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REPORT OF THE BOARD OF DIRECTORS
ON THE SYSTEM OF CORPORATE GOVERNANCE AND
ON THE ADOPTION OF THE CODE OF CONDUCT
FOR LISTED COMPANIES PROMOTED BY
BORSA ITALIANAS.P.A.

Introduction

This report contains the information on the corporate governance of Buzzi Unicem SpA
(hereinafter referred to as Buzzi Unicem) in compliance with the new Code of Conduct
adopted by Borsa Italiana S.p.A. in March 2006 (hereinafter referred to as “Code of
Conduct” or simply “Code”).

Part | — General description of Buzzi Unicem SpA organizational structure

Organizational structure

Buzzi Unicem SpA’s organizational structure consists of the following main corporate
bodies:

- Shareholders’ meeting;

- Board of directors;

- Chairman of the board of directors;

- Two Vice Chairmen of the board of directors;

- Two Managing Directors;

- Statutory auditors” committee.

This structure corresponds to the “traditional model” of corporate governance issuing from
the rules provided by the corporate law reform implemented by Legislative Decree no. 6
of January 17, 2003 as amended.

For the time being, the alternative administration and control systems provided by the
corporate law reform shall not be adopted.

Shareholding structure

As of the date of this report, Buzzi Unicem*s subscribed and paid up share capital amounts
to euro 123,325,698.60 consisting of #164,925,277 ordinary shares and #40,617,554
savings shares, all with a par value of euro 0.60 each.

The board of directors in the meeting of December 11, 2002 resolved to increase, in order
to ensure the conversion of the convertible bond “Buzzi Unicem 4% 2003- 2008



convertible”, the share capital up to a maximum currently remaining amount of euro

285,003.60, through issue, also in several tranches, of up to a maximum currently

remaining number of 475,006 ordinary shares to be issued solely in relation and up to the

extent of the exercise of the conversion rights reserved to note holders of the above bond.

The capital increase resolution is irrevocable till completion of the conversion

transactions. Conversion shall be effected in compliance with the regulation of the bond

denominated “Buzzi Unicem 4% 2003-2008 convertible” approved by the same board of
directors.

Savings shares bear the rights and privileges as per articles 6, 24 and 27 of the bylaws.

Specifically, pursuant to art. 24 of the bylaws, net profit as indicated in the financial

statements shall be allocated as follows:

a) five percent to legal reserve until the amount of the latter reaches one fifth of the
company'’s share capital;

b) by way of a preferential dividend on savings shares up to the amount of five percent of
the par value thereof;

c) save where otherwise resolved by the shareholders’ general meeting, the remainder by
way of dividend on shares, in such manner that savings shares received an overall
dividend that exceeds the dividend payable to ordinary shares by four percent of the par
value of the said savings shares.

The last sub-paragraph of art. 24 of the bylaws provides that in case, in a given fiscal year,

savings shares should be assigned a dividend of less than five percent of their par value,

the difference shall be compensated by an increase in the preferential dividend borne by
such savings shares, during the two following fiscal years.

Pursuant to art. 27 of the bylaws, in case of distribution of reserves, savings shares shall

have the same rights as ordinary shares.

Pursuant to art. 6 of the bylaws, in case of reduction in share capital to cover losses,

savings shares par value shall not be reduced, save to the extent to which the losses in

question exceed the overall par value of the other shares.

Pursuant to art. 6 of the bylaws, in case savings shares should be delisted, they shall be

converted into preferred shares, without any change in their dividend rights and assets

distribution, with the features and procedures to be established by resolution of the
extraordinary general meeting to be held within three months from delisting.

Pursuant to art. 6 of the bylaws, in case ordinary shares should be delisted, the additional

dividend payable on savings shares in excess of the dividend payable to ordinary shares,

as per art. 24 of the bylaws, shall be automatically increased so as to represent 4.5% of the
par value.



Pursuant to art. 27 of the bylaws, in case of dissolution, the company’s assets shall be
distributed as follows, in order of priority:

a) to the savings shares up to their par value;

b) to the ordinary shares up to their par value;

c) the remainder, if any, shall be equally shared between the two categories of shares.

Main shareholders

As resulting from Buzzi Unicem shareholders’ register, integrated with Consob
communications and available information, Buzzi Unicem’s shareholders that, as of the
date of this report, directly or indirectly hold shares with voting rights in the ordinary
general meeting representing more than 2% of the ordinary stock, are the following:

no of % of ordinary
ordinary shares stock

Fimedi Group
PRESA SpA 72,800,000 44,141
FIMEDI SpA 15,700,000 9.519
BUZZI UNICEM SpA* 377,000 0.229

88,877,000 53.889
AllianceBernstein LP 16,208,569 9.828*
Julius Baer Investment >
Management LLC 3,435,622 2.083
Amber Capital LP 3,360,529 2.038

*with voting rights suspended, being treasury shares
1. 3.194% thereof with no voting rights
2. 0.127% thereof with no voting rights

As of the date of this report, based on the above mentioned ownership, Fimedi S.p.A.
directly or through Presa S.p.A. (subsidiary with a stake of 92.76% of ordinary stock) is
Buzzi Unicem majority shareholder.

As far as Buzzi Unicem is aware, no shareholders agreements, as per art. 122 of
Legislative Decree no 58/98, exist related to Buzzi Unicem shares.

Buzzi Unicem is not subject to management or coordination by any company or body.



Part Il — Information on Buzzi Unicem corporate governance system and on
the adoption of the Code of Conduct

1.1.

Board of directors

Role and competence of the board of directors
The board of directors is the collective body for the government of the company

vested with all powers relating to the ordinary and special management of the

company.
The board of directors primarily performs a guideline and control function with

respect to the general activities of the company and of its group, without prejudice to
the tasks assigned by law to the various entities of the group.
Specifically, the board of directors inter alia shall:

a)

b)

d)

f)

adopt the company’s rules of corporate governance and establish the guidelines
for the group’s corporate governance;

establish the strategic, operational and financial plans of the company and the
group, with special reference to the subsidiaries of strategic relevance, identified
on the basis of book value of the equity investment compared to Buzzi Unicem
SpA’s assets;

delegate and revoke powers to the Chairman, the Vice Chairmen, the Managing
Directors and, where appointed, the executive committee, establishing limits
and manner of exercising them;

approve the transactions that, by virtue of the limits of the powers delegated as
stated in paragraph 1.5. below, are the exclusive responsibility of the board of
directors;

examine and give prior approval for the transactions having a significant impact
on the company’s profitability, assets and liabilities or financial position, with
special reference to transactions with related parties, for which please refer to
article 3.2.1 below.

examine the transactions having a significant impact on the group’s
profitability, assets and liabilities or financial position. With reference to such
transactions, it is pointed out that the management activity on the subsidiaries is
assigned to Buzzi Unicem SpA’s executive directors, who sit on the major
subsidiaries’ board of directors and act within the directions established by
Buzzi Unicem SpA’s board of directors, to which they periodically refer.



g) determine, after consulting the statutory auditors’ committee, the remuneration
of the directors appointed to special positions within the company and, should
not the shareholders’ meeting have already provided, allocate the total amount
to which the single members of the board are entitled;

h) supervise the general performance of the company with special reference to
transactions involving related parties, paying special attention to the information
received from the executive directors;

i) report to shareholders at general meetings on the activity performed and
scheduled, in observance of the rules on inside information.

Moreover, the bylaws, pursuant to art. 2365, 2" sub-paragraph of the civil code, ttribute to
the competence of the board of directors (i) the resolutions on mergers by incorporation of
companies in which the company holds the whole share capital or at least ninety percent
of the share capital; (ii) the resolution on reduction of share capital in case of withdrawal
of shareholders; (iii) the amendments of the bylaws to make them consistent with law
provisions; (iv) the transfer of the registered office within the national territory, (v) the
setting-up, change or closing-down of secondary offices.

The board of directors meets at regular intervals, at least quarterly, as provided by article
15 of the bylaws in force.

Moreover the bylaws require the directors to provide, at least quarterly, the board of
directors and the statutory auditors’ committee, with adequate information on the activities
performed on the exercise of their delegated powers, on the most significant transactions
carried out by the company or its subsidiaries, especially on those in which they have a
personal interest or an interest on behalf of third parties and those influenced by the
subject that may exercise the activity of management and co-ordination.

To this purpose the board of directors has prepared and approved a quarterly report
scheme which the executive directors have to render to the board itself and to the statutory
auditors’ committee about management activities and transactions having a significant
impact on the company’s profitability, assets and liabilities or financial position
(especially transactions with related parties as well as transactions concerning purchase or
sale of equity holdings, companies, real estate and joint ventures for an amount exceeding
euro 5 million, company’s re-organization or restructuring and major corporate
transactions) of the company and its subsidiaries.

1.2 Structure of the board of directors and its meetings
The company’s board of directors is made up of a variable number of members from
a minimum of 7 up to a maximum of 15. The number of members is resolved by the
shareholders’ meeting.



The board of directors presently in office is made up of 13 members whose names
are here below reported together with the positions of director or member of the
statutory auditors’ committee held in Companies listed on regulated markets,
including foreign markets, or in financial companies, banks, insurance companies
and large companies.

Alessandro BUZZI Chairman - executive

Positions held in other companies:

- CEO of Fimedi S.p.A.

- CEO of Presa S.p.A.

- Vice Chairman of Dyckerhoff AG Supervisory Board

- Director of RC Lonestar Inc.

Enrico BUZZI Vice Chairman — executive
Positions held in other companies:

- CEO of Fimedi S.p.A.

- CEO of Presa S.p.A.

- Member of Dyckerhoff AG Supervisory Board

- Chairman of Unicalcestruzzi S.p.A

- Chairman of Corporacion Moctezuma SA de CV

Franco BUZZI Vice Chairman — executive
Positions held in other companies:

- Chairman of Fimedi S.p.A.

- Chairman of Presa S.p.A.

- Chairman of Buzzi Unicem Investimenti S.r.l.

- Chairman of RC Lonestar Inc.

- Member of Dyckerhoff AG Supervisory Board

- Director of Corporacion Moctezuma SA de CV

- Director of Banca del Piemonte S.p.A.

- Director of Banca Passadore & C. S.p.A.

Michele BUZZI Managing Director — executive
Positions held in other companies:

- CEO of Unicalcestruzzi SpA

- Member of the Management Board of Dyckerhoff AG

- Director of RC Lonestar Inc.



Pietro BUZZI Managing Director — executive
Positions held in other companies:

- Director of Presa S.p.A.

- Director of Buzzi Unicem Investimenti S.r.l.

- Director of Unicalcestruzzi S.p.A.

- Director of Buzzi Unicem Deutschland GmbH

- Director of Banco Popolare di Verona e Novara S.c.r.l.

- Director of Finpresa S.A.

Gianfranco BARZAGHINI Director — non-executive
(General Manager — executive till February 8, 2007)

Onorato CASTELLINO Director — non-executive - independent
Positions held in other companies:

- Director of Eurizon Financial Group S.p.A.

- Statutory Auditor of Societa Reale Mutua di Assicurazioni

- Statutory Auditor of Reale Immobili S.p.A.

Alvaro DI STEFANO Director - non-executive
Positions held in other companies:

- Chairman of T.I.LM.E. S.p.A.

- Chairman of Athena Palace S.p.A.

Klaus DYCKERHOFF Director — non-executive - independent

Jurgen LOSE Director — non-executive
Positions held in other companies:

- Chairman of Dyckerhoff AG Supervisory Board

- Director of RC Lonestar Inc.

Gianfelice ROCCA Director — non-executive - independent
Positions held in other companies:

- Chairman of Techint S.p.A.

- Chairman of San Faustin NV

- Chairman of Humanitas S.p.A.

- Chairman of Humanitas Mirasole S.p.A.

- Director of CAMFIN S.p.A.



- Director of Dalmine S.p.A.

- Director of FASTWEB S.p.A.

- Director of RAS S.p.A.

- Director of RCS Quotidiani S.p.A.

- Director of Siderca S.A.I.C.

- Director of Sirti S.p.A.

- Director of TAMSA

- Director of Cliniche Gavazzeni S.p.A.
- Director of Tenaris S.A.

- Director of Ternium S.A.

Maurizio SELLA Director— non-executive - independent
Positions held in other companies:

- Chairman of Sella Holding Banca S.p.A.
- Chairman of Banca Sella S.p.A.

- Chairman of Banca Patrimoni S.p.A.

- Chairman of Maurizio Sella S.A.p.A.

- Chairman of Finanziaria 1900 S.p.A.

- Chairman of Finanziaria 2006 S.p.A.

- Vice Chairman of Finind S.p.A.

- Director of Sofise S.p.A.

- Director of Toro S.p.A.

Marco WEIGMANN Director — non-executive
Positions held in other companies:

- Director of Societa Reale Mutua di Assicurazioni

- Director of Italiana Assicurazioni S.p.A.

- Director of Sara Assicurazioni S.p.A.

- Director of Reale Immobili S.p.A.

- Director of Auchan Italia S.p.A.

- Director of Pernigotti S.p.A.

- Director of Banca Reale S.p.A.

- Vice Chairman of Eurizon Vita S.p.A.

- Director of Sella Holding Banca S.p.A.

No situations exist of directors exercising activities in competition with the
company as per art. 2390 of the civil code.



1.3

Moreover the directors have been advised to inform the board of directors in the
event they should take up such activities.

The term of office of the members of the present board of directors will expire after
the prescribed three years, at the date of the general meeting convened for the
approval of the financial statements as of December 31, 2007.

The board of directors is usually made up of executive directors and non-executive
directors.

At present in the board of directors there are 8 non-executive members (Gianfranco
Barzaghini, Onorato Castellino, Alvaro Di Stefano, Klaus Dyckerhoff, Jurgen Lose,
Gianfelice Rocca, Maurizio Sella, Marco Weigmann), whose high standing,
independence and experience carry significant weight in taking board decisions.

The board of directors has not deemed to issue guidelines with regard to the
maximum number of positions as director or member of the statutory auditors’
committee which could be held in other Companies listed on regulated markets,
including foreign markets, or in financial companies, banks, insurance companies
and large companies, thinking that the single members of the board of directors
would be the most fit to assess the engagements deriving from their other
assignments in the above companies and their respective time availability.

The board of directors, in today’s meeting, has also provided to assess the size , the
composition and the functioning of the board of directors and,based on the board’s
role, the issues of sole competence and the expertise of the members, t has deemed
proper the size and the proportion of executive, non-executive and independent
directors.

No need has arisen to designate a lead independent director since the Chairman,
although granted major management powers, as indicated further below, is not the
main responsible officer for the management, such responsibility being subdivided
among the different legal representatives with management powers. Moreover the
Chairman is not the person controlling the company.

Independent directors

The board of directors, in today’s meeting, has provided to assess, on the basis of the
information supplied by the single directors and of the available information, the
degree of independence of the directors themselves.

The assessment was carried out also on the basis of the meaning and criteria
contained in the Code of Conduct of March 2006.

Following this assessment, 4 non-executive members (Onorato Castellino, Klaus
Dyckerhoff, Gianfelice Rocca, Maurizio Sella), have resulted to be classified as
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independent in the meaning that they do not maintain, nor have recently maintained,

directly or indirectly, any business relations with Buzzi Unicem or persons linked to

Buzzi Unicem, of such a significance as to influence their autonomous judgement,
and precisely but not limited to:

a)

b)

d)

9)

h)

they do not control, directly or indirectly the company also through subsidiaries,

trustees or a third party, nor are able to exercise a considerable influence over it

nor participate in shareholders’ agreements through which one or more persons

may exercise the control or considerable influence over the company;

they are not, nor were in the preceding three fiscal years, significant

representatives of the company, of a subsidiary having strategic importance or

of a company under common control with the company, or of a company or

entity controlling it or able to exercise over the same a considerable influence,

also jointly with others through a shareholders’ agreement;

they have not, nor had in the preceding fiscal year, directly or indirectly, (e.g.

through subsidiaries or companies of which they are significant representatives,

or in the capacity as partner of a professional firm or of a consulting company) a

significant commercial, financial or professional relationship:

- with the company, one of its subsidiaries, or any of its significant
representatives;

- with a subject who, jointly with others through a shareholders’ agreement,
controls the company or with the relevant significant representatives;

nor are, nor were in the preceding three fiscal years, employees of the above

mentioned subjects;

they do not receive, nor received in the preceding three fiscal years, from the

company or a subsidiary or holding company of it, a significant additional

remuneration compared to the “fixed” remuneration of non-executive director

of the company, including the participation in incentive plans linked to the

company’s performance, including stock options plans;

they have not been directors of the company for more than nine years in the last

twelve years;

they are not vested with the executive director office in another company in

which an executive director of the company holds the office of director;

they are not shareholders or quotaholders or directors of a company or a legal

entity belonging to the same network as the company appointed for the

accounting audit;

they are not close relatives of a person who is in any of the positions listed in

the above paragraphs.

11



1.4.

For the purpose of the above, the president of the entity, the legal representative, the
chairman of the board of directors, the executive directors and executives with
strategic responsibilities of the relevant company or entity, shall be considered as
“significant representatives”.

Should the members of the board of directors change, the board of directors shall
provide to assess the independence of each new member, on the basis of the
information supplied by the same and of the available information, and shall
communicate the results of the assessments to the market by means of the press
release issued on the occasion of the meeting.

Pursuant to the principles stated in the Code of Conduct of March 2006, the
independent directors have expressed their intention of meeting at least once in the
year 2007 without the other directors.

The statutory auditors’ committee, in the framework of the duties attributed to it by
the law, has ascertained the correct application of the assessment criteria and
procedure adopted by the board of director for evaluating the independence of its
members. The result of such control is hereunder reported:

“The statutory auditors’ committee has ascertained the correct application of the
criteria adopted by the board of directors to evaluate the independence of its
members as well as the correct application of the related assessment procedure.

The committee deems that such assessment criteria and procedure are consistent
with the spirit and the letter of the Code of Conduct. Consequently, no objections
are raised by the statutory auditors’ committee™.

Meetings of the board of directors

In the year 2006, the board of directors met 8 times. In the year 2007 the board of
directors is expected to meet 6 times, considering the meetings held on February 8,
2007 and on the date of this report.

In preparation of the meetings of the board of directors, the Chairman communicates
the agenda and provides the directors with the documentation and information
needed to enable them to make a knowledgeable and informed contribution to the
board discussion.

Pursuant to art. 15 of the bylaws, the board of directors is called by the Chairman or
by one of the Vice Chairman, whensoever the same deems it proper or on request of
a managing director or the majority of the board members.

The call is effected through a written notification sent at least five days prior to the
scheduled date of the meeting, save urgencies.
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1.5 Role of the Chairman of the board of directors, of the Vice Chairmen and of
the Managing Director

The board of directors, in the meeting of April 29, 2005, following the appointments

resolved by the ordinary shareholders’ meeting of same date, provided to appoint the

Chairman and CEO, two Vice Chairmen and a General Manager and assigned to

them and to Director Pietro Buzzi the same powers as granted by the previous

mandate as per resolution of November 11, 2004. Moreover the same powers were
assigned to Director Michele Buzzi.

The board of directors, in the meeting of November 14, 2005 appointed, effective as

from January 1, 2006, two new Managing Directors in the persons of Pietro Buzzi

and Michele Buzzi, without prejudice to the offices of Chairman, Vice-Chairmen
and General Manager.

In this meeting the board of directors assigned to the two new Managing Directors

the same powers as already granted to the Chairman and the Vice Chairmen.

Finally, the board of directors, in the meeting of February 8, 2007 acknowledged the

resignation from the office of General Manager of Gianfranco Barzaghini, who

keeps the position of Director.

Specifically, following the above resolutions, the Chairman, the Vice Chairmen, the

Managing Directors are assigned the powers, as below listed:

- powers to perform operations on securities and equity holdings, real estate,
companies or lines of business, transactions and in general management activities
up to an amount limit of euro 50 million with single signature and euro 100
million with joint signature with at least one among the Chairman, the Vice
Chairmen, the Managing Directors. Moreover they are delegated the powers to
perform financial and banking transactions (excluding transactions on futures and
granting of sureties on behalf of third parties that are not subsidiaries or
associated companies) up to an amount limit of euro 100 million euro with single
signature and of euro 200 million euro with joint signature with least one among
the Chairman, the Vice Chairmen, the Managing Directors.

The Chairman, the two Vice Chairmen and the Managing Directors, pursuant to art.

21 of the bylaws, have the legal representation of the company.

The board of directors in its meeting of November 14, 2005, assigned, effective as

from January 1, 2006, to the Chairman and to the two Vice Chairmen, within the

powers delegated to them, the following duties:

- to the Chairman, Alessandro Buzzi:

e Cement Technology & Engineering;
e group’s foreign operations representation;
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— to the Vice Chairman, Enrico Buzzi:

e representation of ready-mix concrete operations;

e co-ordination of new initiatives in the electric power sector;

e group’s foreign operations representation;
— to the Vice Chairman, Franco Buzzi:

e group’s foreign operations representation;

e co-ordination of the corporate and financial extraordinary transactions.
As provided by art. 15 of the bylaws in force the Chairman and the Vice Chairmen
are assigned the power to call the board of directors’ meeting.
The Chairman moreover shall preside the meetings of the board of directors and act
as moderator.
The decision to grant management powers to the Chairman stems from the special
competence, standing and expertise of the same in relation to the group’s activities.
Specifically, as stated, the Chairman activity is performed mainly in the field of
Technology & Engineering Cement and in the group’s foreign operations
representation.

Internal Committees of the board of Directors

Appointment of Directors

At present the bylaws do not contain specific provisions with respect to proposals
for appointment of directors and the election lists system for the appointment.

The rules in force, approved by the Shareholders’ Meeting of May 11, 2001
(amended by the ordinary general meeting of April 30, 2004 to make it consistent
with the corporate law Reform), provide the holders of voting rights with the faculty
to deposit at the company’s registered address, at least 10 days prior to the date fixed
for the shareholders’ meeting, proposals for the appointment to the position of
director, accompanied by detailed information on the personal traits and professional
qualifications of the candidates.

In any case, during the shareholders’ meeting, according to a procedure followed by
the shareholders, the candidates’ curricula are made available to the shareholders. In
this respect the company recommends that each candidate should indicate, where
appropriate, his/her eligibility to qualify as independent director.

The board of directors, in today’s meeting, in compliance with the provisions of
Law no 262 of 28 December 2005 (Savings Law) as amended by Legislative Decree
no 303 of 29 December 2006, called the extraordinary general meeting in order to
introduce in the bylaws slate voting for the appointment of directors. Specifically,
the proposed clause provides for:

14



2.2

- the possibility to submit lists by shareholders with voting rights representing at
least 2.5% of the voting stock in the ordinary general meeting or a different
percentage fixed by Consob’s regulation;

- the obligation to deposit the lists at the latest 15 days before the date fixed for
the shareholders’ meeting in first call and to include in the lists at least two
directors that qualifies as independent directors according to the Law and to
complete the lists with the candidates’ curricula;

- avoting system such as to ensure the appointment of a director from the second
list that has got the most votes after the majority list, being understood that the
lists which did not achieve a percentage of votes equivalent at least to half the
percentage required to submit the list shall be disregarded,;

- in case only one list should be submitted, the shareholders’ meeting shall resolve
by the simple majority of votes and should this list obtain the majority of the
votes, the candidates shall be elected as directors in progressive order up to the
number fixed by the shareholders’ meeting;

- in case il should not be possible in whole or in part to appoint the directors
according to the above rules, the shareholders’ meeting resolves by the simple
majority of votes.

The lists deposited, complete with the curricula of the candidates, shall be made

available on the company’s website www.buzziunicem.com.

The board of directors, after proper evaluation, has deemed not to establish a

nomination committee on the ground of the company highly concentrated

shareholding and of the forthcoming introduction in the bylaws of slating vote which
will allow for the nomination of a minority director and will guarantee the
nomination of two directors who qualify as independent according to the law.

The board of directors hopes that the proposed candidates will be identified for their

professional experience and qualifications as well as for their independence of

judgement and assessment.

Remuneration of Directors

The board of directors’ remuneration is established by the shareholders’ general
meeting and within the board of directors it is equally subdivided among all the
directors, allotting a double share to the Chairman by virtue of the general function
of representation assigned to him.

The remuneration of the Chairman and the Vice-Chairmen of Buzzi Unicem SpA, as
well as that of the Directors with special duties, has already been resolved today by
the board of director upon independent directors’ proposal.
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2.3

The overall remuneration granted to Buzzi Unicem SpA’s executive directors and
/or to those with special assignments are examined by the board of directors and
separately reported in the financial statements, according to the law.

The two Buzzi Unicem SpA’s Managing Directors are paid in their capacity of

executives employed with the company and they also receive fees related to

positions held in subsidiaries. Overall, the Managing Directors’ remuneration does
not exceed the average market level for companies of similar size and structure. The

Managing Directors’ remuneration, for the part related to their employment with the

company, comprises a prevailing fixed portion and a variable portion linked to the

achievement of single targets and company’s financial results. The variable portion
is paid out in Buzzi Unicem savings shares, according to “employee share plans”
approved by the shareholders’ meeting.

As for the major subsidiaries, included the foreign ones, the executive directors

receive as well a fixed and variable compensation, in line with the average market

level and proportionate to the company’s size and performance. For foreign
subsidiaries, the variable portion is paid out in cash. Apart from the allocation of
savings shares — “stock grant”- provided by the “employee share plans” of Buzzi

Unicem SpA and its Italian subsidiaries, no “stock option” plans exist in the group.

The remuneration variable portion of the executive directors and managers of Buzzi

Unicem SpA and its subsidiaries is structured as follows:

- the variable component is objective, not discretional, and it depends on the
achievement of single and corporate targets annually pre-fixed, each with a
different weight, the measurable economic ones prevailing;

- the ratio between the fixed and the variable portion of the remuneration varies
depending on the country and the respective rules;

- the plan provides for a minimum threshold under which no variable
remuneration is due and, similarly, a maximum threshold is set.

On the ground of the above, the board of directors has not established a

remuneration committee.

Committee for the internal control

The board of directors as a whole has the function of checking and laying down the
guidelines for the company’s internal control system.

In 2006 the board of directors did not establish an internal control committee, in
view of its general checking function and because the company is provided with an
effective structure to run the internal control function and it has appointed a person
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responsible for internal control who is free from hierarchical ties with other
company’s functions.

In order to further improve the internal control system and in compliance with the
Code of Conduct, the board of directors, in today’s meeting, has established the
internal control committee made up of 3 members in the persons of the independent
directors Onorato Castellino, Maurizio Sella and the non-executive director Marco
Weigmann, deeming that with such a composition the committee is guaranteed an
adequate experience in accounting and finance.

The internal committee control is assigned the duties stated in art. 8.C.3. of the
Code of Conduct and it is part of the company’s internal control system as outlined
in paragraph 3.1 here below.

Functions and corporate procedures

Internal control

The board is responsible for the internal control system. Specifically, the board of

directors:

a) lays down and updates the guidelines for the system;

b) examines the corporate risks submitted to the board of directors by the
executive-directors and assess whether they have been properly identified and
can be suitably managed by the internal control system;

c) ascertain the suitability and effective working of the internal control system, in
order to make sure that the main corporate risks are properly identified and
managed.

The internal control system aims at verifying the compliance with the operating and

administrative internal procedure established in order to ensure a sound and

effective management, as well as to identify, prevent and manage, as much as
possible, financial and operational risks and prevent frauds against the company.

Within the internal control system a decisive role is played by the function of

Internal Auditing, with the task of checking:

- the regularity and functionality of information flows among the company’s
sectors;

- the suitability of the information systems to assure the quality of the information
on which the top management decisions are based;

- the soundness of administrative-accounting processes;

- the effectiveness of management processes to safeguard the company’s assets.
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Moreover the board of directors has appointed a person to run the internal control
system, in the person of the head of the Internal Auditing function, who is equipped
with all necessary means.
The person appointed to run the internal control system is free from hierarchical ties
with the operational sectors responsible officers and he reports to the Board of
directors and the statutory auditors’ committee.
With a view to optimizing the Internal Auditing structure, at the end of 2006 a
specific project was set up in order to introduce a Risk Management system for the
parent Buzzi Unicem SpA and the major subsidiaries, organized on the basis of the
system already implemented by the German subsidiary Dyckerhoff AG.
In order to further improve the internal control system, the board of directors, in
today’s meeting, formalized the adjustments to the company’s internal control
system to make it consistent with the principles and criteria of the Code of Conduct
of March 2006, subdividing the functions and the duties among the board of
directors, the internal control committee and the person in charge in line with the
above Code provisions.

Specifically, inter alia, the board of directors has:

- established the internal control committee, as reported in the paragraph 2.3. here
above;

- identified in the group’s Chief Executive Finance, Pietro Buzzi, the Managing
Director in change of supervising the functionality of the internal control system
entrusting him , in addition to the duties provided for by the art. 8.C.5. of the
Code of Conduct, also with the competence of fixing the remuneration for the
person in charge of the internal control with the obligation to annually inform
the board of directors in order to allow it to take possible resolutions.

- confirmed the head of the Internal Auditing function as the person appointed to
run the internal control assigning him the functions and duties provided for by
art. 8.C.6. of the Code of Conduct. He shall report about his activity not only to
the internal control committee and the statutory auditors’ committee but also to
the executive director responsible for the supervision of the functionality of the
internal control.

As in the past, the person appointed to run the internal control system is free
from hierarchical ties with the operational sectors responsible officers.
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3.2 Procedures

3.2.1 Directors’ interests and transactions with related parties
The board of directors, in the meeting of March 30, 2006, approved the amendments
to the procedure for carrying out transactions with related parties, already approved
by the board of directors in the meeting of March 28, 2003, in order to update the
notion of related parties to make it consistent with the meaning included in the
International Accounting Standards referred to by Consob Regulation no 11971/99
and to introduce regulations for the situations in which a director is bearer of an
interest on his behalf or on behalf of third parties.
This procedure, after having reported the meaning of related parties, identifies the
transactions that shall be previously approved or subsequently ratified by the board
of directors as well as those that are subject to quarterly informative note to the
board of directors, distinguishing to this effect the “significance” thresholds for the
inter-group transactions and transactions with related parties.
In particular, as regards inter-group transactions, all atypical, unusual, no-standard
transactions whose amount exceeds euro 10 million shall be approved by the board
of directors, while for those whose value is less than or equal to euro 10 million the
board of directors and the statutory auditors’ committee shall be provided with
adequate information on a quarterly basis.
As regards transactions with related parties other than inter-group transactions, all
atypical, unusual, non-standard transactions whose value exceeds euro 500,000 shall
be approved by the board of directors as well as all and any transactions whose
value exceeds euro 1 million . For typical, usual, standard transactions whose value
ranges from euro 250,000 and euro 1 million, and for atypical, unusual and non-
standard transactions whose value is less than or equal to euro 500,000 the board of
directors and the statutory auditors’ committee shall be provided with adequate
information on a quarterly basis.
As regards the situations in which a director is bearer of an interest on his behalf or
on behalf of third parties, the procedure sets forth the manner to inform the board of
directors and the statutory auditors’ committee about the nature, terms, source and
scope of the interest, specifying, in any case, that if executive directors are involved,
they shall refrain from carrying out the transaction, vesting the board of directors
with the same.
The procedure, finally, leaves to the discretionality of the concerned directors to
abstain from the discussion and the voting on resolutions in relation to which they
bear a specific interest.
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3.2.2 Reporting to the board of directors and disclosure of confidential information
As stated, in compliance with the bylaws in force, the executive directors at least
quarterly provide the board of directors and the statutory auditors’ committee with
adequate information on the activities performed in the exercise of their powers, and
on transactions having a significant impact on the company’s profitability, assets
and liabilities or financial position carried out by the company or by the subsidiaries,
especially on those in which they have a personal interest or an interest on behalf of
third parties and those influenced by the subject that may exercise the activity of
management and co-ordination activities.

The board of directors, in the meeting of March 30, 2006, approved the Manual on
market abuse and inside information which sets out the procedures and systems the
group adopted in relation to the disclosure of inside documents and information
concerning the company (namely the procedure for the disclosure of inside
information adopted on March 27, 2002), updated in compliance with Consob
regulations on Market Abuse.

This procedure, specifically, identifies in the Managing Directors the entities
responsible for managing and handling inside information concerning the company
and the group. They shall be assisted by the Company’s Affairs (Legale, Fiscale e
Societario) and Investor Relations’ functions in all activities of corporate
communication.

Moreover, after reporting the notion of inside information and the consequences
deriving from the breach of the rules on market abuse, the Manual sets forth the
method to identify inside information within the group and the procedures to follow
in order to ensure the proper flow and the external communication.

The Manual regulates the preparation, maintaining and updating of Insider Lists
which the group adopted effective as from April 1, 2006, pursuant to Consob
Regulation no 11971/99.

3.2.3 Procedure on Internal Dealing
The board of directors, in the meeting of March 30, 2006, in compliance with the
new provisions introduced by the amendments to Consob Regulation no 11971/99
following the Market Abuse Directive , adopted a new Procedure on Internal
Dealing and consequently cancelled the Code of Conduct on Internal Dealing,
adopted on November 12, 2002, pursuant to art. 2.6.3, title 2.6 of the Rules of the
Markets organised and managed by Borsa Italiana SpA.
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This procedure (effective as from April 1, 2006), after identifying the “Significant
Persons” and the financial instruments concerned, reflects the rules and regulations
provided on Internal Dealing.

Moreover Buzzi Unicem shall fulfil the communication obligations on behalf of
directors, statutory auditors and other “significant” managers as well as of the
holding companies, upon previous agreement with the same.

Relations with institutional investors and shareholders

A person has been designated for the relations with institutional investors and
shareholders (Investor Relator) who, following the guidelines laid down by the
executive directors, has the task of establishing a continuous dialogue with the
institutional investors and the shareholders.

It is reminded that in compliance with the shareholders’ meetings rules the
Chairman can invite to attend the meetings experts, financial analysts and qualified
journalists.

The company, in order to ensure a continuous and timely information to the
shareholders so as to allow them an informed exercise of their rights, has established
a specific section on its website www.buzziunicem.com , in which it makes
available the notices of shareholders’ meetings with the procedure for the
participation and the exercise of the voting rights, the documentation relating to
items on the agenda of the shareholders’ meetings, the lists of candidates for the
positions of director and auditor with the candidates curricula, and the minutes of the
shareholders’ meetings.

Moreover, on the above-mentioned website, the bylaws and the shareholders’
meeting rules are made available as well as the annual reports and the interim
reports released according to the law and all press releases issued by the company.
Contact details of the Investor Relations’ function are reported in the attached tables.

Shareholders’ meetings

The board of directors has drawn up a set of rules to govern the conduct of the
ordinary, extraordinary and special shareholders’ meetings, guaranteeing the right of
each shareholder to speak on the matters under discussion. These rules have been
drawn up on the basis of the facsimile-model prepared by Assonime.

The Rules have been approved by the shareholders’ meeting of May 11, 2001 and
amended by the shareholders’ meeting of April 30, 2004 to make them consistent
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with the new provisions introduced by the corporate law reform. The shareholders’
meeting called for the approval of the financial statements as of December 31, 2006
shall be asked to resolve on some formal amendments to the shareholders’ meeting
rules following the bylaws amendments submitted to the shareholders’ meeting for
approval.

The rules are available on the company’s website www.buzziunicem.com.

Members of the Statutory Auditors” Committee

Art. 22 of the bylaws in force provides that the lists, if any, submitted by the
shareholders with voting rights, representing at least 3% of the voting stock at the
shareholders’ meeting, and including the names of the candidates to the position of
statutory auditor, shall be deposited at the company’s registered office at least 10
days before the date fixed for the shareholders’ meeting in first call. Together with
the lists, a statement shall be deposited by which the single candidates accept the
nomination and state, under their responsibility, that no cause exists for ineligibility
and incompatibility and that all requirements prescribed by the rules and the bylaws
for the position are met.

Furthermore the bylaws provide that no list may include a candidate who is already
an auditor in six other listed companies, to the exclusion of the parent company and
subsidiaries of Buzzi Unicem.

In case only one list should be submitted, the shareholders’ meeting shall resolve by
the simply majority of votes and should the submitted list obtain a majority of the
votes, all the candidates on such list shall be deemed to have been elected and the
chairmanship shall lie with the first candidate of the list proposed as a regular
auditor.

In case it should not be possible, in whole or in part, to appoint the statutory
auditors’ committee according to the above rules, the shareholders’ meeting resolve
by the simple majority of votes.

The company shall update, according to the law, the statutory rules on the
appointment of statutory auditors in compliance with the Savings Law and the
provisions of the Consob Regulation which is being issued pursuant to the Savings
Law.

The statutory auditors’ Committee presently in office, following the resolutions of
the ordinary general meeting of April 29, 2005 is made up by three regular auditors
and two alternates in the persons of:

Mario PIA - Chairman
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Paolo BURLANDO - regular auditor

Giorgio GIORGI - regular auditor
Franco BAROLO - alternate
Roberto D’AMICO - alternate

Among the regular auditors Giorgio Giorgi holds the position of Chairman of the
statutory auditors’ committee or regular auditor in 3 other listed companies, namely,
Chairman of the statutory auditors’ committee of Juventus F.C. SpA and regular
auditor of IFI SpA and IFIL Investments SpA..

No lists having been submitted to the shareholders’ meeting for appointment to the
position of auditors, none of the above listed auditors was elected by the minorities.
The statutory auditors’ committee term of office will expire at the date of the
shareholders’ meeting convened for the approval of the financial statements as of
December 31, 2007.

Since Consob rules on the appointment of the statutory auditors’ committee in
implementation of the Savings Law are still being defined, the board of directors
reserves the right to update, according to the law, the bylaws to make them
consistent with the law provisions on the appointment of statutory auditors.

The result of the assessment made by the statutory auditors’ committee on March
23, 2007 on the compliance with the independence requirements of its members is
hereunder reported:

“The statutory auditors’” committee, with respect also to the Code of Conduct, has
ascertained the correct application of the criteria which allow to qualify its
members as independent. The result of such assessment, referred to the period from
the appointment for the present term of office to date, is positive.”

The structure of the board of directors, the statutory auditors’ committee and the
other provisions of the Code of Conduct referred to the year 2006 are summarized in
the three attached tables.
Casale Monferrato, 29 March 2007
For the board of directors

The Chairman
Alessandro Buzzi
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TABLE 1: BOARD AND BOARD COMMITTEES (year 2006)

Board of Directors Internal Remuneration
Control Committee o Committee ¢
Number of
Position Incumbents* executive | non-executive | Independent rokkk ot.h.er il Fkkk rxx FkAK
positions
held **

Chairman Alessandro BUZZ| X 100,00% 4

Vice Chairman Enrico BUZZI X 100,00% 5

Vice Chairman Franco BUZZI X 100,00% 8

Managing Director Michele BUZZI X 100,00% 3

Managing Director Pietro BUZZI X 100,00% 6

Director and General Manager Gianfranco BARZAGHINI X 100,00% 0

Director Onorato CASTELLINO X X 87,50% 3

Director Alvaro DI STEFANO X 50,00% 2

Director Klaus DYCKERHOFF X X 100,00% 0

Director Jirgen LOSE X 62,50% 2

Director Gianfelice ROCCA X X 25,00% 15

Director Maurizio SELLA X X 25,00% 9

Director Marco WEIGMANN X 75,00% 9

«¢If there is is no Committee or its membership differs from that recommended by the Code, explain briefly why:
The board of directors as a whole has the function of checking and laying out the guidelines for the company’s internal control system
The company is, however, provided with an effective structure to run the internal control function and it has appointed a person responsible for the internal control who is free from hierarchical ties with other
company'’s functions. The internal control committee was established by resolution of the Board of Directors on March 29, 2007

o «If there is is no Committee or its membership differs from that recommended by the Code, explain briefly why

The remuneration of the executive and non-executive directors with special duties is fixed by the board of directors upon independent directors’ proposal.

Internal Control Remuneration

Number of meetings held during the year under review Board of Directors 8 . ) :
Committee: Committeei:

NOTES

*  Directors appointed through minority slates. At present the bylaws do no contain a special provision for the proposal of appointment of directors neither the mechanism of voting list for the appointment of the same. The company shall comply, according to the law, with the
new provisions introduced by the Savings Law on the appointment of directors through slate voting.

* Number of other memberships in boards of directors or of statutory auditors held in other companies listed on regulated markets, in Italy and abroad, in financial, banking and insurance .companies or more generally in large companies. The corporate Governace Report
provides details as to the positions held

*+  Director is member of this Committee.
**x - Director's attendance at meetings of the board of directors and of the board committee, in percentage of meetings held.
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TABLE 2: BOARD OF AUDITORS

Position* Incumbent Attendance, In percentage of Number of other positions held**
meetings held

Chairman Mario PIA 100%

Regular auditor Paolo BURLANDO 100%

Regular auditor Giorgio GIORGI 100% 3

Alternate Franco BAROLO

Alternate Roberto D'AMICO

Number of meetings held during the year

under review: 11

Quorum required for minority shareholders to present a slate for the appointment of one or more regular members:

Art. 22 of the bylaws provides that lists may be submitted by shareholders who, on their own or together with others, hold on the overall a number of shares
bearing voting rights, that represents at least 3% of the entire voting stock in the shareholders’ meeting.

The company shall update, according to the law, the statutory rules on the appointment of statutory auditors in compliance with the Savings Law and the
provisions of the Consob Regulation which is being issued pursuant to the Savings Law.

NOTES
* Regular auditors appointed through minority slates. At present no auditor is designated through a list presented by minorities

**  Number of other memberships in boards of directors or of statutory auditors held in other companies listed on regulated markets, in Italy. The corporate
Governace Report provides details as to the positions held.
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TABLE 3: OTHER CORPORATE GOVERNANCE CODE PROVISIONS (year 2006)

YES

NO

Summary explanation to be provided in case of non-compliance with
Code provisions

Delegations of authority and transactions involving related parties

Had the Board of Directors has delegated authority and defined:

a) limits applicable thereto?

b) manner of exercise applicable thereto?

¢) Rerporting frequency applicable thereto?

Has the board of directors retained the power to review and approve transactions of
particular significance for the company’s profitability, assets and liabilities or financial
position (with special reference to transations with related parties)?

Has the board of directors defined guidelines and criteria for the identification of
"transactions of particular significance”?

Are these guidelines and criteria described in the Report?

Has the board of directors defined procedures for the review and approval of transactions
involving related parties?

Are the procedures for approval of transactions involving related parties described in the
Report?

Procedures followed for the most recent appointments to the board of directors and
the board of auditors

Were proposals for the appointment to the position of director deposited at the company’s
offices at least 10 days ahead of time?

Were these proposals accompanied by detailed information?

Did these proposals provide information on candidates’ eligibility to qualify as independent
directors?

Were proposals for the appointment to the position of member of the board deposited at the
company'’s offices at least 10 days ahead of time?

Were these proposals accompanied by detailed information?

Shareholders’ Meetings

Has the company adopted rules of procedure for its shareholders’ meetings?

Are these rules of procedure attached to the report (or does the report indicate where such
rules can be obtained/downloaded)?

Internal control

Has the company appointed persons to run its internal control system

X

Are these persons not placed hierarchically under managers in charge of business units or
operations?

X

Unit in charge of internal controls (ex art. 9.3 of the Code)

Head of the

Internal Auditing function

Investor relations
La societd ha nominato un responsabile investor relations?

X

Unit and contact information (address/phone/fax/email) for the company’s investor relations
person

Investor relations officer: Antonio Buzzi (tel. +39 0142 416452)
Investor relations assistant: Mariangiola Fiore (tel +39 0142 416404)
fax: +39 0142 416464
e-mail: mfiore@buzziunicem.it

Via Luigi Buzzi, 6 15033 Casale Monferrato (AL)
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