
carrying out ideas to keep on growing
2008 annual report





Disclaimer
This document contains forward-looking statements, specifically in the sections entitled "Subsequent events", "Business outlook" and "Risk factors", that relate to future events and the operating,
economic and financial results of the Prysmian Group. By their nature, forward-looking statements involve risk and uncertainty because they depend on the occurrence of future events and
circumstances. Therefore, actual future results may differ materially from what is expressed in forward-looking statements as a result of a variety of factors.
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NOTICE OF SHAREHOLDERS’ MEETING

Shareholders are convened to an Ordinary

Shareholders' Meeting to be held in Via Filodrammatici

3, Milan (at the premises of Mediobanca), at 14.30

on 8 April 2009 in first call and on 9 April 2009 in

second call, at the same time and place, to resolve on

the following

Agenda

1. Financial statements at 31 December 2008; 

Directors' report and proposed allocation of net 

income for the year; report by the Board of Statutory 

Auditors; report by the Independent Auditors;

related resolutions;

2. Re-establishment of composition of the Board of 

Statutory Auditors pursuant to art. 2401 of the 

Italian Civil Code and art. 21 of the prevailing By-laws; 

related resolutions;

3. Grant of authorization to the Board of Directors to 

buy back and sell treasury shares pursuant to

art. 2357 and art. 2357-ter of the Italian Civil Code; 

cancellation of the authorization to buy back and sell 

treasury shares under the shareholder resolution 

dated 15 April 2008; related resolutions;

4. Revocation of the current directors in order to 

renew the Board's mandate for another three years. 

Appointment of the Board of Directors pursuant to 

art. 2364, no. 2, of the Italian Civil Code and art. 14 

of the By-laws, after determining the number of new 

directors. Determination of the term in office and 

annual compensation of directors. Related resolutions.

Re-establishment of composition of the Board of

Statutory Auditors

In accordance with art. 21 of the By-laws, the appointment

of one Standing Statutory Auditor and two Alternate

Statutory Auditors for the purposes of re-establishing

the composition of the Board of Statutory Auditors

shall take place by relative majority vote, subject to the

rights of the minority under the same art. 21.

Consequently, shareholders who, alone or together

with others, own shares representing at least 2% of

share capital with voting rights, as established by

Consob Resolution no. 16779 dated 27 January

2009, may present names of proposed candidates to

re-establish the composition of the Board of Statutory

Auditors. These names must be filed at the Company's

registered office at least 15 days prior to the date set

for the Shareholders' Meeting in first call.  The following

documents must also be filed within the same deadline:

(i) information relating to the identity of the shareholders

who have presented the candidate names, indicating 

the total percentage of shares owned and a

certification attesting this ownership;

(ii) a statement by these shareholders that they do not 

have any connection with shareholders or groups of 

shareholders with a controlling or majority interest 

in the Company;

(iii) a curriculum vitae containing each candidate's

personal and professional details, as well as details 

of appointments held as a director or statutory

auditor in other companies; 

(iv)a statement by each candidate confirming that 

there are no reasons why he/she is ineligible or 

incompatible for the position, that he/she meets the 

requirements for the office of statutory auditor, as 

set out in law and the Company's By-laws, and that 

he/she accepts his/her candidacy.

Appointment of the Board of Directors

Pursuant to art. 14 of the By-laws, the appointment of

the Board of Directors takes place on the basis of slates

presented by shareholders. Consequently, shareholders

who, alone or together with others, own shares

representing at least 2% of share capital with voting

rights, as established by Consob Resolution no. 16779

dated 27 January 2009, may present candidate slates.

The candidate slates must be filed at the Company's

registered offices in Viale Sarca 222, Milan at least 15

(fifteen) calendar days before the date set for the

Shareholders' Meeting in first call, and published, at the
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care and expense of the shareholders who presented

them, in at least one of the following daily newspapers:

"Corriere della Sera", "Il Sole 24 Ore" or "Milano Finanza".

The following documents must be filed at the

Company's registered offices along with each slate:

(i) a statement by each candidate confirming that 

there are no reasons why he/she is ineligible or 

incompatible for the position, that he/she meets the 

requirements for the office of director, as set out in 

law and the Company's By-laws, and that he/she 

accepts his/her candidacy;

(ii) a curriculum vitae containing each candidate's

personal and professional details, also indicating 

whether they would qualify as an independent director;

(iii) information relating to the identity of the shareholders 

who have presented the candidate slates, indicating 

the total percentage of shares owned and a

certification attesting this ownership, as well as the 

name of the daily newspaper in which the candidate 

slate has been published;

(iv)a statement by these shareholders that they do not 

have any connection with shareholders or groups of 

shareholders with a controlling or majority interest 

in the Company.

No shareholder or shareholders belonging to the same

group or who are connected, even indirectly, can - even

through an intermediary or trustee - present or

contribute to the presentation of more than one slate.

No candidate may appear on more than one slate,

otherwise they will be disqualified. No candidate who is

not in possession of the requirements set out in

applicable laws may be included on the slate. The

candidates must be listed with a sequential number

and the first and second candidates on each slate must

fulfil the independence requirements set out in law.

Attendance at the meeting

As provided by art. 11 of the By-laws, all holders of

voting rights may attend or be represented at

meetings provided they file at the Company's

registered office at least two working days before the

date of the meeting in first call, the certificate issued by

authorised intermediaries required by art. 2370, par. 2

of the Italian Civil Code, which may not be withdrawn

until after the meeting has taken place. In order to

facilitate confirmation of their entitlement to vote, the

holders of voting rights are requested to show a copy

of the certificate sent by the respective intermediaries

to the Company, which such intermediaries must make

available to them, in compliance with applicable laws

and regulations. 

Documentation

The Board of Directors' proposals relating to the items

on the agenda, including the Parent Company and

Consolidated Financial Statements at 31 December

2008 and relevant reports, will be made available to

the public in the legally required term at the Company's

registered offices, at Borsa Italiana S.p.A. and on the

Company's website at  www.prysmian.com.
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In addition to the above investment projects, the

increase in production capacity was attributable to the

following specific investments in:

• further expanding capacity at the plant in Arco Felice 

(Italy) to satisfy long-term contracts for submarine 

cables;

• expanding optical fibre and cable production capacity 

at existing plants in Italy and Brazil, as well as building 

a new plant in Romania;

• new plants and equipment to produce mixes for 

LSOH cables in Vilanova (Spain), silanized cables in 

Sorocaba (Brazil) and automotive cables in Mudanya 

(Turkey)  to satisfy demand in developing areas.

Structural maintenance capex accounted for 24% of

total investments. This referred to buildings (such as

the relocation of the factory in Jacarei to Santa

Catarina) or complete production lines in order to

comply with prevailing laws or to relocate production.

A significant part of the investments was also devoted

to information systems (14% of the total). These included

the start of the “SAP Consolidation” project, designed

to standardise the information system in all the Group's

operations over the next five years.

INFORMATION SYSTEMS

Prysmian achieved an important objective in 2008 by

concluding the segregation plan, started in 2006, that

has made Prysmian's infrastructure independent from

that of Pirelli. This has made it possible to change the model

of outsourcing, with a significant reduction in costs and the

creation of a solid base for future developments. Pirelli

Sistemi Informativi is nonetheless still Prysmian's principal

outsourcer for ICT services, especially in terms of applications.

Major investments have also been made in ICT, the most

important of which was the start of the “SAP Consolidation”

project described later. This project will involve reorganising

the ICT team with the goal of creating a Competence Centre.

The new organisation will be based on Prysmian's existing staff

and competencies. The organisational changes will be made

gradually over the life cycle of the “SAP Consolidation” project.

APPLICATIONS

Consolidation of the Enterprise Resource Planning

(ERP) system

Prysmian has used SAP as its ERP platform for more

PRYSMIAN | DIRECTORS’ REPORT

than 10 years.  It is now used by nearly all the Group's

companies in support of their principal functions.

The ”SAP Consolidation” project was started in March

2008; this is Prysmian's largest ever ICT investment

and has the goal of standardising processes

throughout the Group, and improving efficiency by using

an optimal technological platform that will support the

business in coming years. 

The project will be concluded in 2012, but its initial

results will be achieved as early as 2009.

Other significant projects

Implementation of SAP at our Chinese companies

was completed during 2008. 

Another important project, confirming SAP as a tool

supporting integration and improvement in efficiency,

was its implementation at our new plant in

Eschweiler, Germany, in just three months from its

date of acquisition.

Over the year Prysmian developed new websites for

most of its companies based on latest technology and

innovative content.
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IMPROVING SAFETY IN THE CONSTRUCTION INDUSTRY: FP CABLES FOR THE
NEW WIMBLEDON CENTRE COURT AND THE NEW F1 CIRCUIT IN SINGAPORE

Prysmian has focused its market strategy for low voltage cables used by the construction industry on higher

value-added, high-tech segments, achieving further important successes in 2008.  In particular, the Group worked on

two new cabling projects in structures where safety is of paramount importance: Fire Resistant and LSOH (Low

Smoke Zero Halogen) cables have been installed in Wimbledon's new centre court and at the motoring racing circuit

in Singapore, which hosted the first ever night-time Formula 1 race in September 2008.

The world's most famous tennis tournament attracts around 470,000 visitors over its two-week period and employs

over 6,000 staff.  Fire safety protection is therefore at the top of the list of priorities for organisers and club

managers.  Prysmian has supplied its range of high performance cables, which continue to operate even in the event

of fire and have reduced emissions of toxic gas and fumes.

In the case of the new Formula 1 Gran Prix circuit in Singapore, an event attended by over 90,000 spectators,

Prysmian has supplied high performance cables for the lighting system which ensure the best night-time visibility for

spectators and pilots and which transmit electricity from 12 generators to 1,500 floodlights.

One of the other structures where Prysmian has recently installed its fire-resistant cables is the Burj Dubai Tower,

the world's tallest building.
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INFRASTRUCTURE

Personal computing

More than 7,000 workstations were reinstalled in

2008 with standard software and upgrades, allowing

better control and management of company assets:

this process formed part of the segregation project

from Pirelli.

Infrastructure consolidation

Prysmian has implemented a new technological

framework known as PULSE (Prysmian User Layer

Standard Environment). This standard framework includes

all the hardware and software used by ICT users, including

servers and workstations.  Its adoption has resulted in

a significant reduction in the number of servers and

related maintenance costs.

Network improvement

Like many other companies, Prysmian is centralising

certain ICT systems and services in order to reduce

operational complexity and costs.

The strategy pursued requires a solid, flexible

network, which is why two important steps

were taken in 2008: the adoption of control and

monitoring devices, which have helped improve

network performance and reliability, and the signing

of a new agreement with Telecom Italia covering

the national and international telecommunications

network.

Both these actions have made it possible to upgrade,

replace and align the data lines to the growing volume

of data exchanged within the Prysmian Group and so

ensure improved performance and levels of service

for our subsidiaries in 2009.

The health and safety of its employees is a constant

priority for Prysmian.  Based on the recommendations

of the Health Safety Environment (HSE) department,

the Environmental and Safety Committee (ESC) has

defined the improvement objectives to pursue. 

These include: 

• implementation of an OHSAS 18001 certified safety 

management system at all Italian plants;

• enhancement of safety training programmes. 

In 2008, apart from having implemented these objectives

(which will be completed operationally in the next 2

years), the Group managed to reduce its accident

severity index by 16%; a lower value of this index

indicates fewer days work lost as a result of accidents.  

The Group also revised its procedures for environmental

HEALTH AND SAFETY

and safety management systems. This revision was

conducted with the goal of integrating the two systems

in order to manage them more efficiently.  

Training and sharing of experience

Training sessions at plants continued in 2008, with

the goal of increasing awareness of work-related

risks and improving the knowledge needed to manage

them, with the ultimate objective of preventing

occupational accidents.

Apart from courses, meetings were organised with

safety managers at the Italian plants, during which, in

addition to the usual purely reporting aspect, the

results of plant safety were analysed with the goal of

sharing experience and reaching useful conclusions for

establishing objectives for improvement.

Health and preventive medicine

In addition to protecting its workers in the conduct of

their duties, Prysmian has also undertaken initiatives in
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Rigorous application of the standards contained in the

Quality Management Policy has made a significant

contribution to achieving the Group's excellent business

results in 2008.  

The year 2009 will be a very important one for Quality

in Prysmian: there will be greater focus on Quality

as from 1 January having established a Quality

Department within headquarters which reports directly

to the Prysmian Chief Executive Officer.

The new department will help develop the Quality

Management System both within headquarters and at

Group companies, and further reduce internal and external

non-compliance by implementing a prevention-based

approach; all this is geared to improving Customer

Satisfaction and gradually reducing the "Costs of

Non Quality".

Prysmian Group

Quality Management Policy

Make customer satisfaction our priority

Increase the value of the business by improving individual skills and efficiency and optimising

costs

Develop a corporate culture based on clear commitment to continuous improvement: 

challenging objectives, continuous control and consequent corrective action

Promote best practice within the Group ("no more secrets")

Adopt “zero defect” and “right first time” as rules for all our activities. Question everything

and eliminate activities with no value-added

Follow and maintain ethical standards of conduct within and outside the company (with customers

and suppliers)

Maintain and apply ISO 9001 and related procedures

Involve the entire organisation in quality policy and company objectives

QUALITY

the field of health. In detail: 

• it has made an agreement with a clinic at which 

employees of Prysmian's Milan office can enjoy

services at particularly advantageous rates; 

• it offers all employees the opportunity of having a flu 

vaccination free of charges in their workplace.
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The main raw materials used by the Group in its own

production processes are copper, aluminium, lead and

oil derivative products, such as PVC and polyethylene.

Although metal costs were slightly lower in 2008 than

in 2007, they experienced unprecedented price

volatility during the year.  The price per tonne of copper

and aluminium varied during the year between USD

2,800 and 8,900 and between USD 1,400 and 3,300

respectively.  Prysmian was able to deal with these

PURCHASING

fluctuations thanks to strict application of its hedging

policies. As for other raw materials, their average price

in 2008 was considerably higher than in 2007. 

Thanks to constant monitoring of global supplies and

various cost-cutting initiatives, Prysmian was also able

to optimise the purchase of raw materials without

compromising their quality. The sale price adjustment

mechanisms, combined with prudent hedging, helped

mitigate the effect of higher costs on the income statement.

The logistics department manages medium-term

production allocations and planning through the Sales

& Operations Planning (SOP) process which comprises

the link between the demand cycle (sales) and the

supply cycle (operations). The Group carries out

differentiated planning, depending on whether the

product is classified as "make to stock" (MTS) or "make

to order" (MTO).  With the MTO approach, production

is active and the goods shipped only after receipt of a

customer order, significantly reducing unused inventory

levels and the time that the raw materials and the

finished goods remain in the warehouse. In contrast,

under the MTS approach, generally used for more

standardised products, inventory management is

geared to producing items for stock to enable the

Group to respond optimally to demand and customer

response times. Prysmian continues the process

started in recent years with a maximum focus on

customer service, with the ultimate objective of improving

flexibility, reliability, and the speed to market.

LOGISTICS

In addition to the "Customer Service Excellence" project

started in recent years, Prysmian launched the

"Improving Factory Reliability" project in 2008 with

the goal of improving the planning and execution of

production output both in terms of mix and volumes in

ever shorter time frames.  

Improved Factory Reliability has permitted rigorous

control of all elements of inventory: raw materials,

semi-finished products and finished goods; this allowed

the Group to deal efficiently and effectively with the

market turmoil in the second half of 2008.

Prysmian also started work in 2008 on the “SAP

Consolidation” project, entailing harmonisation and

standardisation of all processes worldwide. In particular,

the supply chain, from purchasing to physical

distribution, will benefit from ever greater process

integration and centralisation of decision-making and

operations, allowing resources to be used more

efficiently, information to be shared and a big reduction

in market response times.

PRYSMIAN | DIRECTORS’ REPORT



42

MAKING FUTURE ENERGY SAFER: HIGH-TECH INDUSTRIAL CABLES FOR
NEW NUCLEAR POWER STATIONS IN CHINA

In 2008 Prysmian was awarded a contract in China in the strategic, high-tech sector of cables for nuclear power

stations. China Nuclear Power Engineering Company has awarded the Group a contract to design, produce and install

special cables of type K1 (inside the reactor) and type K3 (outside the reactor) which will be used to cable two new

nuclear power stations being built in Liaoning and Fujian provinces. In particular, the K1 cables are designed to

withstand high radioactive loads and are tested under the LOCA test (Loss of Coolant Accident), which certifies their

resistance even after leakage of the reactor cooling agent (heavy water). 

This contract is of particular strategic importance for Prysmian, as it concerns special cables designed and

manufactured utilising Prysmian's proprietary technology, developed in over two decades of experience of

collaborating with the world's largest developers and managers of nuclear power stations.  A key factor in securing

this contract, which lasts 4 years, was Prysmian's ability to develop and build part of the required products directly in

China, at its new plant in Tianjin, as well as at its specialist plant in Paron, France.  
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SIGNIFICANT EVENTS DURING THE YEAR

The Prysmian Group continued in 2008 to take

forward its strategy of growing in higher valued-added

businesses less exposed to economic cyclical

trends and in geographical markets with better

growth prospects, principally through investments

in selective production capacity increases and

strategic commercial initiatives. Important actions

were also taken to improve industrial efficiency and

to reorganise group structure. Prysmian won

contracts for major projects in 2008, allowing it to

strengthen its competitive position in the key

strategic sectors.

At the beginning of September, Prysmian was awarded

a contract worth Euro 140 million by Qatar General

Electricity & Water Corporation (KAHRAMAA) to build

Qatar's first submarine power connection serving its

capital Doha. This new project joins the other major

contract for Euro 168 million, recently awarded by

KAHRAMAA to a consortium headed up by Prysmian,

to build high voltage underground connections.

Prysmian was awarded two important contracts in the

field of renewable energy, gaining a competitive

advantage in a business with growing prospects.

At the end of September, the Group won a contract in

partnership with Siemens Transmission & Distribution

Ltd worth Euro 87 million (of which Euro 36 million is

the Prysmian share) to supply a power transmission

system for the new Thanet 300 MW offshore wind

farm being built in the North Sea. In May, the Group

announced that it had been awarded a contract worth

Euro 93 million to build the power connections for the

PRINCIPAL PROJECTS ACQUIRED AND COMMERCIAL INITIATIVES

Greater Gabbard offshore wind farm.   

In June 2008, Prysmian announced that it had signed

a four-year master agreement with Petrobras, a

Brazilian oil company, to design and supply high-tech

flexible pipes, tubes and ducts used for offshore oil

extraction. The initial value of material supplied under

this agreement is USD 135 million.

Other important orders will be placed under the

technical cooperation agreement with Petrobras over

the four-year period.

The Petrobas agreement represents a major step forward

for Prysmian in expanding its business with the Oil Gas

& Petrochemicals industry, confirming the Group's strategic

commitment to investing in value-added businesses that

are high-margin, high-tech and require specialist know-how.

In order to enter this new sector, Prysmian has embarked

on an investment of USD 110 million to build a new plant

in Brazil, part of whose production capacity is already

covered by the first supply contract with Petrobras.

In keeping with its strategy of further strengthening

its market position in the higher value-added strategic

businesses, Prysmian invested in 2008 in expanding

capacity at the submarine cables plant in Arco Felice,

and carried on building a new high and extra-high

voltage cable plant in the USA, which will be the only

INDUSTRIAL AND ORGANISATIONAL EFFICIENCY, INCREASES IN PRODUCTION CAPACITY,
CORPORATE REORGANISATION

one of its kind in this country and will allow Prysmian

to strengthen its leadership in a market expected to

grow. Again in the high voltage sector, production

capacity was doubled at the Baoying plant in China. 

In terms of corporate reorganisation, the Prysmian

PRYSMIAN | DIRECTORS’ REPORT
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Group has been engaged for some time now in taking

up opportunities to simplify and further integrate the

Energy and Telecom businesses in certain countries.

After France, Spain and Germany, the project relating

to the United States was completed in September as

a result of which the US operating companies have

been grouped together under a single local holding

company, a wholly-owned subsidiary of Prysmian Cavi

e Sistemi Telecom S.r.l. 

This project has also simplified the Prysmian Group's

corporate structure in Italy.

Prysmian reorganised its business in China in 2008,

with the new group structure comprising a new

holding company headquartered in Beijing which

controls 5 operating companies with 5 plants and

over 1,000 employees. Also in China, the refurbished

industrial cables plant was inaugurated in Tianjin. 

At the beginning of June 2008, Prysmian completed

the acquisition of 100% of the German cables

manufacturer Facab Lynen Gmbh & Co. Kg. (now

Prysmian Kabelwerk Lynen GmbH & Co.Kg.).

With sales of Euro 62 million in 2007, one manufacturing

plant and 270 employees, Facab is one of Germany's

leading players in the high value-added industrial

cables market, particularly for the renewable

energy, transport and mining industries. Facab

MERGERS & ACQUISITIONS 

Lynen contributed Euro 31 million to total Group

sales in 2008.

In November 2008, Prysmian announced that it had

terminated the agreement made in December 2007

with the Nicco Corporation of India, designed to create

a new company majority-owned by Prysmian (60%),

which would have acquired all of the Nicco

Corporation's cable business. 

In October 2008, Prysmian commenced the share

buy-back programme authorised by the Shareholders'

Meeting on 15 April 2008. A total of 3,028,500 shares

have been purchased at an average price of Euro 9.965.

FINANCE

More details can be found in Note 11 forming part of the

Notes to the consolidated financial statements at

31 December 2008.
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GROUP PERFORMANCE AND RESULTS

(in millions of Euro)

2008 2007 % change

Sales 5,144 5,118 0.5%

Adjusted EBITDA 542 529 2.4%

% of sales 10.5% 10.3%

EBITDA 518 573 -9.6%

% of sales 10,1% 11.2%

Amortisation, depreciation and impairment (70) (65) 7.1%

Operating income 448 508 -11.8%

% of sales 8.7% 9.9%

Net finance income (costs) (165) (123) 33.6%

Share of income from invest. accounted for using the equity method and dividends 3 2 

Income before taxes 286 387 -26.0%

% of sales 5.6% 7.6%

Taxes (51) (85) -38.7%

Net income 235 302 -22.5%

% of sales 4.6% 5.9%

Attributable to:

Equity holders of the parent 237 300

Minority interests (2) 2 

Reconciliation of Operating Income/EBITDA and Adjusted Operating Income/Adjusted EBITDA

Operating income (A) 448 508 -11.8%

EBITDA (B) 518 573 -9.6%

Non-recurring expenses (income):

IPO costs - 8 

Shutdown of production facilities and reorganisations 11 6 

IT segregation 1 1 

Settlement with Pirelli & C. S.p.A. - (21)

Acquisition price adjustment of the Energy and 

Telecom Cables & Systems divisions from Pirelli & C. S.p.A. - (39)

Disposal of Submarine Telecoms Business - 1 

Badwill from Facab Lynen acquisition (3) - 

Provision for tax inspections 12 - 

Unsuccessful acquisition projects 3 - 

Total non-recurring expenses (income) (C) 24 (44)

Impairment for shutdown of production facilities (D) 5 - 

Adjusted operating income (A+C+D) 477 464 2.8%

Adjusted EBITDA (B+C) 542 529 2.4%

PRYSMIAN | DIRECTORS’ REPORT
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DEVELOPING RENEWABLE ENERGY: SUBMARINE POWER CONNECTIONS
FOR THE BIGGEST EVER OFFSHORE WIND FARM

In recent years Prysmian has significantly increased its commitment to developing high-tech cable systems for use by

the renewable energy sector. All the world's energy players are focusing on this sector, with governments worldwide

embarking on major investment plans. Once again in 2008, Prysmian has confirmed its leading position in the design,

production and installation of cables for the transmission of energy from renewable sources, by providing utilities and

grid managers with innovative solutions.  In fact, the Group has been awarded two new contracts to supply and install

links between the mainland and two offshore wind farms being built in Great Britain which, once completed, will be

among the largest in the world. 

The Greater Gabbard contract, secured in May 2008, involves supplying 175km of 132kV cables which will connect

the wind farm's 140 turbines to the UK electricity grid.  With a capacity of 504MW, Greater Gabbard will be able to

supply 415,000 homes with electricity.  The wind farm will be located approximately 26km off the Suffolk coast and

is due to be completed in 2010.  The contract for the Thanet project, awarded in September 2008, involves supplying

75km of 33 kV submarine cables for linking the farm's 100 wind turbines, as well as 55km of 132kV cables for

transmitting the electricity to the mainland.  The Thanet offshore wind farm, which is due for completion by October

2009, is located off the coast of Kent.  This farm will have a capacity of 300MW.

These follow on from other major contracts awarded to Prysmian in the renewable energy sector in 2007, such as

the supply and installation of power links for offshore wind farms being built in Germany and Denmark by EON.NETZ

and Dong Energy.



Group sales reported a 4.2% organic growth in 2008

compared with 2007 (excluding changes in group

perimeter, metal prices and exchange rates).

Organic growth by segment was as follows:

• Energy     + 4.0%  

• Telecom    + 5.2%

Adjusted EBITDA amounted to Euro 542 million (before

non-recurring expenses of Euro 24 million), posting an

increase of 2.4% on the prior year.

This result was negatively impacted by the average

appreciation of the Euro against almost all the currencies

in which the Group operates outside the Eurozone.
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The impact of Euro appreciation eased slightly in the

fourth quarter versus the US dollar, but increased for

the British pound and the currencies related to Eastern

Europe (Turkish lira, Hungarian forint, Romanian leu)

and South America (Brazilian real and Argentine peso).

EBITDA was also negatively impacted by exchange

rates, although most of this impact was offset by the

positive effects on the operating margins due to the

appreciation of the US dollar and other Middle Eastern

currencies on certain high voltage submarine and

underground projects in progress in the Middle East.

The large revaluation of the US dollar against the

Brazilian real also positively influenced margins on OGP

projects at the Brazilian subsidiary, part of which are

denominated in US dollars.

Group sales reached Euro 5,144 million in 2008,

compared with Euro 5,118 million in 2007, reporting

an increase of Euro 26 million (+0.5%). 

This improvement was the result of a combination of

the following factors:

• organic growth in sales of Euro 213 million (+4.2%) 

due to the positive trend in volumes and mix;

• decrease of Euro 51 million in sale prices due to 

metal price fluctuations (-1.0%);

• negative exchange rate effects of Euro 167 million (-3.3%);

• benefit of Euro 31 million (+0.6%) from the

acquisition of Facab Lynen.

The contribution margin increased by 1.0% to Euro

970 million from Euro 960 million in 2007, confirming

the positive commercial performance expected as a

result of Group strategies. This result was achieved in

a context of market stability in the first half of the year

and ever accelerating contraction in the third and

fourth quarters in all the geographical areas. The

orders reduction in certain businesses (Trade &

INCOME STATEMENT

Installers, Automotive) negatively impacted the margin

due to the writedowns of some Euro 15 million in metal

stocks not yet assigned to sales orders ("Free Stock"). 

Adjusted EBITDA (before non-recurring income and expenses)

amounted to Euro 542 million in 2008 compared with

Euro 529 million at 31 December 2007, reporting an

increase of Euro 13 million (+2.4%). This improvement

reflected the increase of Euro 10 million in contribution

margin and a reduction of Euro 3 million in fixed costs. 

The positive change in adjusted EBITDA can be

analysed as follows: 

(in millions of Euro)

Energy 12

Utilities 50

Trade & Installers (42)

Industrial 9

Others (5)

Telecom 1
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Group EBITDA amounted to Euro 518 million in 2008

compared with Euro 573 million in 2007.

The reduction of Euro 55 million (-9.6%) was the

combined effect of:

• an improvement of Euro 28 million (+5.4%) in

recurring operations;

• negative impact of Euro 15 million due to the write 

down of metal stocks not yet assigned to sales 

orders ("Free Stock");

• higher net non-recurring expenses of Euro 68 million, 

amongst which:

- the absence of refunds from Pirelli & C. S.p.A., 

amounting to Euro 60 million in 2007;

- additional income of Euro 3 million, arising from the 

difference between the fair value of the net assets 

of Facab Lynen and its acquisition price;  

- the absence of Euro 8 million in expenses incurred 

in 2007 for the IPO;

- additional expenses of Euro 12 million for tax

provisions relating to an inspection on indirect taxes 

involving a foreign subsidiary;

- additional expenses of Euro 3 million incurred in 

relation to the non finalized acquisition of a majority 

interest in the Nicco Group (India);

- additional expenses of Euro 4 million for

restructuring costs, particularly following

acquisition of Facab Lynen.

Amortisation, depreciation and impairment amounted

to Euro 70 million at 31 December 2008, compared

with Euro 65 million at the end of 2007. The increase

of Euro 5 million is due to impairment losses recognised

against land and machinery at the plant in Eastleigh

(United Kingdom), closed in July 2008.

Group operating income amounted to Euro 448 million

at the end of 2008, compared with Euro 508 million in

the prior year, reporting a decrease of Euro 60 million

(-11.8%).

Finance income and costs reported net costs of Euro

165 million in 2008 with an increase of Euro 42 million

on the Euro 123 million reported in 2007. This was

due to:

• the absence of Euro 59 million in write-offs of bank 

fees reported in 2007 following the refinancing of 

the previous Credit Agreement with the New Credit 

Agreement, effective as of 4 May 2007;

• the recognition in the income statement of the fair 

value of metal hedging derivatives (with a negative 

impact of Euro 68 million in 2008, compared with a 

negative impact of Euro 7 million at the end of 

December 2007); 

• an increase in costs associated with exchange

differences and currency hedges (with a negative 

value of Euro 27 million in 2008 compared with a 

positive value of Euro 9 million in 2007);

• the absence of Euro 8 million in gains on interest rate 

swaps in 2007; 

• lower finance costs due to the significant reduction in 

debt in the past twelve months and the reduction in 

the cost of funding under the New Credit Agreement;

• the absence of the benefit of releasing an equity 

reserve of Euro 4 million to income in 2007 after

refinancing the Credit Agreement. This reserve

related to the fair value of interest rate swaps

designated as cash flow hedges.

Taxes amounted to Euro 51 million in 2008,

representing a tax rate of 18.0%, down from 21.9% in

the prior year. 

Net income for 2008 was Euro 235 million, 22.5%

down on the prior-year figure of Euro 302 million. 

Adjusted net income (1) amounted to Euro 332 million,

compared with Euro 299 million in 2007, reporting an

increase of 11.0%.

(1) Adjusted net income is defined as net income before non-recurring income and expenses, the effect of derivatives and exchange rate differences and the related tax effects.
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The following charts provide a comparison of sales by geographical area in 2008 and 2007.

GEOGRAPHICAL PERFORMANCE 

The breakdown of sales by geographical area reports a

slight reduction in the weight of sales in North America

in favour of Europe and South America. 

These sales trends reflected the rates of growth or

contraction in the various markets, and the average

appreciation of the Euro (the consolidation currency)

against the US dollar and other related currencies in

the year just ended.

Sales in Europe increased by Euro 38 million  (+1.1%)

thanks to a combination of the following factors:

• organic growth of Euro 135 million (+3.8%), mainly 

driven by High Voltage and Submarine projects, 

which more than made up for lower volumes in the 

Power Distribution and Trade & Installers businesses;

• negative exchange rate effects of Euro 94 million

(-2.6%) due to appreciation of the Euro against other 

currencies in which Prysmian's European companies 

operate (British pound, Romanian leu, etc.);

• decrease of Euro 34 million (-0.9%) in metal prices 

(due to the combined effect of a reduction in metal 

prices and the depreciation of the Euro against the 

US dollar in the second half of the year);

• increase of Euro 31 million (+0.8%) due to the

first-time consolidation of Facab Lynen.

Sales in Europe reported negative organic growth of

Euro 1 million (-0.1%) in the fourth quarter, reporting a

further slowdown on the previous quarter, particularly

due to lower demand in the Trade & Installers and

Power Distribution businesses.  

Sales in North America decreased by Euro 27 million (-

4.3%) due to:

• organic increase of Euro 18 million (+2.8%), with the 

third-quarter growth in the High Voltage and Telecom 

businesses entirely offsetting lower demand in other 

areas of the business (particularly Power Distribution);

• negative exchange rate effects of Euro 41 million

(-6.5%) following appreciation of the Euro against the 

2008 2007

Asia Pacific (9.1%)

Latin America (9.3%)

Europe, Middle East, Africa (69.9%)

North America (11.8%)

Asia Pacific (9.2%)

Latin America (9.0%)

Europe, Middle East, Africa (69.5%)

North America (12.4%)



IMPROVING GLOBAL TELECOM NETWORKS: FTTH SOLUTIONS CABLING
THE WHOLE CITY STATE OF ANDORRA

Prysmian further strengthened its position in 2008 as a supplier of FTTH (Fibre To The Home) solutions to the most

important telecom companies in Europe and the world, proving itself equal to the new challenges offered by the

market.  Among the major projects in which it has been involved in Europe, the Middle East, Russia and China,

confirming its technological and market leadership in this sector, Prysmian has assisted Andorra Telecom in building

the infrastructure that will help the Principality of Andorra to become the first country in the world to provide a direct

optical fibre link to every home and business within its territory.  By the time of its completion in 2010, the new

network, using Prysmian's innovative VertiCasa™ cabling system, will provide all 35,000 homes and business

premises in Andorra with optical fibre connections, allowing them to use ultra high speed broadband services. 

The VertiCasa™ system, designed to satisfy the needs of flexible, easy installation in multi-storey buildings, has proven

particularly suited to the Principality's installation requirements and has allowed Prysmian to confirm itself as the ideal

partner for developing the best information infrastructure.
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