasisdependingon the actualproductionof vehiclesindicated
by the manufacturerThe management othe price policy in the Original Equipmentchannelis affected
by the direct negotiationwith the manufacturer, irwhich the contractualpower of thecar manufacturers
is generallyhigh. The contractsxceptfor specific exceptionsgenerallyinclude automaticadjustment
mechanismso accounfor pricetrendsof raw materialswith anaverageime delayof approximatelysix
months(betweena minimumof threemonthsand a maximunef nine months)70% of the salesvolume
is coveredby costmatrix agreement®n a quarterlyor annualbasis,while in theremaining30% of the
casesthe managememf raw materiatrendsis discussediuring annual trade negotiations.

With respectto car manufacturerdirelli's custometbaseis particularly diversified and as of30 June
2017, Pirelli supplies#4 carmanufacturersvith Original Equipment.

In the Replacementmarket, the main types of customersare: (i) retailes, (ii) specialiseddistributors
and(iii) cardealers.

The chainof proprietarystores(contrdled distribution)is concentratedn a few countriesn Latamand
Europe, including Brazil (Comercial e Importadorade PneusLtda), Sweden(Dackia Aktiebolag),
Switzerland (Pirellityre (Suisse)SA) Germany(PneumobilGmbH) and Spain (Omnidotor SA).
Distribution through own salesoutletsallows to not only generateprofits, but alsoto createa unique
experiencefor customers, understamew markettrendsand consumersand offersthe opportunityto
develop and exploitinnovative retailconceptsthat can be subsequentlydistributed throughoutthe
network.

As of 30 June 201,7the global distribution network (consistingof subjectsat which the consumehas
the option of buying Replacementyres, whetheror not they are direct customers)has over 250,000
points of sale,which includethe following, in additionto the retail outletsandthe e.commercechannels
describedabove:

i Car and motorcycle dealers(Pirelli sells to manufacturersike BMW, Mercedes,Audi or
Porschewhichin turndistributeto theirown dealerslareestimatedat approx.10,000 units;

i Points of sale (other than Pirelli's owned retail outlets) servedthrough Tier 1 distributors,
estimatecat approx. 10,000 unitgnd

i Points of sale (otherthan Pirelli's ownedretail outlets) serveddirectly, competingproprietary
shopsand all of the rest of the distribution servedby nonTier 1 distributors,wholesalersand
wholesale distributiorhainsfor theremainder.

ClientEngagemenand Marketing

Pirelli provides assistancdo endusersthrough retail salesoutlets. Consumersare engagedthrough
activities thatare aimed at brand awarenesgsponsorshipand advertising), marketing, and publicity

campaigngproduct launchesand promotionsas wellas digitalinteractions(corporatewebsite,product
sitesand sociaimedia). The marketingand communicatioractivities are mainly intendedto achievethe

involvementof Prestigeand Premiumcustomersand theenhancemenof High Value Productssuch as
thoseof theP Zero range.

In the yearsended31 Decembr 2016and 2015, investmentsn promotional/advertisingctivitiesin the
Consumer Business accounted for 5.5% and 4.6% respectively & consolidated revenues,
respectively,for an amounbf approximatelyd 2 7 2 . 1 amdil 2 8 8 0 2 respiedtively. o n
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Pirelli's websitepirelli.com, was completelyedesignedn 2015, to providea smoothand attractiveuser
experiencepffering high quality contentthat emphasisethe combinationof innovation,technologyand
people.

Relationshipwith PTG

Certain companies in thBirelli Group and some companies in the PTG group are parties to certain
supply agreements, both active and passive, for raw materials (such as natural rubber and carbon black) or
finished productsThese agreements were signed within the context of the Industrial Reorganisation, and
are intended to remain in foréer a limited period

In agreements entered into in the context of the separation of the Industrial Business in Brazil, Poland,
Switzetand, Spain, Germany, Mexico and United Kingdom, there are certainampetition obligations

that prohibit the newhestablished local company controlled By G from carrying outor launching
activities relatingto the Consumertyres in competitionwith Pirelli's activities.Such prohibitionsare
generallyimposed for a periodf five yearsfrom the dateof completionof the transactionsexceptfor

the United Kingdom and Germany farhich the durationis threeyears.In Colombiaand Turkey, where

the transactionprovided for the establishmenbf two new consumecompaniesthe sameprohibition

(with a durationof five years) applies with respettt such companiewith respecto IndustrialBusiness
activities.

In addition,in the contextof the IndustrialReorganisation:

i Pirelli Tyre signed several licensing agreementswith Aeolus and PTG to enable them to
access Premiuntechnologydevelopedby Pirelli in industrialtyre-related activities and with
PTG only touse certairtrademarks owned by tiirelli Group;

i The Pirelli Group and PTG (and some of its subsidiaries)have signed several service
contractsof different durationsfor the temporary supply by the Pirelli Group of broad
spectrum services and assistanceto ensure full operational continuity for PTG and/or its
subsidiariesn the phasefollowing the Industrial Reorganisation.

The Pirelli Brand

Each year, projects are implementedto enhancebrand positioning to engage consumers and all
stakeholders Pirelli supportsts brandthroughvariousactivities, such as the following

i Supply of tyres and sponsorships of the FIA Formula One World Champior{giép
"Championship"), being theexclusivepartnerof the Championshipfor the third consecutive
threeyearperiod, with an agreemenntil 2019.

1 Supply of tyres for the Superbike World Championship and more than 460 Motorsport Auto and

Motorcycle Championshipd$n the motorcycleindustry, Pirelli hasbeen theofficial supplierof

the Superbik&Vorld Championshig"WSBK") since2004. In additionPirelli is presentat more

than 460 automotiveand motorcycle championshipgin 2017), including the Blancpain GT
Series, the Ferrari Challenge, the Lamborghini SuperTrofeo ahd FIM Motocross World
Championship. Pirelli also befits from participatingin theseMotorsporteventsin terms of
researchand developmentespecially withrespectto materials. Data collected from track
experiencess also usedfor the developmentof road products (e.g. by applying complex grip
simulation models and quality control processes develdpedompetitions).

1 Sponsorship activitiesSponsorshipactivities are an importantopportunityto define the Pirelli
brandandto involve consumersand have begun takingto accountthe characteristicof the
reference clienbase,their geographicareasof interest,and the typology of the productsto be
promoted.Pirelli is a sponsorof various competitionsthat allow to engagewith a diverse
audienceconsistentvith the businessbjectives.

1 The Pirelli Calendar The Pirelli Calendar(known as, The C a | Bwhich was createdas a
promotional toolin 1964, positions the brand and image of Pirelli in areasoutside the
automotivefield, relating to the luxury lifestyle sector, providing the brand with visibility
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within a broadreachingsectionof the populationThe popularity of the Pirelli Calendaiis very
high.

1 Pirelli Design Pirelli Designis the latest evolution of the experiencePirelli has obtainedn
the design andfashion sector through the project P Zero. Pirelli Design seeksto be an
incubatorof Prestige projectthat enhancehe valuesof innovation,performanceand glamour,
inherentto the Pirelli brand, throughthe developmentof productsin the lifestyle sectorwith
prestigiougpartners.

1 Digital Presence and Social Medi&he visibility of the Pirelli brand translates into strong
consumer involvement through digital communication channels, which, in addition to the site
pirelli.com, include websites dedicated to individual products and accounsome of the
largest social network&or motorcycling, the mobile application Diablo Super Biker has proven
to be particularly relevant.

History
The origins (18727 1899)

Pirelli was incorporatedn May 15, 1883 as a limitedpartnershipgoy sharegsocida in accomanditger
azion) underthe namePirelli & C. The term of durationof the companyis fixed by the by-laws as
ending31 DecembeR100, and itmay be extendedby meansof a specificshareholdetsesolution.The
companys origirs dake badk to 1872, the yea in which Giovann Battisia Pirelli foundel the limited
partnership gocied in accomandi semplicd "G.B. Pireli & C." in Milan for the purpog of
manufacturig elastt rubber productdn 1883 G.B. Pirelli & C. was liquidated and Pirelli & C., alimited
partnerstp by shares (socied in accomandi per azion), was establishedIn 1873 the first rubber
manufacturig plart was built in Milan. Subsequent]yPirelli & C. startel producirg rubbe strips for
carriage wheek (1885 ard the first velocipedés tyre was launchel (1894) as aresut of sever&innovatiors
inthe preparatio of the materias and in the shel packaging.

Growth and geographiexpansion (1900 1999)

The productiorof motorvehicletyresstartedin 1901. SincehenPirelli experienced growth markedby
two main elements:attentionto technologicaldevelopmentn processeand productssupportedby a
steady commitmerit competition,and geographiexpansion.

Thegeographiexpansionjn particular,wasundertakernin the early 1900s,whenPirelli opened plantm
Barcelona(Spain, 1902), SouthamptonUK, 1913), BuenosAires (Argentina, 1917), Manresa(Spain,
1924) and Burtoon Trent (UK, 1928).During the sameyears,Pirelli beganto be engagedn the sports
sector:in 1907, Itala, an Italian car fitted with Pirelli tyres, won the Beijing to Paris motor raceirand
1913, the first French Automobil€lub Grand Prixvas won by a Pireliequippedcar.

In 1922, the Pirelli & C. joint stock company was listed on the Milan SEbahange (in 2003 it was
converted into a joint stock company), thentbe New York exchangen 1929 (asthe Italian company
Pirelli, which was createdfrom a restructuringof Pirelli & C.), makingit the first Italian group with
securitiestradedin the U.S. marketln the sameyear,Pirelli built the firstplantin Brazil, which marked
the startof its expansioiin thecountry.

After the First World War, Pirelli designedand launchedhe firstsportingtyre (SuperflexStellaBianca),
an innovativeprodict, well-known in Italy in the '30s, with a reinforcedtreadto preventspeedstrokes.
Startingin the'40s, Pirelli extendedts presencen SouthAmericathroughthe inaugurationof the Santo
André plantin Brazil (1940),followed by theopeningof the plantin Merlo, Argentina(1955).

In 1949, Pirelli started to develop the Cinturato tyre, the first Riedinded radial tyre sold at the
beginning of 1953. The Cinturato, characterised by a robust textile radial belt between the carcass and the
tread, r@resented an innovation thanks to its significantly higher safety, performance and survival
characteristics compared to traditional tyres. In 1959, following the opening of a plant in Figline
Valdarno, Italy, Pirelli introduced the production of steelcord.

During the '60s and the '70s, Pirelli confirmed its strategyof geographicexpansionand capacityto

maintain steadylevels of technological innovation. In 1960, new plants were openedin Patras
(Greece),lzmit (Turkey) andGravatai(Brazil) and,in 1963, Pirelli acquiredVeith GummiwerkeAG, a
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Germanbasedtyre manufacture From a technological perspective,Pirelli started to design and
produce low-profile tyres, that, taking advantageof the experienceacquired by Pirelli in sporting
contestscould satsfy the demandgieneratedy theremarkable developmeim terms of the power of
the vehicles producedby the most prestigiouscar manufacturersThis serieshas been continuously
upgraded]eadingto the productionof superlow-profile tyres, which repreenteda strengthof both in
sportingcontestsand in theindustrial market. The '70swere yearf greattechnological advancement,
which saw thdaunchof CinturatoP7, P6 and P8.

In the '80s, Pirelli's commitmentto technologicalinnovation was reaffirmed by the introduction of

the first radial tyre for motorcycles.During this period, the Pirelli Group consolidatedts geographical
expansion through the opening of two plaim®Brazil (Sumare(1984)and Feirade Santan1986)),as
well as throughthe aquisitionof MetzelerKaotscuckAG, a Germancompanyespeciallyknown forthe

manufacturingof motorcycletyres(1986). Thisled to a strengtheningdf Pirelli competitivepositioning
in the market. In 1988, Pirelli acquiredthe Armstrong Tyre Company, a.B. tyre manufacturer,
throughwhich gainech manufacturinggresencén North America.

In the early '90s, Pirelli successfullyundertooka challenging corporateand financialrestructuring
process followingthe recessionand the failure to complete the acauisition of Continental AG, a
transactionin which significantfinancial resource$ad been investedhe reorganisatioended in 1994.
Sincethen Pirelli has resumed itgeographicakxpansionwith a view towarddocating productionin

marketswith strorg growth expectations and lewage costsConsistentwith this approach,jn 1999,
Pirelli acquiredcontrol of AlexandriaTire Company SAEan Egyptianicenseeof Pirelli's technologies
and manufacturesf radialtyresfor lorriesand buses.

The consolidaibn and the activitiegeorganisation(2000i 2014)

In 2000, Pirelli soldthe terrestrialfiber optic cablesbusinessto Cisco and the opticaiomponents
operationsto Corning, for approximatelyt 5billion. In 2001, through Olimpia, Pirelli acquired a
stale in Telecomltalia S.p.A.,becomingthe mainshareholdeuntil 2007.

In the early 200Qghe constantechnologicalresearchactivities enabledPirelli to developthe Modular
IntegratedRobotised SysteniMIRS) technology, which was designéd substantidy modify the tyre
manufacturingprocess, anthe compoundroomwith CCM (ContinuousCompoundMixing) technology,
designedo allow for experimentationvith innovativemixesand materials.

The ongoing search for an optimal production platform drove Pirelinplement a strategy aimed at
developingits businessn high-growth countries.In 2004, Pirelli entereéhto a joint ventureagreement
with Continental AG for the implementationof steelcordproductionin Romania.The joint venture
company,80% ownedby Pirelli, opened a steelcoqgroductionplantin Slatinain 2005. In 2005, Pirelli
spun out its cablegnergy systemandtelecommunicationassetsnto a newly-formed companynamed
PrysmianS.p.A.,which was soldo GoldmanSachsln the sameyear,2006, Pirelli opened its firstyre
productionplantin Shandong provincé& hina. This was thbeginningof its productiorin China.

In 2006, Pirelli opened its firstyre productionplantin Romania(Slatina),which was extendeth 2011.
Plans tobuild an industrial complexin Settimo Torinesebeganin 2008 when two plantswere joined
togetherto form whatwasto becomePirelli's most cutting-edgefacility. In recentyears,Pirelli focused
its researchefforts on the developmenbf energy efficient technologes for tyres; in 2009, Pirelli
introducedthe Cinturato P7 tyre, the first high performancéyre developedwith a greerphilosophy.

In 2010, Pirelli completecthe conversiorio a puretyre companyby sellingPirelli Broadband Solutions
and spinningoff the real estateassetsof Pirelli & C. Real Estate(as of the date of this Offering
Circular, Prelios S.p.A.)FondazionePRirelli's headquartersvas inauguratedn the sameyear, one year
after its establishmentto safeguardand celebrateits pastand to pronote its businessculture as an
integralpartof Italy's nationalcultural assets.

In June2010, aftera 19year hiatus,Pirelli returnedto Formulal E  r aand havg been thexclusive
tyre suppliersince2011.Pirelli hasalsobeen theexclusivetyre sypplier in approximately460 automobile
and motorcyclehampionships.

In 2011, Pirelli extendedts manufacturingoresencén the Russianmarketby way of a jointventurewith
ROSTEC (athat time namedRostekhnologii) and strengthenedts presencén Argentina by extending
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the Merlofacility. In 2012, Pirellisignedan agreemenwith Astra OtoPartsto build, by way of a joint
venture,a motorbiketyre plantin Indonesia.The facility wasopenedn 2015. Also in 2012, Pirel§ first
plantin Mexico was opeed, in Silao, focusing on the productionof Premiumtyres for the NAFTA

market.In 2014, Pirelli sold the steelcorcdssetdo Bekaerta Belgiangroup and technologicdéaderin

steelwire transformatiorand coatings.

On 25 July 2011, Pirelli Tyre, ROSTEC andthe Cypriot companyGHP AssetManagementoldings
Limited ("GHP") enteredinto a JointVenture Agreement(as subsequenthamended;EVO JVA") in
relationto E-Volution Tyre B.V., aDutch subsidiaryof the Pirelli Group establishedn 30 August2011
that,in turn, controlSOOO Pirelli Tyre Russia,the Pirelli Groups Russiansubsidiary,operatingthrough
the Voronezhand Kirov plants,headedby CJSCVoronezhTyre Plantand LLC Industrial Complex
Kirov Tyre, of which OOO Pirelli Tyre Russiaholds 100% of the sharecapital. The sharecapital of E-
Volution Tyre B.V.8 which is allocatedbetweenshare capital with voting rights and sharecapital
without voting right® is heldas followsas of the date hereof

i Pirelli Tyre holds a total of approximately 99.979% of the share capital (65% of share
capital with votingrightsand 100% of shareapitalwithout voting rights);

i RT InvestmentsS.a.r.l., a Luxembourgcompanycontrolled by Rostec,holds 0.015% of the
share capital25.005%0of sharecapitalwith votingrights);and

i RUS TyresS.a.r.l. (Luxembourg)a Luxembourgompanycontrolledby GHP,holds25 0.006%
of the shareapital (9.995%of the sharecapitalwith votingrights).

According to the EVO JVA, Pirelli Tyre hasthe unilateraland unconditioal right to convert(in the
proportionof 1:1) its own sharesvithout voting rights into shareswith voting rightsin the capital of E-
Volution Tyre B.V.,from 1 July 2018.

The acquisitionof Pirelli & C. S.p.A.by MarcoPolo Industrial Holding S.p.A.(2015)

On 22 March 2015, China National Chemical Corporation("ChemChina"), a stateowned enterprise
controlledby the StateownedAssetsSupervisionand AdministrationCommissionof the StateCouncil
("SASAC") of the Peoplés Republic of China, and China National Tire & RubberCorporation,Ltd.

("CNRC"), a companycontrolled by ChemChina,on the one hand, and Camfin S.p.A. (Camfin"),

Long-Term InvestmentduxembourgS.A. ('LT1") and Coinv S.p.A. (‘Coinv"), on the other hand,
enterednto a sale, purchasend ceinvestmentagreemen(the "Transaction Agreemert") regarding:

(@) the settingup by CNRC of the corporatestructure necessaryfor the implementation of the
transaction;

(b) the acquisitionby Marco Polo IndustrialHolding S.p.A. {(MPH"), of the ordinary sharesof
Pirelli directly held by Camfir

(© the re-investment,by Camfin and LTI, of part of the profits derived by the sale of Pirelli's
ordinaryshares directiyeldby theabovementionedntities,in shareof MarcoPolo;

(d) the executionby the parties,asof the dateof the closingof the sale,of a shareholderagreement
concerningall the sharesheld by themand containingcertain provisionsregarding,inter alia,
both MarcoPolo andPirelli's corporategovernancend thetransferof therespectivesharegthe
"First Shareholders Agreemert"); and

(e) the launch by MPH of a mandatorytender offer on the remainingordinary sharecapital of
Pirelli and of a voluntary tenderoffer on the overall saving sharesissuedby Pirelli, with the
aim of delistingPirelli,

(the transactionsdescribedin the foregoing paragraphs(a) through (e) above collectively, the
"Acquisition").

The Acquisition wasaimedat creatinga long-termindustrial partnershipbetweerPirelli, CNRC, Camfin

and LTI, for the purposeof strengtheninglevelopmenplans,monitoringstrategicgeographicahreasand
integraing the Industrial Businesses of CNRC with Pirelli, maintaining continuity and autonomy of
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Pirelli's current manageriastructure;all of the abovein light of a possiblerelisting of Pirelli shares
following the Industrial Reorganisatiodescribedelow, which subsequently occurred in October 2017

Industrial Reorganisation(2015- 2017)

Between2015 and 2017, Pirelli carriedout thelndustrial Reorganisatiorenvisagedn the Transaction
Agreement,which was aimedt strengtheninghe developmenibf the ConsumerBusiness,as wellas
protecting geographicallgtrategicareas.

In particular,the TransactiorAgreemenprovidedthatthe IndustrialReorganisatioshouldbe carriedout

through: (i) the completion of the industrial reorganisationof the Pirelli Group already underway,
following executionof the plan for 20132017, with the purposeof giving independentelevanceto the

IndustrialBusiness (includinghe necessariR&D resources)hy meansof the incorporatiorof a separate
entity controlled by Pirdli ("Pirelli Industria I"); (ii) the integrationof Pirelli Industrial with some
strategicassetsowned by CNRC (the"Strategic Assetsof the CNRC"); and (iii) the integrationof

Pirelli Indudrial with a listed companycontrolled by CNRCAeolus Tyre Co. Ltd"(Aeolus").

The TransactionAgreementalso establishedhat, following the completionof the compulsorypublic
tender offerand the establishmenbf Pirelli Industrial, the competentcorporate bodiesf CNRC and
Pirelli should initiatethe necessarycorporateproceduresfor Pirelli Industrial to be integratedwith
the Strategic Assets of CNRC in a joint venture basedin Beijing, and then later to complete the
integrationwith Aeolususinga mechanisnto be definedat a laterdate.

In this context,Pirelli negotiatedthe industrialand corporatestepsfor the reorganisatiorportion of the
transactionwith CNRC, takinginto accountthe Chineseregulatoryframework,which allowed Pirelli to
startthe proces®f integratingPirelli Industrialandthe StrategicAssetsof CNRC with Aeolus, without
having to first form the joint venture referred to above. Following the appropriate audits and
evaluationsasof the secondhalf of 2016,Pirelli consideredakingthe opportunityof this reorganisation
to carryout a completeand definitive separatioof the IndustrialBusinessrom the ConsumeBusiness,
while alsoin view of a bettecommercial performanda the ConsumeBusiness.

This separation was completed in March 2017 and led to the separation -aodsddidation of the
Industrial Business.

The industriakeorganisatiortransactiorwas accomplishedin summaryas follows:

(@) the industrial reorganisationraimed at separatingand ensuring the autonomyof the Industrial
Business, throughhe contribution of the relevant going concerngo Pirelli Industrial, and
subsequentlyenamed PrometedFyre Group S.r.[(PTGor Prometea); and

(b) the acquisitionby Pirelli Tyre of a stakeequalto 80% of the registereccapitalof JiaozuocAeolus
Tyre Co., Ltd., a Chinesecompanyowned by Aeolus and engagedin the production and
marketing of tyres for the ConsumerBusiness (thetransactionsdescribedin the foregoing
paragraph(a) andthis paragraplgb), together, the' Industrial Reorganisation").

Contribution of the Industrial Business activitieso Pirelli Industrial

In 2015andat the beginningof 2016, Pirelli carriecdbut a worldwidecorporateseparatiorprocess of its
IndustrialBusinessactivities,including shareholding#n foreign companiesand subsequentlgontributed
the relevangoing concernby meansof deedeffectiveasof 31 January2016, to Pirellindustrial,at that
time controlled by Pirelli Tyre (with exceptionsmade for the industrial activities in China and
Argenting.

In particular,on 15 January2016, the Board of Directors of Pirelli Tyre approvedthe transfer of
the IndustrialBusinesgo Pirelli Industrial.

On 22 January2016, thesharehalers meetingof Pirelli Industrialdecidedto increasdts nominal share
capital to 9 9, 9 7 0 jnOafdtion@d0y 2 7 2, 0 3 f totaAl Prendiudn and thus for a total

valueof 0 37 2, 0 0 Otg & 8ubscribédin-kind by Pirelli Tyre. Later, on 27 Janary 2016, and

taking effectas of 31 January2016, Pirelli Tyre assignedthe going concernrelatedto the Industrial

Businessthus subscribinghecapitalincreaseof Pirelli Industrial.
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In the deed of contributior(signedon 27 January2016), PirelliTyre (the"Assignor') committedto
indemnify and hold harmles®irelli Industrial (the "Assignee"), for the full amountof any relative
payment, pursuartb art. 1223 of the Italian Civil Code,for the damagesliabilities, charges,costsor
expenseghat it may beobligedto support,for any causeand/or purpose(alsoin accordancewith the
provisionsof art. 2560 of the ItaliarCivil Code) in relatiorto thegoing concerrassignedand which is
relatedto thefacts,actions,omissions aneéventsoccurringfrom the periodprior to theeffective dateof
theassignmenaind with theexceptionof the factsactions,or omissionsattributableto the Assigneeand
relatedto the conductperiod(January 2016for therentof thegoingconcern.

It was also agreedthat, in relation to the samedamages]iabilities, costsand charges,if the related
payment isnadeby the Assignee the Assignorshall be obligedto repaythe full amountpaid within 30
days ofthe Assigneswritten request

Pirelli completedtransactionsconsistingof the transfer of assetsor businessesand demergerof the
existing subsidiarieof Pirelli in Brazil, Colombia, Turkey, Poland, Switzerland, Spain, Germany,
Mexico and the UK. In Colombiaand Turkey, thetransa&tions included the establishmentof new
consumercompaniesas the transferees of thessetsand businessrespectively,while in all other
countries the newly establishedompaniesvere registeredsthe transfereesr beneficiariegin the case
of a denerger)of theindustrialbusines®r relevant assets.

Agreementwith Aeolus

On 1 October2016,pursuanto an asseinjection agreemenenterednto on 3 June 2016 betweétrelli

Tyre, CNRC and Aeolus, a listed companyon the ShanghaiStock Exchangeof which CNRC wasthe
controlling shareholderas subsequentlyamendedon 28 June 2016 and on 6 Septemlt916, the
following transactions were consummated:

€) the sale by Pirelli Tyre to Aeolus of a stakeequalto 10% of the registeredcapital of Pirelli
Industial againstpaymentby Aeolus as part of the separationprocessmentionedabove, at
apriceequalt o U7 0, a8determibethy ChinaUnited AssetsAppraisalGroup (certified
independenexpert, designatefintly with Aeolus), throughthe applicationof the discounted
cashflow methodon the basiof thePirelli Industrialfive-yearbusinesglan;and

(b) the concurrentacquisitionby Pirelli Tyre of a stakesqualto 80% of theregisteredcapital of
Jiaozuo AeolusTyre Co., Ltd., subsequentlyenamedPirelli Tyre (Jiaozuo)Co., Ltd. (at that
time a company whollyowned by Aeolus, operatingin the produdion and marketing of
consumetyres),ata price equivalento RMB 497,673,28correspondingo approximatelyl 6 7
million at the time of the transfer)as determinedoy China UnitedAssetsAppraisal Group (a
certified independentexpert, designategbintly with Aeolus), by the applicationof the cost
method(known as theostapproach) baseah thefinancial situaion of JiaozucAeolus Tyre Co.,
Ltd. on 29 Februar016.

With respectto the purchaseof 80% of the sharecapital of JiaozuoAeolus Tyre Co., Ltd., the price
was paidin October2016to Aeolus, and with theompletionof the transactionpPirelli Tyre assimeda
net financial position of approximatelyRMB 500 million (equalto aboutu 6 fhillion at the time the
transactiorwas completed).

The contractfor the acquisitionof 80% of the sharecapital of JiaozuoAeolus Tyre Co., Ltd. does
not containany clausesand/or limitations that may have a future unfavourableimpact on Pirelli Tyre,
which arenot in linewith marketpracticedor similar transactions.

In the context of thesetransactionspn 28 dine 2016, Pirelli Tyre and Aeolus enteredinto a patent
and knowhow license and technical assistanceagreement,which becameeffective on 1 October
2016 and which will remainin force until 31 DecembeR030.

Recent Developments
Completionof the Industrial Reorganisationand focusingon the Consumer Business
On 31 Decembef016, the transferto TP IndustrialHolding S.p.A. (TPIH"), at that time a wholly-

ownedsubsidiaryof Pirelli, of a stake equab 52% of the registereccapitalof Pirelli Industrial,through
the partial, proportionaldemergerof Pirelli Tyre in favour of TPIH, was completed.As a result of
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this transaction,90% of Pirelli Industrials registered capitalvasheld by Pirelli (of which 38%through
Pirelli Tyre and 52% throughPIH), while10% was heldy Aeolus.

On 13 January2017, pursuantto a stock purchaseagreemensignedon 28 December2016 between
Pirelli Tyre and China Cinda (HK) Holdings CompanyLimited ("Cinda HK"), a companyindirectly
controlledby the Ministryof Financeof the Peoplés Republicof China, the transferof a stakeequal

to 38% of the registered capital of Pirelli Indtrial by Pirelli Tyre toHigh Grade (HK) Investment
Management.imited, a company indirectly controlled by Cinda HK previoudgsignatedy the latter
as thepurchaserwas completedThe transactiorwas concludedor a price of approximatelyl 2 6 6
million, agreedupon betweethe partieswith referencdo thevalueof Pirelli Industrialas of29 February
2016, as determined by the appraisal carried out by China United Assets Appraisal Group, a
Chinesecertified independengexpert,in the contex of the transactionfor the transferof 10% of Pirelli
Industrial to Aeolus, carriedut onl October2016.

On 15 March 2017, Pirelli Tyre's entire stake in TPIH (holding 52% of Pirelli Industrials
registered capitalvasassignedthroughdistributiorrin-kind of the reservefor retainedearningsand its
portion of the mergesurplusreserveto MarcoPolo InternationaHolding Italy S.p.A. ("MPH"). Also
on 15 March 2017,MPH's shareholdefameetingdecidedon the distributiorrin-kind to Marco Polo of a
proportionof the sharepremiumreservethroughassignmenof Marco Polds 100% holdingin TPIH. As
a resultof the aforementionedassignments100% of the sharecapital of TPIH and, indirectly, 52% of
the sharecapital of PTG, is currently held by Marco Polo. On 1 April 2017, Pirelli Industrial was
renamedPrometeormyre Group S.r.[(PTG).

With the purposeof completely focusing on the ConsumerBusiness,Pirelli currently envisages to
undertakecertain transactions, particularlin Argentinaand China, aimedat fully accomplishingthe
Industrial Reorganisation. Pirelli currentgnvisageshatthesetransactionwill be completedvithin the
year2018.

Relisting of Shares of Pirelli

As described above, the ordinary shares of Pirelli were dglistlovember 2015 in connection with the
Acquisition. On 2 October 2017 Pirelli announced the completion of the global offering of its ordinary
shares (the Shares) and the admission to listing on the Mercato Telematico AzionaNbTA&'™)

organised and managed by Borsa Italiana S.pBorga Italiana™). 400,000,000 shares were allocated to

33,329 applicants at the offer price set at Euro 6.50 per Share. Such Shares comprised 350,000,000 Shares
from those €fered by Marco Polo as selling shareholder and 50,000,000 from the exercise of -an over
allotment option granted by the selling shareholder in the context of the IPO.

On 3 October 2017 J.P. Morgan Securities plc partially exercsgr@enshoeoption for 18,904,836
Shares, out of the 50,000,000 optiBhares granted by Marco Pplhus entailing the redelivery to the
latter of 31,095,168hares lent for the purpose of the cadlotment. The purchase price of the option
Shares was Euro 6.50 pehae, equiato the offer price in the global offeringhe global offering,
including thegreensho@ption, comprised a total of 368,904,836ares (corresponding to approximately
37% of Pirellls share capital)

Thefirst day of trading on th#1TA was4 October 20Q7.
Intellectual Property

Pirelli's competitiveposition dependson its ability to offer productsthat can be perceivedas distinct
from thoseof competitorsand respondb theirinitiatives.

This differentiation is achievedthrough highly technological products The competitive advantage
obtainedthroughthe productoffering on the marketmust be protectedand consolidated byntellectual
property rights. Pirelli therefore pays specialattentionto the dynamicsassociatedwvith technological
developmenthroughthe definition of technologyprocessand producinvestmentstrategiesdepending
on the competitiveadvantagegainedin termsof intellectualproperty,and thecreationand management
of a portfolioof trademarks&nd patentthatcan consolidatsuch an advantage.
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Trademarks

Pirelli owns morethan770 trademarks;orrespondingo over7,800 trademarkegistrationsaroundthe
world. Registrationsare usually made in Europe (EU trademarkcovering the 28 countries of the
EuropeanUnion), USA, CanadaArgentina, Brazil, Turkey, Russiaand China, as well as in other
countriesdependingon the specifimeeds. PIRELLtrademarkgthe PIRELLI lettersand logo and other
figurative marks containinga Long P) are ownedy Pirelli, while some institutional marks and
trademarksare ownedby Pirelli Tyre.

Industrial patentsand designs

Pirelli has fileda variety of patentsfor inventions (of a productor process)which are the result of
its businessnodelthat emphasisesechnologicalinnovation. GenerallyPirelli files patentapplications
for approximately40-45 new inventionseachyear to coverinnovative solutionslevelopedrelating to
productsand/orproductionprocesses.

Among product patents, special attention is paid to solutions related to new tread designs. The
development ofSpecialties (SelfSealing, PNCS, coloured tyres) has generatedand continues to
generatevariouspatents With respecto materials,approximatelyone quarterof new solutionspatented
eachyear involve the use of new raw materiland/or the developmentof new blendsthat improve
productperformancegrolling resistancelow temperaturgerformancemileageand handlingetc.). More
thanhalf the new patentdiled eachyearrelateto productionprocessesand in particularthe innovative
MIRS, Next MIRS, CCM/PTSM and CVAprocesses.

Pirelli hasalsopatentechumerousCyber technologyolutions,developecdoy Pirelli sincethe mid-1990s,
as well asthe PIRELLI CONNESSO systeniThe developmentand refinementof Velo productsand
processeshas recentlyed to theregistrationof new patents. Mosif the patentarefiled underthe name
of Pirelli Tyre. In accordancevith a consolidategolicy, researctand developmenactivities within
subsidiariesare also centrally funded with the reaulting intellectual propertyights belongingto Pirelli
Tyre.

Patentsactive in the portfolio of the Pirelli Group are groupedinto approximately720 patentfamilies
(eachof themin relationto a priority application)eachextendecn averageo eightto nine countriesfor
a total of approximately6,100 national patents.In addition to these,there are approximatelyl00
industrialdesignfamiliesfor a totalof about450nationalregistrations.

Licenses

As partof the IndustrialReorganisatiorRirelli Tyre signedseveralicensingagreementsvith Aeolus and
PTG to enablethemto (i) accesspremiumtechnologydevelopedby Pirelli in relation to tyre-related
activitiesand (ii) the use of certaitrademarkowned by thePirelli Group.

Furthermoreas of 30 June 2017Pirelli is a partyto certainlicensingagreementselatedto the Pirelli
Design projectwhich wascreatedasa developmenbf the Pirelli PZeroprojectlaunchedoy Pirelli in the
early 2000s. The objectivef Pirelli Design,consistentwith the focuson thePrestigeand Premiuntar
segmentsis to enhancdahe Pirellibrandby developinglicenseddesignbasedprojectsthat leverageon
the technologicalknow-how in conjunction with selected partners who are excellent in their
busines, in order to offer unique and iconic products.In particular, Pirelli has signedlicense
agreementfor productssuch as inflatablboats skisand watches.

Protectionof Intellectual Property

Pirelli has adopteda policy for managingthe portfolio of trademarksand patentsAs a preventive
measurebeforeproducingor marketingits products,Pirelli performsresearctboth throughdatabaseas

well as by conductingnarket surveysto confirm that the sale of the productswill not resultin the

infringementof third party trademarksr patentsWith respectto the new distinctive marksgenerated,
Pirelli registerghemas trademarks.

With respectto technicalinnovation, patentstudiesare carried out and thetools bestsuitedto obtain
exclusive rights are identified, such as terms of patents,models and drawings. For each family of

trademarks, patentsjodelsor drawingsa carefulassessmeris madeof the countriesin which to extend
their protection, takingnto accountnot only the countriesin which Pirelli mandacturesor markets

2199363-11-v17.0 - 125- 47-40668638



the productsbut also thosein which its direct competitorsoperate,for the proper protectionof its
competitive advantage Pirelli also conducts periodicassessmentto ensurethat the internal use of
trademarksand patentds in accadancewith thosefiled, as well as to preventthird parties from
illegally using its intellectual property. Theseassessmentalso extendto the internetdomain names,
bothwith respecto the existence®f third-partyrightsand to territoriaregistraton and extension.

Sustainability
SustainabilityModel

Pirelli has adopteda sustainabilitymodel (the "Sustainability Model") that is inspired by the Ten
Principles of theGlobal Compactof the United Nations,to which Pirellihas been a signatosyince2004,
the Accountability Standarti000(AA1000) Standardbn StakeholdeEngagemenandthe Guidelineson
CorporateSocial Responsibilityas dictatecby theISO 26000 Internationabtandard. The management
constantly supervisesthe entire value chain. Each businessrea integrateseconomic, social and
environmental responsibility into their scope of action, through constant interaction with other
departmentsnd stakeholder® bestmanagerisks and opportunitieassociatedvith processesproducts
and service

The SustainabilityModel is reflectedin Pirelli's mainbusinesgolicies, publishedon www.pirelli.com,

and communicatedo all employeesin their local language.lt permeatesall of the supply chain

managemenphases, fronselectionto the contractualstage,up to verification of the commitmentsmade
by suppliersthrough third- party on-site audits. In addition, Pirelli has adoptech multi-stakeholder
approach,pursuingsustainale and lasting growttbasedon a fair balanceof the expectationsof the

partieswith the company.Relationshipswith stakeholdersre basedon a proactivedialogueaimedat

comparingand compilingtheir expectationso sharea commorapproacton growth.

The mainmanagemergystemsadoptedarebasedon internationallyacknowledgedtandardsind include
quality managemensystemcertificationsaccordingto valid ISO 9001 standads, IATF 16949 (Specific
standardor the quality managemensystemin the autonotive sector),ISO/IEC 17025 (thetardardthat
dictates the general requirementfor the managementof testing and "calibration laboratories)
environmentalmanagemensystem certificationsccordingto the ISO 14001 standard,certifications
relatingto the managemensystemof for "workplace health and safety accordingto the Occupational
Health and Safety AssessmeniSeries Standard 18001 (OHSAS 18001). Since 2004, Pirelli has also

taken inspiration from the SA80® Standard (Social Accountabilit8000) as a benchmark for
managingCorporateResponsibilitywith Pirelli affiliates aswell asthe supplychain.

SustainabilityRating

Pirelli's commitmento long-term value creationand economicsocialand environmentaperformance
enabled Pirellito be included, prior to its delisting, in someof the world's most prestigiousglobal

sustainabilitystock indexessuch as the Dow JonesSustainability Index World and Europe (2006

2014),the FTSE4Good(2012 2015) and to obtaithe highestscoreamongtyre manufaturersas parof

the CDP Climate Change (2015).

Risk Management
EnterpriseRisk Management

Pirelli has adopted proactiverisk governancenodel(the "Risk Model"), which, throughthe systematic
identification, analysisndassessmentf risk areasis ableto providethe Board of Directorsand senior
managementvith the toolsneededo anticipateand managé¢he effectsof theserisks. The Risk Model
systematicallyassessethree categoriesf risk:

Risksin theexternalcontext

Risks that occur outside Pirelli's sphereof influence - this categoryincludes risks related to
macroeconomic trendsgchangesin demand, competitor strategies, technological innovation, the
introductionof new rulesand regulationsand countryspecificrisks (economic,securityrelated,political
and environmentaisks).
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Strategicrisks

Risks that are typical for a specific businesssector, for which proper managemenis a sourceof

competitive advantagegr on the contrary, the causefor the failure to achievefinancial objectives.
This categoryincludes riskdinked to markets,productinnovationand developmentiumanresources,
raw materialcosts,production processefinancial risks and risksconnectedo mergerand acquisition
operations.

Operationalrisks

Risks generatedby the organisation and by corporate processes,whose occurrence does not
necessarily resultn any kind of competitive advantage.These typesof risks include information
technology,business interruptiorlegal compliance health, safety & environment,and securityrelated
risks.

Alongsidethe abovementionedrisks, there are also corporatesocial responsibility,environmentaland
businessethics risks.Theseare risks associatedvith the non-compliancewith local and international
reguldions and corporate policieregardingrespectfor humanand labar rights, the environmentand
businessthicsand can be generated bdththe organisatiorandaspart of Pirelli's relative value chain,
aswell aswithin the supplychain.These risks$n turn can leado reputationatisks.

Reputationatisks arerelatedto actionsor eventghat could causea negativegperceptionof Pirelli on the
part of its major stakeholdersThe mainareasof risk in this categoryare, in additionto the above
mentionel risks relatedo corporatesociatenvironmentakesponsibilityand to businessethics, risks of
leadershipand thequality and levebf productinnovation.

In relation to the various macrofamilies of risk, the Board of Directorsis assistedby two risk
management committeesachwith specific areasof responsibility The Strategic Risks Managerial
Committee,with jurisdiction over the risks inherentin the strategicchoicesmadeby the businessor
deriving from the outside context in which Pirelli opertes. The Operational Risks Management
Committee, focused on the prevention and management of risks inhretbabrganisationaktructure,
Pirelli's processeand systemas wellas on sustainabilitissues.

Thetwo committeesareresponsibldor (i) adoptingand promoting systematiand structuregirocesof
identificationand measuremenf risks; (i) examiningthe informationon existingand potentialnternal
and externatisks to which Pirelli is exposed{iii) proposingresponsestrategiedo risks,in termsof the
completeand specificexposureto the different categoriesof risks; (iv) proposingthe application of
risk policy in order to ensurethat the risk is reducedto "acceptablé levels and (v) monitoring the
implementationof risk respons strategieghat have been definedgand thecompliancewith the risk
policiesadopted.

In terms of monitoring of risks deriving from the external context, the Strategic Risk Management
Committeetakes advantageof the supportof the departmentof Enterprse Risk Managemenin the
analysisof the main macroeconomicvariablesand political events,as wellas of themodelsthat are
designedto analysethe longterm impact of potential macroeconomicchangeson the market. The
managementommitteesuse the funitons for the Sustainabilityand Governanceof Risks in which the

Risk Officeris involved, who coordinates thassessmergrocessand ensurethe continuousmonitoring

of Pirelli's exposureto the primaryrisks, verifying the effective implementationat the level of
individual businessfunctions and organisationalunits of mitigation plans.

Systenof riskmanagement and internabntrol relative to thefinancial reporting process.

Pirelli has alsamplementeda specificand comprehensivesk managemenard internalcontrol system,
supportedby a dedicateccomputerapplication,in relationto the processof the formation of the semi

annual and consolidatedinancial reporting to safeguardits equity, for compliancewith laws and
regulationsfor the efficiency andeffectivenes®f busines®perationsas wellas thereliability, accuracy
and timelines®f financial reporting.

In particular, the process of preparing financial reports takes place through the appropriate
administrative anéccountingorocedureshathavebeendrawnup in accordancevith criteria established
in InternalControB IntegratedFrameworkissuedby the Committeeof SponsoringOrganisation®f the
Treadway Commission.
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The administrative/accountingroceduresfor the preparationof financial statementsand all other
financial reportsare preparedunderthe responsibilityof the Chief Financial Officer, who periodically
atteststo (in any case,jn the annual/consolidatedinancial statements}heir adequacyand effective
application.

To emablethe Chief Financial Officer to makethis attestationthe companiesand therelevantprocesses
that feedand generatehe data for the income statementthe statementof financial position or the
financial statements havieeenmapped.The identification of companieghat belongto the Pirelli Group
and therelevantprocessess carried outannuallyon thebasisof quantitativeand qualitativecriteria. The
quantitativecriterion involves the identificationof the Pirelli Group companieshat, in relation to the
selectedprocessesaccountfor an aggregatevalue thatexceedsa certainthreshold of materiality.
Qualitative criteria involve the examinationof processesand companiesthat, in the opinion of the
Chief FinancialOfficer, may presentpotential areasof risk despitenot falling within the aforesaid
quantitative parameters. For eaesblectedprocess,the risk/control objectives associatedwith the
preparation of the Financial Statementsand any related disclosures, as well as to the
effectivenesfficiency of the internal control systemin generalhave been identified. Fe@achcontrol
objective,specificverification procedurediave been implementethd specific responsibilitigsave been
assigned. Asupervisorysystemhasbeenimplementedbn the controlscarriedout by way of a mechanism
of chain attestation®ny problemsthat emergewithin the evaluationprocessare subjectto actionplans
whose implementatiois verified in subsequentlosings. Thequarterly issue of a declarationof the
reliability and accuracyf the datasuppliedfor the purposef preparingPirelli's consolidatedinancial
statementss also ultimately provided by the Chief Executive Officer and theChief Financial Officer
of eachsubsidiary. Inthe leadup to the Board of Directors Meeting, at which the consolidated
data as of 30 June and 31 Decemberis approved,the results of the verification proceduresare
discussedby the Chief Financial Officer and the Chief Financial Officers of the Pirelli Group
subsidiaries. Thénternal Audit Departmenfperformsregularauditsaimedat verifying the adequacyof
the designand effectivenessf the controlson the subsidiariesas well as thesampling procedures,
selectedn thebasisof materialitycriteria

Employees
Number ofemployees

The table below shows the number of employeesexpressedn Full Time Equivalentemployedby
the ConsumeBusinessas 0f31 Decembe016, as welas30 June 201and 2016, by mainategories.

The numberof employeesndicatedin thetableincludesboth temporaryworkersand fxed termworkers
employedby Pirelli in theConsumeBusiness. Thdollowing table showsthe numberof employeesof
Group as of 30 June 201730 June2016 and31 December 2016, by geographiea.

31 December 30 June
2016 2017 2016

Employees

LU o]« 3PP PPPPPRPN 14,756 15,071 14,928
NAFTA ., 2,078 2,319 1,964
Latam........coevveereiieeiiieeens 7,498 7,855 7,569
MEAI ...ccooieeeeeciieeen, 581 649 656
1Y = Y O 4,875 4,933 3,856
Lo ¢ | SRS R PRSP 29,787 30,828 28,973
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Pirelli
Overview

Pirelli is a societa per azionflimited liability company limited by shares), orgagisunder the laws of

the Republic of Italy. Pirelé registered office is at Viale Piero e Alberto Pirelli 25, Milan, Italy,
telephone number +39 02 64421. The tax code and Milan Company Register registration number for
Pirelli is 00860340157.

Pirelli wasincorporated on 15 May 1883. Pir&dlcorporate existence is currently scheduled to expire on
31 December 2100. Pirelli operates under Italian law.

Pirelli's business objects can be found in Article 2 of itdauys.

For the principal activities of Pirgl please seed Description of Pirelli operations, products and
services.

Principal Shareholders

As at the date of this Base Prospectus, Pgefiilly subscribed and paigp share capital is
01,904,374,374,935.66ivided into 1,000,000,000 ordinaryasles with no indication of hominal value.
As at the date of this Base Prospectus, there are no other classes of shares in issue.

Pirelli's shares are listed on thMercato Telematico Azionari’MTA ") division of the Borsa Italiana
S.p.A.

As at the datefahis Base Prospectus on the basis of the shareholdgister, communications received
pursuant to CONSOB Regulation No. 11971/1999 (as amended) and other information available to
Pirelli, Marco Polo International Italy S.p.ANlarco Polo") is the prircipal shareholder of Pirelli, with
631,095,464 ordinary shares equal to 6301df the ordinary share capital. The remain86g,904,836
shares equal 186.8%% (free float) are held by other shareholders.

As far as Pirelli is aware, there are no arrangesyeht operation of which may at a subsequent date
result in a change of control of the Pirelli Group.

Marco Polo International Italy S.p.A.

Marco Polo is aocieta per azionflimited liability company limited by shares) organised under the laws
of Italy with registered office in Milan, via San Primo 4, enrolled with the Registry of enterprises of
Milan under fiscal code and VAT no. 09052130961. Marco Polo is a company indirectly controlled by
ChemChina.

The following table contains information regarditige direct ownership and voting interests of Marco
Polo.

SHAREHOLDER OWNERSHIP AND VOTING
INTEREST

FOURTEEN SUNDEW S.AR.L. 65%

CAMFIN S.P.A. 22.4%

LONG-TERM INVESTMENTS LUXEMBOURG S.A. 12.6%

The graphic below shows the chain of control afrivb Poldoy ChemChina
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| China National Chemical Corporati@@hing |

J oo IIREI.I.I

| China National Tire & Rubber @6hing | Structure chart Pirelli Group

100%

| CNRC Internationdlimited(Hong Kony |

75%
25%

| CNRC International HolditigK) Ltd(Hong Kong) |% Silk Road Fund Co. L{Ghina)

100%

| FourteenSundews.a.r.|(Luxembourg) |

65%

22.40%
Camfin SpAltaly) I
| Marco Polo International Italy Sp{Raly)
LongTerm Investmenttuxembourg S.ALux.) I
12.60%

63.11%

36.89%0
| Pirelli & C. SpAitaly) F‘ Market (cthers shareholdens |

100%

| Pirelli Tyre SpA(Italy) |

Measures in place to ensure major shareholder control is not abused

Pirelli has adopted a procedure for transactions with related parties issued in compliance with the
provisions of the Article 239bis of Italian Civil Code and CONSOB Raution No. 17221/2010; such
procedure establishes the principles and rules to which Pirelli and its subsidiaries must adhere in order to
ensure transparency and substantial and procedural fairness of related parties transactions. The Board of
Directors las established the Committee for Related Party Transactions.

In accordance with Pirelé bylaws, the ShareholdérMeeting has appointed a board composed of
fourteen members; currently seven of the fourteen board members are independent (whichris greate
than the number of independent directors required by law) and meet the requirements prescribed by law
and by the Corporate Governance Code for Italian listed companies. A further independent director will
be appointed by the first Shareholddvieeting b be held after the date of this Base Prospectus, which

is expected to be, at the latest, the Shareholders Meeting to be convened in the first half of 2018 to
approve Pirells 2017 annual financial statements. Under Piselhiy-laws, when the current bah
expires, one fifth of the board members to be appointed shall be drawn from slates other than the
majority list. Pirellis bylaws provide that any independent director must meet the independence
requirements prescribed by law or by the Corporate Gawes Code for Italian listed companies.

Board of Directors

Pursuant to Article 10 of its baws, Pirelli is managed by a Board of Directors composed of no more
than 15 members, who remain in office for three financial years (unless a shorter termlighestdly
the ShareholderMeeting at the time of their appointment) and may beleeted.
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The Board of Directors in charge as at the date of this Base Prospectus was appointed by resolution of the
ShareholdetdMeeting on August 1, 2017 with effectivessefrom August 31, 2017 until the date of the
ShareholdetsMeeting called to approve the financial statements for the year ended on December 31,
2019.

As at the date of this Base Prospectus, the Board of Directors of Pirelli is composed as follows (*):

NAME POSITION PRINCIPAL ACTIVITIES
OUTSIDE THE GROUP (I F
ANY) (DIRECTORSHIPS)

REN JIANXIN CHAIRMAN CHINA NATIONAL
CHEMICAL CORPORATION
CHINA NATIONAL
BLUESTAR CO. LTD.,
SYNGENTA LTD.
SWITZERLAND, TP
INDUSTRIAL HOLDING

S.P.A.
MARCO TRONCHETTI CHIEF EXECUTIVE CAMFIN S.P.A, MARCO
PROVERA OFFICER AND EXECUTIME TRONCHETTI PROVERA &
VICE CHAIRMAN C. S.P.A,, NUOVE

PARTECIPAZIONI S.P.A TP
INDUSTRIAL HOLDING

S.P.A., RCS MEDIAGROP
S.P.A.

YANG XINGQIANG DIRECTOR CHINA NATIONAL
CHEMICAL CORPORATION
ADAMA AGRICULTURAL
SOLUTIONS LTD., MARCO
POLO INTERNATIONAL

ITALY S.P.A., TP
INDUSTRIAL HOLDING
S.P.A.

BAI XINPING DIRECTOR CHINA NATIONAL TIRE &
RUBBER COMPANY
LIMITED, MARCO POLO
INTERNATIONAL

ITALY S.P.A., CHINA
NATIONAL CHEMICAL
EQUIPMENT CO. LTD,
AEOLUS TYRE COLTD.,
FOURTEEN SUNDEW SARL
CNRC INTERNATIONAL
LTD, TP INDUSTRIAL
HOLDING S.P.A., CNRC
CAPITAL LTD, CNRC
INTERNATIONAL

HOLDING (HK) LTD.

GIORGIO LUCA BRUNO DIRECTOR PRELIOS S.P.A,,
PROMETEON TYRE GROUP
S.R.L, MARCO POLO
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NAME POSITION PRINCIPAL ACTIVITIES
OUTSIDE THE GROUP (I F
ANY) (DIRECTORSHIPS)

INTERNATIONAL ITALY
S.P.A. NUOVE
PARTECIPAZIONI S.P.A,
CAMFIN S.P.A., TP
INDUSTRIAL HOLDING
S.P.A., DONIZETTI
TRADING S.R.L.

LAURA CIOLI DIRECTOR BREMBO S.P.A.,

SPRINTITALY, BUSINESS
INTEGRATION PARTNER
ANSALDO ENERGIA S.PA.

DOMENICO DE SOLE DIRECTOR TOM FORD
INTERNATIONAL,
ERMENEGLIDO ZEGNA
S.P.A., NEWELL BRANES5,

SOTHEBY'S

ZE'EV GOLDBERG DIRECTOR MARCO POLO
INTERNATIONAL ITALY
S.P.A.

TAO HAISU DIRECTOR MERCURIA (CHINA)

INVESTMENT CO.
LIMITED, CHINA GLOBAL
NATURAL RESOURCES
INVESTMENT FUNDS,
MERCURIA ENERGY

GROUP
MARISA PAPPALARDO DIRECTOR FINSTAR S.P.A.
CRISTINA SCOCCHIA DIRECTOR LUXOTTICA S.P.A., ELUCA

S.P.A., VALTUR S.P.A
ESSILORLUXOTTICA S.A

GIOVANNI TRONCHETTI DIRECTOR CAMFIN S.P.A, MARCO
PROVERA TRONCHETTI PROVERA &
C. S.P.A,, NUOVE
PARTECIPAZIONI S.P.A TP
INDUSTRIAL HOLDING

S.P.A., MARCO POLO
INTERNATIONAL ITALY

S.P.A.
FAN XIAOHUA DIRECTOR N/A
WEI YINTAO DIRECTOR N/A

(*) It is provided that at the first Shareholdeveeting following the beginning of the trading on the MTA of Pitlli
shares, it is allwed for minorities to elect their representative to the Board after redetermination in 15 of the new
number of Directors.

2199363-11-v17.0 -132- 47-40668638



Board of Statutory Auditors

As at the date of this Base Prospectus, the Board of Statutory Auditors of Pirelli is composed as follows:

NAME POSITION PRINCIPAL ACTIVITIES
OUTSIDE THE GROUP (1 F ANY)

FRANCESCO CHAIRMAN MAIRE TECNIMONT

FALLACARA S.P.A. (CHAIRMAN OF

THE BOARD OF
STATUTORY AUDITORS)

RO. CO. EDIL. S.R.L.
(STANDING AUDITOR)

HIRA FILM S.R.L.
(INDEPENDENT
AUDITOR)

PATTY S.R.L.
(QUOTAHOLDER)

ANTONELLA CARU STANDING AUDITOR AUTOGRILL S.P.A.
(STANDING AUDITOR)

FABIO ARTONI STANDING AUDITOR MAG JLT S.R.L.
(STANDING AUDITOR)

ECOSESTO S.P.A.
(STANDING AUDITOR)

CAMFIN S.P.A.
(STANDING AUDITOR)

PASTIFICIO
CASTIGLIONI S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

ELBA S.P.A. (CHAIRMAN
OF THE BOARD OF
STATUTORY AUDITORS)

ALUCART S.R.L.
(STANDING AUDITOR)

ALHOF DI A. HOFMANN
S.P.A. (STANDING
AUDITOR)

FINSER S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

V.I.P. S.P.A. (CHAIRMAN
OF THE BOARD OF
STATUTORY AUDITORS)
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ASE S.P.A. (STANDING
AUDITOR)

BARRY CALLEBAUT
ITALIA S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

BARRY CALLEBAUT
MANUFACTORING
ITALIA S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

TP INDUSTRIAL
HOLDING S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

EURO TLX SIM S.P.A.
(STANDING AUDITOR)

DOLPHIN S.R.L.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

CHROMAVIS S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

FALCK ENERGY S.P.A.
(STANDING AUDITOR)

VIP LOGISTICS S.P.A.
(CHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)

EMMA S.P.A. (STANDING
AUDITOR)

LONDON STOCK
EXCHANGE GROUP
HOLDINGS ITALIA S.PA.
(STANDING AUDITOR)

MARCO POLO
INTERNATIONAL ITALY
S.P.A. (STANDING
AUDITOR)

PROMETEON TYRE
GROUP S.R.L.
(CHAIRMAN OF THE
BOARD OF STATUTORY

2199363-11-v17.0

-134-

47-40668638




AUDITORS)

ELITE S.P.A. (STANDNG
AUDITOR)

FOODELICIOUS S.R.L.
(STANDING AUDITOR)

CASSA DI
COMPENSAZIONE E
GARANZIA S.P.A.
(STANDING AUDITOR)

ANTRIM S.P.A. (CHAIRMAN OF
THE BOARD OF STATUT@RY
AUDITORS)

AMFIN HOLDIG S.P.A.
(STANDING AUDITOR)

LUCA NICODEMI

STANDING AUDITOR

F.C. INTERNAZIONALES.P.A.
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

INTER MEDIA S.P.A. CHAIRMAN
OF THE BOARD OF STAUTORY
AUDITORS)

INTER BRAND S.R.L.
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

BUCCELLATI S.P.A. (CHAIRMAN
OF THE BOARD OF STAUTORY
AUDITORS)

RESTIANI S.P.A. (CHARMAN OF
THE BOARD OF STATUTQRY
AUDITORS)

NEM SGR S.P.A. (CHARMAN OF
THE BOARD OF STATUT®RY
AUDITORS)

ANTILIA SGR S.P.A. CHAIRMAN
OF THE BOARD OF STAUTORY
AUDITORS)

ITALIA CREATION GROUP S.P.A
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

JMACC S.P.A. (CHAIRMAN OF
THE BOARD OF STATUT®RY
AUDITORS)

DAINESE S.P.A. (STANDING
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AUDITOR)

CORNELIANI S.P.A. (SANDING
AUDITOR)

SAVILLS SGR S.P.A. 6TANDING
AUDITOR)

COROB S.P.A. (STANING
AUDITOR)

IMPRIMA S.P.A. (FORMERLY,
COLOR WIND S.P.A)) STANDING
AUDITOR)

HOLDING DI PIERGIORGO COIN
S.R.L. (STANDING AUDTOR)

WISE SGR S.P.A. (ALERNATE
AUDITOR)

FARBANCA S.P.A. (ALTERNATE
AUDITOR)

PILLARSTONE SGR S.RA.
(ALTERNATE AUDITOR)

DE FONSECAS.P.A: (DIRECTOR)

BORMIOLI PHARMA BIDCO
S.P.A. (CHAIRMAN OFTHE
BOARD OF STATUTORY
AUDITORS)

DUEMMEI S.R.L. (CHARMAN OF
THE BOARD OF STATUTQRY
AUDITORS)

ALBERTO VILLANI

STANDING AUDITOR

AGB NIELSEN MEDIA
RESEARCH HOLDING S.FA.
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

BTSR INTERNATIONAL SP.A.
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

FRATELLI CONSOLANDI S.R.L.
(CHAIRMAN OF THE BOARD OF
STATUTORY AUDITORS)

HDP S.P.A. (CHAIRMANOF THE
BOARD OF STATUTORY
AUDITORS)

12 CAPITAL PARTNERSSGR
S.P.A. (GHAIRMAN OF THE
BOARD OF STATUTORY
AUDITORS)
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