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Seven years after the first edition, the dsdial@nwo substantially review the corpoaateagove
principles applicable to Italian listed coifipardesision satisfies a need strongly tak by all
participants in the market.

The evolution of the best practice, sometghegaithfouexperiences, is linked to the growing
awareness, by all market participants, gidhsibitiées towards investors, the courgralin gen
and international intermediaries.

This cultural growth is nourished throughanftaityation with the market and the stakeholders,
of which the issuers are protagonists, nateonfyatharge size, naturally prone to liaise with
investors, but also medium-small size comichraes, amfare that they can find in good governance
an effective instrument to increase valuetacttteepnvestments of their shareholders.

Essentially a continuously evolving regulaetyammong European Union directives and
recommendations, reforms of the domesticitetjisléigtd of corporate law and the protection
of savings.

The new Corporate Governance Code was wattgawitththe above scenario, with the goal of
increasing the clarity and concretenessmaf peeple auch as those of independenindirectors a
the board's internal committees * the cohiehtwefanmproved as a result of acquireg.experien

Each matter is handled having regard to poieneand comments, in order to facilitate the
implementation of the 2&comply or explain® aukctpke full understanding, by the market, of the
corporate governance model applied by each company.

Moreover, the best efforts were used to egtive ibeflensome operating and administrative
procedures for the issuers, introducing dleribiiity tiat accommodates differencdbesuch as
size of the company, the shareholding comg@dkgi@c@omic sector involved.

The Committee for the Corporate Governancdediewggyin the possibility to contribute to
maintaining and improving the high qualitadiaelstahour equity market, by increasing the level
of interest and confidence both by natiorahatidriat investors and intermediaries, as well as
the part of companies that wish to approatdi tharkefs.

The Committee has achieved a strong conisigtehtest@nmendations in the Code.

Borsa lItaliana, for its part, wishes to mas@ngagement in the promotion, support and
strengthening of best practice in servickej.tAecoeting to the auspices of the Committee, Borsa
Italiana will follow the application of the Qistedliyompanies, indicating, where necgibdary, pos
improvements.

This Code is the result of almost one yearsthe®dmmittee, the Experts and the Working
Group. We entrust it to the market and hopis thabbirce of inspiration.

Massimo Capuano
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INTRODUCTION PRINCIPLE

Adoption of and compliance with this Corporate Gmance Code are voluntary.

A listed company (dissuer®) adopting this Codeyhole or in part, shall yearly disclose in-
formation to the relevant market, under the terms the procedure stipulated in the appli-
cable law and regulations, specifying which recomaatons of the Code have actually
been implemented by the issuer and how. In cemaitances, the Code defines the contents
of the information to be supplied to the market.

The information obligation relates to the princgbnd criteria contained in each article of
the Code. Moreover, issuers are urged to takeantmunt the indications and suggestions
found in the comment included at the bottom of eacticle.

With reference to principles and criteria which @on recommendations regarding the is-
suers, their directors, auditors, shareholderther company's bodies or functions, each is-
suer shall provide accurate, concise, easily tartable information on the manner in which
said recommendations have been concretely implechdoting the period to which the an-
nual report refers.

If the issuer has not implemented, in whole or @amtpone or more recommendations, it
shall supply adequate information with regard ¢éoréiasons for the omitted or partial appli-
cation.

In the event that principles and criteria relategional conduct, a description of the line of
conduct followed is required, though it is not ngsary to provide the motives for the
choices made.

As for principles and criteria meant to providefatation, unless otherwise indicated by the
issuer, it is assumed that the issuer has corwginethem.

Under the Code, the annual reporting obligationeferred to as the 2report on corporate
governance®.

* * *

Borsa Italiana shall monitor the implementatiothsf Code by the issuers and the ongoing
development of the regulatory framework.

A panel of three experts, chosen among highly abteitndividuals who possess specific know-
ledge and experience with regard to listed compaame regulated markets, will evaluate,
prompted by Borsa Italiana, whether it is apprtgioa necessary to proceed with a review
of the Code. Should a review be recommended, Bibatiana shall entrust the Committee
to carry out the assessment.

This Code replaces the Corporate Governance Cadedsin 1999 and amended in 2002.

Issuers are invited to implement this Code by tiee @ the fiscal year starting in 2006, in-
forming the market through the Report on Corpor&evernance to be published in 2007.

.........






ARTICLE 1 - ROLE OF THE BOARD OF DIRECTORS

Principles

1.P.1. Listed companies are governed by a Boardr@ftbrs that meets at regular inter-
vals, and that adopts an organisation and a mpedusnali which enable it to per-
form its functions in an effective, efficient mamne

1.P.2. The Directors act and pass resolutions wittkkifiowledge of the facts and au-
tonomously, pursue the priority of creating valaethe shareholders. Consi-
stent with this goal, they shall also take intmaat the directives and policies
defined for the group of which the issuer is a memhs well as the benefits
deriving from being a member of a group.

Criteria

1.C.1. The Board of Directors shall:
a) examine and approve the company's strategicatogreal and financial plans
and the corporate structure of the group it hedidsy;

b) evaluate the adequacy of the organizationalnétrative and accounting struc-
ture of the issuer and its subsidiaries havirig@traelevance, as established by
the managing directors, in particular with regarithé internal control system and
the management of conflicts of interest;

c) delegate powers to the managing directors atitetexecutive committee and
revoke them; it shall specify the limits on thesleghted powers, the manner of
exercising them and the frequency, as a rule athas once every three months,
with which the bodies in question must report te thoard on the activities per-
formed in the exercise of the powers delegatedemt

d) determine, after examining the proposal of tleeigbcommittee and consulting
the board of auditors, the remuneration of the rgargadirectors and of those di-
rectors who are appointed to particular positioitkimthe company and, if the
shareholders' meeting has not already done sondeéethe total amount to
which the members of the board and of the executbramittee are entitled;

e) evaluate the general performance of the compaging particular attention to
the information received from the executive comagt{when established) and
the managing directors, and periodically compdhn@gesults achieved with tho-
se planned;
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1.C.2.

1.C.3.

1.C4.

f) examine and approve in advance transactionsccaut by the issuer and its
subsidiaries having a significant impact on theaoys profitability, assets and
liabilities or financial position, paying particatiention to transactions in which
one or more Directors hold an interest on their oeghalf or on behalf of third
parties and, in more general terms, to transadtivolving related parties; to this
end, the board shall establish general criterideiotifying the transactions which
might have a significant impact;

g) evaluate, at least once a year, the size, coimpasid performance of the Board
of Directors and its committees, eventually chamastg new professional figures
whose presence on the board would be consideredajgie;

h) provide information, in the report on corporatevgrnance, on the application
of the present article 1 and, in particular, on tiasenber of meetings of the
board and of the executive committee, if any, leldng the fiscal year, plus
the related percentage of attendance of eachatirect

The directors shall accept the directorsiipmthey deem that they can devote the
necessary time to the diligent performance of thaies, also taking into account
the number of offices held as director or audiasther companies listed on regula-
ted markets (including foreign markets) in findrmoanpanies, banks, insurance
companies or companies of a considerably largdse®&oard shall record, on the
basis of the information received from the direx;ton a yearly basis, the offices of
director or auditor held by the directors in thead-mentioned companies and in-
clude them in the report on corporate governance.

The board shall issue guidelines regardenméximum number of offices as direc-
tor or auditor for the types of companies refemeth the above paragraph that
may be considered compatible with an effectiveopagnce of a director's duties.
To this end, the board identifies the general gatelifferentiating them according
to the commitment entailed by each role (executiv@on-executive or inde-
pendent director), as well as the nature and $itee@ompanies in which the of-
fices are performed, plus whether or not the congsaare members of the issuer's
group; it may also take into account the partioagmeof the directors in committees
established within the ranks of the board.

If the shareholders’ meeting, when dealirth wiganisational needs, authorises, on a
general, preventive basis, derogations from gaemuihibiting competition, as per Article
2390 of the Italian Civil Code, then the Board afdators shall evaluate each such issue,
reporting, at the next shareholders' meeting, tlieat ones if any. To this end, each
director shall inform the board, upon acceptinghbisappointment, of any activities
exercised in competition with the issuer and ofeffgctive modifications that ensue.

.........



Comment

The Committee believes that the Board of Directwas the primary responsibility
for determining and pursuing the strategic objestnf the issuer and of the group
of which it is a member or which it heads.

The decisions of each director are autonomousig@xtent he/she makes his/her
choices with free judgement, doing so in the odéng interest of the generality of
the shareholders. Therefore, even when managerheities have been evaluated,
addressed or otherwise influenced in advance nitiilimits and in compliance
with the applicable provisions of law, by those@geng management and coordi-
nation activities, or by subjects participating gyndication agreement, each direc-
tor shall pass resolutions in autonomy, adoptingcel which may, reasonably,
lead £ primarily+ to the creation of value for #areholders in the medium-long
term.

Independence of judgement is required for the mewof all directors, regardless of
whether they are executive or non-executive, anetivar or not they are 2inde-
pendent® pursuant to Article 3 below.

The appointment of one or more managing directorgf an executive commit-
tee, plus the fact that the business activityaecesed through several subsidiaries,
does not relieve the board of the tasks entrustéchereunder. Notwithstanding
the absence of precise statutory restrictionsismstlbject, the board is required to
delegate powers in such a way that the board duesppear to be divested of its
prerogatives. Moreover, the issuers shall adopaatemeasures to ensure that sub-
sidiaries submit to the board of the parent compgoryprior review, material
transactions, subject to the principle of autonasmoanagement, in the event that
the subsidiary is also a listed company.

Among the matters reserved to the competence dbdlaed, this article mentions

the evaluation of the adequacy of the organizdtiadaninistrative and accounting
structure of the issuer and of its subsidiariesdhatrategic relevance; it is pointed
out that such relevance should be evaluated weherce to criteria that do not con-

cern only the size, to be mentioned in the repartcorporate governance.

In carrying out their duties, the directors shalliew the information received
from the delegated bodies, ask the same for amifycakions, elaborations or sup-
plements that are deemed necessary or appropriatedmplete and correct eva-
luation of the facts submitted to the review of Hward. The chairman of the
Board of Directors shall use his/her best effortsder to ensure that the material
information and documents for enabling the boatdke its decisions are made avai-
lable to its members according to adequate proesdund timing.

The Board of Directors may request of the manadirgctors that executives of
the issuer or the group participate in the meetoigbe board, in order to supply
the appropriate supplemental information on thest®n the agenda.
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ARTICLE 2 + COMPOSITION OF THE BOARD OF DIRECTORS

Principles

2.P.1.

2.P.2.

2.P.3.

2.P.4.

2.P.5.

Criteria

2.C.1.

The Board of Directors shall be made up efcakive and non-executive di-
rectors.

Non-executive directors shall bring theircgpeexpertise to board discussions and
contribute to the taking of balanced decisionsygyarticular care to the areas whe-
re conflicts of interest may exist.

The number, competence, authority and tinglability of non-executive directors
shall be such as to ensure that their judgemenhmagya significant impact on the
taking of board's decisions.

It is appropriate to avoid the concentratibnorporate offices in one single indivi-
dual.

Where the Board of Directors has delegatethgenent powers to the chairman,
it shall disclose adequate information in the teorcorporate governance on the
reasons for such organisational choice.

The following are executive directors:

+ the managing directors of the issuer or a substibaing strategic relevance,
including the relevant chairmen when these aretgdaindividual management
powers and when they play a specific role in tHmitien of the business strate-
gies;

I+

the directors vested with management duties wiltl@mssuer or in one of its sub-
sidiaries having strategic relevance, or in a@bnty company when the office
concerns also the issuer;

I+

the directors who are members of the executivenaitiee of the issuer, when
no managing director is appointed or when the gigdtion in the executive com-
mittee, taking into account the frequency of thestimeys and the scope of the re-
levant resolutions, entails, as a matter of taetsystematic involvement of its
members in the day-to-day management of the issuer;

The granting of powers only in cases of urgendirectors, who are not provided
with management powers is not enough, per se,usecthem to be identified as
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2.C.2.

2.C.3.

executive directors, unless such powers are acexalicised with considerable
frequency.

The directors shall know the duties and nesibdities relating to their office. The

chairman of the Board of Directors shall use hisdféorts for causing the directors
to participate in initiatives aimed at increaskgrtknowledge of reality and busi-

ness dynamics, also having regard to the releguiatory framework, so that they
may carry out their role effectively.

In the event that the chairman of the Boar®wectors is the chief executive offi-
cer of the company, as well as in the event theabtfice of chairman is covered by
the person controlling the issuer, the board sleglignate a lead independent di-
rector, who represents a reference and coordinptior for the requests and con-
tributions of non-executive directors and, in parkar, those who are independent
pursuant to Article 3 below.

Comment

In the Italian reality, the number of non-executdieectors usually exceeds the num-
ber of executive directors. The Committee recomnsethat the shareholders, when

appointing directors, evaluate the number, expeeiemd personal characteristics
of the candidates in relation to the size of thedg the complexity and specificity

of the business sector in which the issuer opeestegell as the size of the Board of
Directors.

The fact that the management powers are grantedrtee directors only does not
eliminate the importance that the board, in thefpenance of its tasks of
determining the strategy and exercising contraktisally able to express influential
judgements, which are the result of real discussioong professionally qualified
people.

The non-executive component has the primary rolproviding a significant con-
tribution to the exercise of such duties.

In particular, non-executive directors enrich tloal's discussion with competences
formed outside the company, having a general gitatkaracter or a specific tech-
nical one. Such competences permit to analysdifiteeent matters under discus-
sion from different standpoints and, thereforefrdaute to nourish the dialectics
that is the distinctive precondition for a meditatgformed corporate decision.

The contribution of non-executive directors appdarbe useful on such subject
matters in which the interests of executive dinectmd those of the shareholders
could not coincide, such as the remuneration oettexutive directors and the inter-
nal control system. In fact, the non-executive memlof the board, due to their
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extraneousness to the operational managementiskthex, may effectively contri-
bute to the evaluation of the proposals and theiycof executive directors.

Within the Board of Directors, the figure of theastman, to whom law and prac-
tice entrust duties of organization of the boanaigks and of liaison between exe-
cutive and non-executive directors, takes up adomehtal importance.

The international best practice recommends to abheidoncentration of offices in
one single individual without adequate counterlmdanin particular, the separa-
tion is often recommended of the roles of chairar@hchief executive officer (CEO),
the latter meant as a director who, by virtue & delegations of powers received
and the concrete exercise of these, is the maionstble officer for the manage-
ment of the issuer.

The Committee is of the opinion that, also in Itdlye separation of the above-men-
tioned roles may strengthen the characteristiogpairtiality and balance that are re-
quired from the chairman of the Board of Directors.

The Committee, in acknowledging that the existeatsituations of accumulation
of the two roles may satisfy, in particular inassof smaller size, valuable organi-
zational requirements, recommends that, shouldh¢htise case, the figure, already
known also to the Italian practice, of the leacepehdent director be created.

The Committee also recommends the designatioriezdiindependent director in
the event that the chairman is the person contigoline issuer, a circumstance this
which, per se, takes up no negative characteyisticsvhich requires, however,
the creation of adequate counterweights.

Non-executive directors (and, in particular, indegent directors) shall make refe-
rence to the lead independent director for a bettatribution to the activity and
operation of the board. In particular, the leaceipeindent director shall collaborate
with the chairman for the purpose of ensuring thatdirectors are addressees of
complete timely flows of information.

The lead independent director is granted, intex, alith the power to convene,

autonomously or upon demand of other directorsy@ppate meetings of inde-

pendent directors only, for the discussion of stilbpatters judged of interest re-
garding the functioning of the Board of Directordlte company's operations.

.........






ARTICLE 3 + INDEPENDENT DIRECTORS

Principles

3.P.1. An adequate number of non-executive direcbadl be independent, in the sense
that they do not maintain, nor have recently mairgd, directly or indirectly, any
business relationships with the issuer or persdesl|to the issuer, of such a
significance as to influence their autonomous junege.

3.P.2. The directors' independence shall be peradigiassessed by the Board of Di-
rectors. The results of the assessments of the il be communicated to the
market.

Criteria

3.C.1. The Board of Directors shall evaluate thepeeshdence of its non-executive mem-
bers having regard more to the contents than tddire and keeping in mind that
a director usually does not appear independehtifollowing events, to be consi-
dered merely as an example and not limited to:

a) if he/she controls, directly or indirectly, tresuer also through subsidiaries,
trustees or through a third party, or is able tereise over the issuer
dominant influence, or participates in a sharehsldegreement through
which one or more persons may exercise a controbosiderable influence
over the issuer;

b) if he/she is, or has been in the preceding thiseal years, a relevant representa-
tive of the issuer, of a subsidiary having statefgivance or of a company un-
der common control with the issuer, or of a companentity controlling the
issuer or able to exercise over the same a catdiglerfluence, also jointly with
others through a shareholders' agreement;

c) if he/she has, or had in the preceding fiscal, ydeectly or indirectly (e.g.
through subsidiaries or companies of which hefshesignificant representative,
or in the capacity as partner of a professiomaldirof a consulting company) a
significant commercial, financial or professicglationship:

+ with the issuer, one of its subsidiaries, oio&itg significant representatives;

+ with a subject who, jointly with others througlsl@areholders' agreement, con-
trols the issuer, or £ in case of a company ongty & with the relevant si-
gnificant representatives;

.........



or is, or has been in the preceding three fisaakyan employee of the above-
mentioned subjects;

d) if he/she receives, or has received in the pregebree fiscal years, from the is-
suer or a subsidiary or holding company of theissusignificant additional re-
muneration compared to the 2fixed® remuneratiomoh-executive director of
the issuer, including the participation in inceatplans linked to the company's
performance, including stock option plans;

e) if he/she was a director of the issuer for mbamtnine years in the last twel-
ve years;

f) if he/she is vested with the executive directifice in another company in which
an executive director of the issuer holds theefifcdirector;

g) if he/she is shareholder or quotaholder or direct a legal entity belonging to
the same network as the company appointed fordbeuating audit of the is-
suer;

h) if he/she is a close relative of a person wiroasiy of the positions listed in the
above paragraphs.

3.C.2. Forthe purpose of the above, the legal sspriative, the president of the entity, the
chairman of the Board of Directors, the executivealors and executives with stra-
tegic responsibilities of the relevant companyntitye must be considered as 2si-
gnificant representatives®.

3.C.3. The number and competences of independeattdirs shall be adequate in rela-
tion to the size of the board and the activity performed by the issuer; moreover, they
must be such as to enable the constitution of cotees within the board, accor-
ding to the indications set out in the Code. If flssuer is subject to management
and coordination activity by third parties or isitolled by a subject operating,
directly or through other subsidiaries, in the saemor of activity or in contiguous
sectors, the composition of the Board of Directdrthe issuer shall be suitable to
ensure adequate conditions of autonomous managamantherefore, to pursue
in a priority way the objective of the creationvaflue for the shareholders of the
issuer.

3.C.4. The Board of Directors shall evaluate, #fteappointment of a director who qua-
lifies himself / herself as independent, and subs#y at least once a year, on the
basis of the information provided by the same direx, however, available to the
issuer, those relations which could be or appebe ®uch as to jeopardize the au-
tonomy of judgement of such director. The Boardafectors shall notify the re-
sult of its evaluations, on the occasion of theimpment, through a press release
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3.C.5.

3.C.6.

to the market and, subsequently, within the reportcorporate governance, spe-
cifying, with adequate reasons, whether any aitemve been adopted other than
those indicated in these criteria.

The Board of Auditors shall ascertain, inftamework of the duties attributed to
it by the law, the correct application of the assest criteria and procedures adop-
ted by the board for evaluating the independendéesahembers. The result of
such controls is notified to the market in the mé@m corporate governance or in
the report of the Board of Auditors to the sharedkot’ meeting.

The independent directors shall meet at teast a year without the presence of
the other directors.

Comment

Independence of judgement is required of all dirscexecutive and non-executi-
ve alike: directors who are conscious of the dahesights associated with their po-
sition always bring independent judgement to tiveirk.

In particular, non-executive directors may provatleindependent unbiased judge-
ment on the proposed resolutions, since they ardinectly involved in the run-
ning of the company.

The most delicate aspect in issuers with a br@adtsblder base consists in aligning
the interests of executive directors with thosthefshareholders. In such compa-
nies, therefore, the predominant aspect is thdependence from the executive

directors.

In issuers with concentrated ownership, or wheeerdrolling group of sharehol-
ders can be identified, the problem of aligningititerests of the executives direc-
tors with those of the shareholders continues ist,exut there emerges the need
for some directors to be independent also fronttmerolling shareholders, or sha-
reholders which are, however, able to exercisenaiderable influence.

The qualification of a non-executive director adeipendent director does not
express a judgement of value, but it rather inglicah actually existing situation:
the absence, as the principle states, of anynelath the issuer, or with subjects
linked to the issuer, such as to actually affast,td their importance, to be
evaluated in relation to the individual subject ithdependence of judgement and
the unbiased assessment of the management activity.

The criteria set out some of the most common elém#rat are symptomatic of
absence of independence. Such elements are §tway of example and are not
binding on the Board of Directors, which may addpt,the purpose of its evalua-
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tions, additional or different, in whole or in pactiteria from those mentioned
above, giving adequate information to the markgétber with the relevant reasons.
The Board of Auditors, in its control of the modial of concrete implementation
of the corporate governance rules, is demandedrify the correct application of
the criteria adopted by the board and of the prooesiof assessment utilized by it.
Such procedures make reference to the informatiovigied by the single parties
concerned or, however, at disposal of the issmee 80 appropriate investigation
activity aimed at identifying any material relaigdemanded from the issuer.

When the board deems that the independence regemeexists, in concrete,
even in the presence of situations that may bddemes as being without inde-
pendence % e.g., defining a commercial relatioreshipot significant in relation to
its economic value = it will be sufficient to ngtthe market of the result of the
evaluation, subject to the control of the Boardhaflitors on the adequacy of the
relevant reasons.

The non-exhaustive or mandatory character of tlemtsvset out in the criteria im-
plies the need to review also additional circunes®mot expressly contemplated,
which might appear, however, likely to negativdfget the independence of di-
rectors.

For example, even though the mere remuneration(oba-executive) director of
the issuer, one of its subsidiaries or its holcingpany, does not negatively affect,
per se, the independence requirement, it appeaessary to evaluate on a case by
case basis the amount of any additional compemsaticeived in the framework
of such tasks. On the other hand, also the ownedgha (direct or indirect) share-
holding of such an amount as not to determine th@rol or dominant influence
over the issuer and not subjected to a sharehadeegment, could be considered
suitable to jeopardize, in particular circumstaricesndependence of a director.

Significant representatives of a company congdttia issuer or controlled (at least
whether having a strategic relevance) by the igsuader common control are usually
considered not independent irrespective of the atnaiuthe relevant remunerations,
by reason of the duties entrusted to them. Algbigevent, moreover, the Board of
Directors is required to make a substantial ei@lu#tterefore, by way of example, a
director who is vested with the office of non-extaei chairman of the controlling
company or of a subsidiary, could be consideregperdient, if he had received such
appointment because he is 2super partes®; vica;eetgector could appear to be non-
independent, if he actually plays, also in absanimemal delegations of powers, a
guidance role in the definition of strategies efiisuer, of a controlling company or a
subsidiary having strategic relevance.

As regards commercial, financial and professelatibns directly or indirectly en-
tertained by the director with the issuer or oteabjects linked to the issuer, the
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Committee does not deem it useful to set out peegisgantitative criteria, on the
basis of which their relevance must be judged.

In any event, the Board of Directors should evalsath relationships having regard
to their materiality, both in absolute terms andelation to the economic-finan-
cial situation of the party concerned. Any agregnrefavour of the director (or
subjects linked to the directors) containing amyritial or contractual conditions not
aligned with those of the market, is to be considenaterial. Moreover, the fact that
the relationship is governed at market conditimesadhot entail, per se, a judgement
of independence, since it is, however, necessaafteady mentioned, to evaluate
the relevance of the relationship.

Those relations which, even though they are naitifsogint from an economic stand-
point, are particularly material for the reputatidrihe director concerned or rela-
te to important transactions of the issuer (jusiktto the case of a company or
professional, who takes up an important role incaquisition or listing transaction)
should also be taken into consideration.

From a subjective standpoint, in addition to tHatrens directly entertained with
significant representatives (of the issuer, sasgdof the issuer or controlling sub-
jects), also the relations maintained with subljestever traceable to such repre-
sentatives, such as, by way of example, compamigslied by them, may be ta-
ken into consideration.

The Committee also believes that, in certain palgiccircumstances, also the ex-
istence of relations other than economic ones, lmeayaterial. For example, in is-
suers subject to public control, any political activity performed on a continuing ba-
sis by a director could be taken into considerdtiotine purpose of evaluating his/her
independence. However, the so-called courtesyiopsdtips are not relevant.

Also for the definition of the relations of a afdyfinature, it is appropriate to rely
on the prudent evaluation of the Board of Directarsich might consider as not re-
levant, taking into account the actual circumstanites existence of a close family
or in-law relationship. Parents, children, the sgowho is not legally separated,
the companion living together and family membetfiadj together with a person,
who could not be considered as an independenttdireshould be judged as being
not independent.

The customary structure of Italian administratvaids entails the possibility that al-
so directors who are members of the executive cttewnf the issuer are qualified
as non-executive and independent, being the exesgtbmmittee a corporate
body that does not grant individual powers to ieswhbers.

A different evaluation appears, however, apprepriben a managing director is not
appointed or when the participation in the execeitemmittee, taking into account
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the frequency of the meetings and the scope afeleeant resolutions, entails, as a
matter of fact, the systematic involvement of gsminers in the current running of
the issuer or determines a considerable increttse lielevant remuneration com-
pared to that of the other non-executive directors.

Finally the Committee believes that the presendhaerBoard of Directors of di-
rectors who may be qualified as 2independent® ésrttost suitable solution for
guaranteeing the composition of the interestsl di@lshareholders, both majority
and minority ones. In this respect, in the coreatrcise of the rights of appoint-
ment of directors, it is possible that the @indegeant® directors are proposed by
the same controlling shareholders: independeaceadbjective element, not liable
to being biased by the typology of the shareholateysosing the appointment.

Similarly, the circumstance that a director is esped by one or more minority
shareholders does not imply, per se, a judgement of independence of such director:
these characteristics must be verified in conaet®rding to the principles and
criteria outlined above.
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ARTICLE 4 +TREATMENT OF CORPORATE INFORMATION

Principles

4.P.1. Directors and members of the Board of Auslistrall keep confidential the docu-
ments and information acquired in the performari¢dbear duties and shall comply
with the procedure adopted by the issuer for therimal handling and disclosure to
third parties of such documents and information.

Criteria

4.C.1. The managing directors shall ensure theatdramdling of corporate information; to
this end they shall propose to the Board of Dimsdiee adoption of a procedure for
the internal handling and disclosure to third pardf documents and information
concerning the issuer, having special regardde pensitive information.

Comment

The issuers, in view of the importance of the dsate of information, both for
investors and for the regular formation of pricgse financial markets on which
they are listed, must pay special attention toithernal handling and the
disclosure to third parties of information concegrthem, especially if it is price
sensitive information.

The Committee recommends, also considering theevafla correct disclosure
of information to the market, that issuers shodlpainternal procedures for the
handling of such information in a safe confideritieh. Such procedure is also
aimed at preventing that its disclosure occurstdedéy (i.e. anticipated early
only to certain persons, such as shareholdersgjais or analysts) or in an unti-
mely, incomplete or inadequate manner. The manadjiregtors are required to

propose the adoption of such procedures to the@ofDirectors and to take

care of the handling of price-sensitive informatod its communication to the

public.
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ARTICLE 5 = INTERNAL COMMITTEES OF THE BOARD OF DIRECTORS

Principle

5.P.1.

Criteria

5.C.1.

The Board of Directors shall establish antemgembers one or more committees
with proposing and consultative functions accorttighat set out in the articles
below.

The establishment and functioning of comregteithin the Board of Directors shall
meet the following criteria:

a) committees shall be made up of at least thredberenHowever, in those is-
suers whose Board of Directors is made up of ne than five members, com-
mittees may be made up of two directors only, mtedj however, that they are
both independent;

b) the duties of individual committees are providgdhe resolution by which
they are established and may be supplemented ndadey a subsequent reso-
lution of the Board of Directors;

c) the functions that the Code attributes to difiemmittees may be distributed
in a different manner or demanded from a numbeoaimittees lower than the
envisaged one, provided that for their compositienrules are complied with
those indicated from time to time by the Code as@msured the achievement
of the underlying objectives;

d) minutes shall be drafted of the meetings of eacimittee;

e) inthe performance of their duties, the commgteave the right to access the ne-
cessary company's information and functions, a@ogotal the procedures esta-
blished by the Board of Directors, as well as & #vemselves of external advi-
sers. The issuer shall make available to the cteem@dequate financial resour-
ces for the performance of their duties, within lihets of the budget approved
by the board;

f) persons who are not members of the committeepasgycipate in the meetings
of each committee upon invitation of the same, wikerence to individual
items on the agenda;

g) the issuer shall provide adequate informatiotmeimeport on corporate gover-
nance, on the establishment and composition of dtiees, the contents of the
mandate entrusted to them and the activity actpaitformed during the fiscal
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year, specifying the number of meetings held amdelevant percentage of par-
ticipation of each member.

Comment
The Board of Directors shall perform its dutiesectively.

An organizational procedure that may increasefftogeacy and effectiveness of its
works is represented by the establishment amamgiitders of specific committees
having consultative and proposing functions; cotagstwhich, as it appears from the
best Italian and international practices, far fepiacing the board in the performance
of its duties, may usefully carry out a prelimimaly + which is represented by the
formulation of proposals, recommendations and @msnt for the purpose of ena-

bling the board to adopt its decisions with a bd&it®wledge of the facts.

Such role may be particularly effective in relatoothe handling of matters, which
appear to be delicate also because they are a sbpatential conflicts of interest.

For this reason, in the articles below the Codemenends the establishment of a
committee for the remuneration (Article 7) and aternal control committee
(Article 8), also defining their composition andnpetences; the Code, moreover,
recommends to evaluate the advisability to edtadlisomination committee
(Article 6).

This article contains general indications concgraihthree of the above-mentio-
ned committees and additional consultative comestté which the issuer should
deem it useful the establishment.

Such indications are inspired by the need of fléyjbwvhich takes into account the
features of each issuer, in relation, for exarigpthe size of its Board of Directors.

With regard, in particular, to the number of comteds, it is clarified that, in the pre-
sence of organizational requirements, the boardynoayp the functions assigned to
the committees provided by the Code in the manhat it deems more appropria-
te, in compliance with the rules relating to thenpmsitions of each committee.

Should this be the case, the board is requiredtam in its report on corporate
governance, the reasons that led it to chooséeanatlve approach and how this ap-
proach permits to achieve anyway the goals fixedeoZode for each committee.

The powers of individual committees, in partictlarse having for their object the
direct access to the necessary company's infonnaaiibdepartments for the per-
formance of their duties, are determined by thertboa the framework of the
mandate conferred on them.
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ARTICLE 6 + APPOINTMENT OF DIRECTORS

Principles

6.P.1.

6.P.2.

Criteria

6.C.1.

6.C.2.

The appointment of Directors shall occur atiog to a transparent procedure.
The procedure shall ensure, inter alia, timely aaleqginformation on the personal
and professional qualifications of the candidates.

The Board of Directors shall evaluate whetih@stablish among its members a
nomination committee made up, for the majority jridependent directors.

The lists of candidates to the office ofdoe accompanied by exhaustive infor-
mation on the personal traits and professionaifigaabns of the candidates with
an indication where appropriate of their eligipitib qualify as independent direc-
tors as defined in Article 3, shall be depositéldeatompany's registered office at
least fifteen (15) days before the date fixechtoshareholders© meeting. The lists,
complete of the information on the characterigifdhie candidates, shall be timely
published through the Internet site of the issuer.

Where established, the committee to propaselicates for appointment to the
position of director, may be vested with one or maf the following
functions:

a) to propose to the Board of Directors candidatéiset position of director in the
events provided by Article 2386, first paragraptheItalian Civil Code, as it
is necessary to replace an independent director;

b) to designate candidates to the position of inu#g® director to be submitted
to the shareholders' meeting of the issuer, takiegaccount any recommenda-
tion in this regard received from shareholders;

c) to express opinions to the Board of Directoranmgigg the size and composition
of the same as well as, possibly, with regarcetpritfessional skills whose pre-
sence within the board is considered appropriate.

Comment

The Committee recommends that for the appointmdrdicectors a procedure be
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followed, which should ensure transparency anthadsd composition of the board,
guaranteeing an adequate number of independestalise

To such purpose, issuers are required to evalusther it is useful to establish,
within the Board of Directors, a nomination comra#dt made up for the majority
of independent directors, vested with one or mdréhe functions listed in the
criteria. The Committee acknowledges that suchisalis historically born in systems
characterized by a high degree of fragmentatitrecfhareholding structure, for the
purpose of ensuring an adequate level of indepead¢rthe directors with respect
to the management. Above all, the Committee ackedgés that in the presence
of a large shareholder base it performs a furadtperticular importance in the iden-
tification of the candidates for the office of dice. In any event, the nomination
committee may perform a useful consultative roklaénidentification of the best
composition of the board, possibly indicating thefgssional figures whose presen-
ce may favour a correct and effective functioning.

Also slate voting, now mandatory for the appointne¢directors, may appear to be
useful for the purpose of ensuring a transpareninadion procedure and a balan-
ced composition of the board, which includes atsadequate number of indepen-
dent directors. In this regard, the Committee wssti@t the issuers should, in in-
cluding in their by-laws the provisions of lawte tmatter of election of board mem-
bers, ensure transparency in the selection anéhaippat process of directors.

The Committee believes that, while complying witietlaw with regard to the
voting procedure to be adopted for the appointn@rdirectors (secret voting), the
chairman of the shareholders' meeting may pointmthe shareholders attending
the meeting that they have the right to declarérthate for the purpose of making
the proceedings of shareholders' meeting moreptegrst and functional. It is,
moreover, desirable that qualified shareholderglfwhclude also controlling
shareholders and institutional investors) in sbllefs’ meetings convened for
electing Directors, declare their vote spontangousl

In any event, it is in the best interest of theeagaiity of shareholders to know the
personal traits and professional qualificationarafidates (as well as the offices
they hold) sufficiently in advance for them to bé&edo exercise their votes in an
informed manner, especially in the case of ingtitat investors, which are often
represented in shareholders© meetings by proxies.
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ARTICLE 7 + REMUNERATION OF DIRECTORS

Principles

7.P.1.

7.P.2.

7.P.3.

Criteria

7.C.1.

7.C.2.

7.C.3.

The remuneration of directors shall be estedul in a sufficient amount to attract,
maintain and motivate directors endowed with thef@ssional skills necessary for
managing the issuer successfully.

The remuneration of executive directors dbwbrticulated in such a way as to
align their interests with pursuing the priorityjediive of creating value for the
shareholders in a medium-long term timeframe.

The Board of Directors shall establish antemgembers a remuneration commit-
tee, made up of non- executive directors, the nigjaf which are independent.

A significant part of the remuneration of @xese directors and executives with
strategic responsibilities is linked to the econamsults achieved by the issuer
and/or the achievement of specific goals indicetedivance by the Board of Di-
rectors or, in the event of the above-mentionedcexiees, by the managing di-
rectors.

The remuneration of non-executive directdralisbe proportional to the engage-
ment requested from each of them, taking into asttheir possible participation
in one or more committees. Their remuneration shailbe + other than for an in-
significant portion * linked to the economic resalthieved by the issuer. Non-exe-
cutive directors shall not be beneficiaries okstption or equity based remunera-
tion plans, unless it is so decided by the shaletsbimeeting, which shall also give
the relevant reasons.

The remuneration committee shall:

+ formulate proposals to the board for the remuiweraif the managing directors
and other directors who cover particular officesnmoring the application of the
decisions adopted by the board;

periodically evaluate the criteria adopted forréreuneration of executives
with strategic responsibilities, control their egapion on the basis of the infor-
mation provided by the managing directors and sutmnihe Board of Direc-
tors general recommendations on the subject nthtszof.

I+
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7.C.4. No director shall participate in meetingshef remuneration committee in which
proposals are submitted to the Board of Directeging to his/her remuneration.

Comment

The Committee believes that an adequate structufitige overall remuneration
of managing directors represents one of the pahaiptruments for enabling the
alignment of the relevant interests with thoséefshareholders and that the use of
variable remuneration systems, linked to the sesnttluding stock options, make
it easier to motivate the entire top managementpaachote its loyalty.

The Board of Directors has the duty to decide, upoyposal of the remuneration
committee, whether to utilize such remuneratiomesys in an extensive manner and
to define the objectives of the managing direcfsssegards, in particular, the com-
pensation plans based on shares, in compliancéheidpplicable provisions of
law, the board has the task to define and submitqzals to the shareholders' mee-
ting, to which Italian regulation ascribes thenudtie decision.

The remuneration committee shall submit to the BadDirectors proposals on the
remuneration of managing directors, with regarthéoseveral forms of compensa-
tion granted to them.

The remuneration committee also has the duty tp@se to the board, on the ba-
sis of the indications provided by the managingctiirs, the adoption of general
remuneration criteria of the company's executivigs strategic responsibilities.

As far as the part of remuneration linked to treults is concerned, the relevant
proposals are accompanied by suggestions on thected objectives and the
evaluation criteria, for the purpose of correcligrang the remuneration of
managing directors and executives with strategponsibilities with the medium-
long term interests of the shareholders and wehothjectives established by the
Board of Directors for the issuer. Also the refeeeto the average market
remuneration of similar positions may be usefuhi® purpose of determining the
remuneration level, but this however, cannot leaweof consideration appropriate
parameters linked to the performance of the company

With reference, in particular, to stock-options artder equity based incentive
systems, the remuneration committee shall sulsm@ggommendations to the Board
of Directors with regard to their use and to alévant technical aspects linked to
their formulation and application. In particuldre remuneration committee shall
submit proposals to the Board in relation to tleentive system considered the most
appropriate (stock options, other equity basedsplamd shall monitor the evolu-
tion and application in the course of time of tHans approved by the sharehol-
ders' meeting upon proposal of the board.
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ARTICLE 8 = INTERNAL CONTROL SYSTEM

Principles

8.P.1.

8.P.2.

8.P.3.

8.P.4.

Criteria

8.C.1.

The internal control system is the set afs;ybrocedures and organizational struc-
tures aimed at making possible a sound and coraeetgement of the company con-
sistent with the established goals, through ademlgattification, measurement, ma-
nagement and monitoring of the main risks.

An effective internal control system contabuo safeguard the company's assets, the
efficiency and effectiveness of business tramsachie reliability of financial infor-
mation, the compliance with laws and regulations.

The Board of Directors shall evaluate thewatey of the internal control system
with respect to the characteristics of the company.

The Board of Directors shall ensure tha&vigduations and decisions relating to the
internal control system, the approval of the b&aheets and the half yearly re-
ports and the relationships between the issuethaneikternal auditor are suppor-
ted by an adequate preliminary activity. To suaippse the Board of Directors shall
establish an internal control committee, made uyppfexecutive directors, the ma-
jority of which are independent. If the issuecasitrolled by another listed com-
pany, the internal control committee shall be mgulexclusively of independent di-
rectors. At least one member of the committee rhase an adequate experience
in accounting and finance, to be evaluated b\Biberd of Directors at the time of
his/her appointment.

The Board of Directors, with the assistarida®internal control committee, shall:

a) define the guide-lines of the internal contrgtamy, so that the main risks con-
cerning the issuer and its subsidiaries are dypricantified, as well as adequa-
tely measured, managed and monitored, determimoggover, the criteria for
determining whether such risks are compatible witound correct manage-
ment of the company;

b) identify an executive director (usually, onehaf managing directors) for super-
vising the functionality of the internal controssym;
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c) evaluate, at least on an annual basis, the aglegtfactiveness and actual fun-
ctioning of the internal control system;

d) describe, in the report on corporate governatiee,essential elements of the
internal control system, expressing its evaluatiaime overall adequacy of the
same.

Moreover, the Board of Directors shall, upon pr@pas the executive director in
charge of supervising the functionality of therimaé control system and after con-
sulting with the internal control committee, appoint and revoke one or more per-
sons in charge of internal control and define le@uneration in line with the com-
pany's Policies.

8.C.2. The Board of Directors shall exercise itgtions relating to the internal control
system taking into due consideration the referemogels and the best practices
existing on the national and international fieRiticular attention shall be devo-
ted to the organization and management models edigpirsuant to legislative de-
cree no. 231 of 8th June 2001.

8.C.3. In addition to assisting the Board of Diregia the performance of their duties set
out in criterion 8.C.1, the internal control comnge shall:

a) evaluate together with the executive responiiblée preparation of the com-
pany's accounting documents and the auditors,dfrect utilization of the ac-
counting principles and, in the event of groupsjrtonsistency for the purpo-
se of the preparation of the consolidated baldmest;s

b) upon request of the executive director, express opinions on specific aspects rela-
ting to the identification of the principal risks the company as well as on the
design, implementation and management of the iateantrol system;

c) review the work plan prepared by the officersharge of internal control as
well as the periodic reports prepared by them;

d) evaluate the proposals submitted by the auditimgor obtaining the relevant
appointment, as well as the work plan preparethiaudit and the results de-
scribed in the report and the letter of suggestibasy;

e) supervise the validity of the accounting audit@ss;
f) perform any additional duties that are assignédyy the Board of Directors;

g) report to the board, at least on a half yeasdisban the occasion of the appro-
val of the balance sheet and the half yearly remothe activity carried out, as
well as on the adequacy of the internal contraésys

8.C.4. The chairman of the Board of Auditors or d@stauditor designated by the chair-
man of the board shall participate in the workgHerinternal control.
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8.C.5. The executive director responsible for supeny the functionality of the internal
control system, shall:

a) identify the main business risks, taking into account the characteristics of the ac-
tivities carried out by the issuer and its subsgdiaand submit them periodically
to the review of the Board of Directors;

b) implement the guidelines defined by the Boarioéctors, through the design,
implementation and management of the internal cbsyrstem, constantly mo-
nitoring its overall adequacy, effectiveness dioteaty; moreover, it shall adjust
such system to the dynamics of the operating dondiind the legislative and
regulatory framework;

c) propose to the Board of Directors the appointm@viocation and remuneration
of one or more persons in charge of internal céntro

8.C.6. Each person in charge of internal contrdl:sha

a) ensure that the internal control system is alagguate, fully operating and ef-
fective;

b) not be responsible for any operational divisamaisshall not report hierarchically
to any manager of operational divisions, inclutiiegadministration and finance
divisions;

c) have direct access to all useful informatiothéoperformance of his/her duties;

d) have the availability of adequate means ford@Henmance of the functions assi-
gned to him/her;

e) report about his/her activity to the internal t@h committee and the board of
auditors; moreover, they could be required to reptso to the executive direc-
tor responsible for the supervision of the funetibnof the internal control system.
In particular, he/she shall report about the praced according to which the
risk management is conducted, as well as abocbthgliance with the plans de-
fined for their reduction and express his/her eatadn of the internal control system
to achieve an acceptable overall risk profile.

8.C.7. The issuer shall establish an internal famdition. The person responsible for internal
control shall usually coincide with the personaesible for the internal audit function.

8.C.8. The internal audit functions may be entruséeda whole or by business segments,
to persons external to the issuer, provided, hoxyvthet they are endowed with ade-
guate professionalism and independence; thesegpearay also be responsible for
the internal control. The adoption of such orgatiweal choices, with a satisfac-
tory explanation of the relevant reasons, shalldméosed to the shareholders and
the market in the report on corporate governance.
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Comment

The Committee underlines the central position af Board of Directors in the
internal control: the board is responsible forateption of a system that is ade-
guate to the characteristics of the company.

The Committee recommends that the Board of Direztonrganizes itself in such a
manner as to be able to handle this issue withattaation and the necessary in-
depth study. In this regard, a crucial importascgested by a good organization of
the works, so that the matters connected to intexoatrol in general, and risk ma-
nagement, in particular, may be discussed durm@alard’'s meetings with the
support of adequate research and preparatory work.

The due diligence and preparatory activity is dffyiccarried out by the internal

control committee, made up of non-executive direstdhe majority of which are

independent (or exclusively independent, in thenetreat the issuer is controlled by
another listed company), to which consultative @ndposing functions are

attributed; the role of such committee remainsraggp&om the role attributed by the
law to the Board of Auditors, which performs maiatyex post control function.

The Committee is aware that, in addition to thdafi€nt functions performed, the
internal control committee carries out activities vbjective scope of which coin-
cides in part with the matters submitted to theesuigion of the Board of Audi-
tors. It deems, therefore, appropriate that therdo& Directors benefits from an
adequate preparatory support in these mattersanduch support may be profi-
tably provided by the internal control committee.duch context, the issuers are
recommended to coordinate the activity of this cattera with that of the Board
of Auditors. In the framework of such coordinatitime issuers may cause that cer-
tain functions provided by this article * in parde those set out in letters c), d)
and e) of criterion 8.C.3. * are carried out by Bward of Auditors, provided,
however, that this occurs according to adequateegires, which should enable the
Board of Directors to find in the works of the Bdaf Auditors, made timely avai-
lable to them, an exhaustive analysis of the mdtiening the object of its respon-
sibilities.

According to the introduction principle, the orgaational choices made in this re-
spect and the relevant reasons shall be disadadedshareholders and the market
in the report on corporate governance.

The prerogatives of the internal control committegout in the Code represent an
open list, to which other functions may be added.iiportant role may be attri-
buted to this committee in the preparation of measand systems aimed at ensu-
ring transparency and fairness to the transaetitingelated parties and in the ap-
proval of these transactions, as described irefdtloelow.
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ARTICLE 9 + DIRECTORS' INTERESTS AND TRANSACTIONS
WITH RELATED PARTIES.

Principles

9.P.1. The Board of Directors shall adopt measuresiat ensuring that the transactions
in which a director is bearer of an interest, asither behalf or on behalf of third
parties, and transactions carried out with reladeties, are performed in a transpa-
rent manner and meet criteria of substantial amcepural fairness.

Criteria

9.C.1. The Board of Directors shall, after consgltiith the internal control committee,
establish approval and implementation procedurdésddransactions carried out
by the issuer, or its subsidiaries, with relatetepalt shall define, in particular, the
specific transactions (or shall determine theierfta identifying those transactions),
which must be approved after consulting with thenmal control committee and/or
with the assistance of independent experts.

9.C.2. The Board of Directors shall adopt operatofytions suitable to facilitate the
identification and an adequate handling of thésatgins in which a director is bea-
rer of an interest on his/her behalf or on behathad parties.

Comment

The new provisions contained in the Italian Civibde regarding directors' inte-
rests and transactions with related parties @@391 and 2391-second) dictate a
precise set of rules governing the matter, foroa gart adopting the basic princi-
ples introduced by the previous version of the Goate Governance Code. The-
refore, the definition of best practice simplyitiés certain aspects relating to the
procedures for handling said transactions.

First of all, the Committee wishes that adequate practices are adopted by the Board

of Directors, aimed at pursuing the objective, rexpressly provided by the law,
of substantial and procedural fairness in theatrtamss with related parties.

The Committee recommends, in this respect, thaBbard of Directors shall avail

itself of the support of the internal control corttee in defining the approval and exe-
cution procedures of the above-mentioned transactithe practice has identified, on
this issue, several criteria, which may be adagtedcumulatively, for ensuring a sub-
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stantial procedural fairness of such transadtictés regard, the following criteria
are mentioned, by way of example: reserving t@tmepetence of the board the ap-
proval of the most important transactions, the isiorw of a prior opinion of the in-
ternal control committee, entrusting negotiatiamsre or more independent direc-
tors (or directors having no ties with the relagady), the recourse to independent ex-
perts (possibly selected by independent direckbesoncrete implementation of the
above or similar measures cannot be left to theeggllation power of the board +
even though in compliance with the general priresphdicated by Consob pursuant
to Article 2391-bis of the Italian Civil Code + dequling on the type and relevance,
from an economic and/or strategic standpointfi@fransactions as well as the natu-
re and extent of the existing relations with tharder-parties.

As far as the transactions in which a directoahasterest, either directly or on
behalf of third parties, are concerned, the Congmitecommends that the Board

of Directors looks for solutions that adapt thedrfeetransparency and fairness stres-
sed by the provisions of law with the advisabilftgvoiding an increase in the ac-

tivity of the Board of Directors with excessivelydensome fulfiiments. This re-

fers in particular to those events where the director of the issuer is a representative
of the company exercising the management and doadttivity, taking into ac-

count that in such a circumstance Articles 2497d@lwaving of the Italian Civil Co-

de provide for incisive measures for the proteaticshareholders.

In general, in the events in which the directoa isearer of an interest since he/she

is member of the board of directors of a companketi to the issuer by a control

(or common control) relationship, it seems readerthht any obligations to provi-

de information and/or reasons relating to the @atiens included in the normal
activity of the group, should be performed in a general synthetic manner also on a
preventive basis, save for the need to providdesupptal information with regard

to transactions of particular importance.

With regard to the handling of the transactionsegoed by Article 2391 of the Ita-
lian Civil Code, it is pointed out that in practi@es not seldom that the director
concerned * even though there is no obligation jlexy by the law in this regard
* is asked to abstain from voting or to leave tketmg at the time of the discus-
sion and resolution. This solution may contribtate@voiding or reducing the risk
of an alteration of the correct formation of thel\wy the board of directors. How-
ever, there are also events in which such risktisignificant and, conversely,
the participation in the discussion and vote bydinector on an issue would be
appropriate, since there are elements of assungbtieaponsibility with regard to
the transactions that the director concerned miglow better than the other
members of the board. In the light of the above, phactice that contemplates the
obligation to abstain from voting could also attigto the board, in consideration
of the specific circumstances of the case, thergovadéspose otherwise and in this
way permit the participation in the discussion aoig by the director concerned.

.........



ArTICLE 10 + MEMBERS OF THE BOARD OF AUDITORS

Principles

10.P.1. The appointment of auditors shall occurraleg to a transparent procedure. It shall
ensure, inter alia, timely adequate informatiorttepersonal and professional
characteristics of the candidates.

10.P.2. The auditors shall act with autonomy an@jpathdence also vis-"-vis the share-
holders, which elected them.

10.P.3. The issuer shall adopt suitable measuesite an effective performance of the du-
ties typical of the board of auditors.

Criteria

10.C.1. The lists of candidates to the positioruditar, accompanied by detailed information
on the personal traits and professional quatifisatif the candidates, shall be deposit-
ed at the company's registered office at leasrfiftL5) days before the date fixed for
the shareholders© meeting. The lists complet iofdhmation on the characteristics
of the candidates shall be timely published thrthugimternet site of the issuer.

10.C.2. The auditors shall be chosen among peoptenady be qualified as independent
also on the basis of the criteria provided byG@loide with reference to the direc-
tors. The Board of Auditors shall check the compkawvith said criteria after the ap-
pointment and subsequently on an annual basisdinglthe result of such verifi-
cation in the report on corporate governance.

10.C.3. The auditors shall accept the appointmernathey believe that they can devote
the necessary time to the diligent performancheaf tuties.

10.C.4. An auditor who has an interest, either tliyesr on behalf of third parties, in a certain
transaction of the issuer, shall timely and extalyshform the other auditors and the
chairman of the board about the nature, the teonigin and extent of his/her interest.

10.C.5. The board of auditors shall monitor the peledence of the auditing firm, veri-
fying both the compliance with the provisions af End regulation governing the
subject matter thereof, and the nature and extéseovices other than the ac-
counting control provided to the issuer and itsssdibries by the same auditing
firm and the entities belonging to the network bétsame.
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10.C.6. In the framework of their activities, thedd@ars may demand from the internal au-
dit function to make assessments on specific ogeeatas or transactions of the
company.

10.C.7. The board of auditors and the internal colntommittee shall timely exchange
material information for the performance of thespective duties.

Comment

As provided in Article 6 for the appointment of edtors, the Committee
recommends that the members of the board of awdisbiould similarly be
elected by means of a transparent procedure andhiaaeholders should
receive the information they need to exercise thietmg rights in an informed
manner.

Also in the event of shareholders' meetings foati@ointment of auditors the
same observations as set out in the comment teA&ion the appointment of di-
rectors apply, in particular regarding the needrimrsparency of the votes ex-
pressed by qualified shareholders, also in thenpeesf a voting system by secret
ballot, if it is considered applicable to the nratteder review. Therefore, refer-
ence is made to such observations.

The Committee believes that in a correct syste@arporate Governance the in-
terests of the generality of shareholders mib& pilt on the same footing and equal-
ly protected and safeguarded.

The Committee is convinced that the interests efrtiajority and those of the mi-
nority shall be both be taken into consideratiomhi@ election of the governing
bodies; subsequently, the governing bodies, arwkladso the members of the board
of auditors, must work exclusively in the intereisthe company and to create
value for the generality of shareholders.

Accordingly, the members of the board of auditoappsed or elected by the
majority or the minority are not their @represenvas® on the board and even
less are they authorised to communicate informatidhird parties, especially
the shareholders who elected them. They shall @swply with the same

transparency procedure provided for the directoithe event of transactions
in which they are bearers of an interest on theinadf or on behalf of third

parties.

Finally, the Committee recommends a regular exanhahgformation between the
board of auditors and the bodies and functionschvperform within the issuer
material duties in the subject matter of interoatiols.
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ARTICLE 11 + RELATIONS WITH THE SHAREHOLDERS

Principles

11.P.1. The Board of Directors shall take initistimened at promoting the broadest parti-
cipation possible of the shareholders in the sbigiexis’ meetings and making ea-
sier the exercise of the shareholders' rights.

11.P.2. The Board of Directors shall endeavour teelbp a continuing dialogue with the
shareholders based on the understanding of thgiraeal roles.

Criteria

11.C.1 The Board of Directors shall use its bestteffor ensuring that access to the
information concerning the issuer that is matéoiaits shareholders is timely and
easy to access, so as to allow the shareholdefsrared exercise of their rights.
To such purpose, the issuer shall establish eispection on its internet site that
may be easily identified and accessed, in whichltbee-mentioned information
is available, with particular reference to the pdaces provided for the
participation and the exercise of the voting righthe shareholders’ meetings, as
well as the documentation relating to items on digenda of the shareholders'
meetings, including the lists of candidates foptwtions of director and auditor
with an indication of the relevant personal traitd professional qualifications.

11.C.2. The Board of Directors shall ensure tharaqm is identified as responsible for hand-
ling the relationships with the shareholders aalll syaluate from time to time whe-
ther it would be advisable to establish a bustressure responsible for such function.

11.C.3. The Board of Directors shall use its béstteffor reducing the restrictions and ful-
filments, which make it difficult and burdensometh® shareholders to participate
in the shareholders' meeting and exercise thamgoight.

11.C.4. All the directors usually participate inshareholders' meetings. The shareholders'
meetings are also an opportunity for disclosirntpecshareholders information
concerning the issuer, in compliance with the rgt®gerning price-sensitive infor-
mation. In particular, the Board of Directors sheflort to the shareholders' mee-
ting with regard to the performed and planned &gtiand shall use its best efforts
for ensuring that the shareholders receive ademfi@atsation about the necessary
elements for them to take in an informed mannerdiba@sions that are the compe-
tence of the shareholders' meeting.
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11.C5.

11.C.6.

The Board of Directors shall propose toapproval of the shareholders' meeting
rules laying down the procedures to be followedriter to permit an orderly and
effective conduct of the ordinary and extraordirgrgireholders© meetings of the
issuer, without prejudice, however, to the righteafch shareholder to express his
or her opinion on the matters under discussion.

In the event of a significant change inrttaeket capitalization of the company, the
composition and/or the number of the sharehold#érs,Board of Directors shall
assess whether proposals should be submittedcstratiedolders© meeting to amend
the by laws as regards the minimum percentagereeidfor exercising actions and
rights provided for as a protection of minorityeirgsts.

Comment

The Committee believes that it is in the best ieses of the issuers to establish a con-
tinuing dialogue with the generality of the shaitdbcs, and in particular, with in-
stitutional investors, in compliance with rules pratedures governing the disclo-
sure of price-sensitive information.

In such context, the shareholders' meeting renaamsportant opportunity of con-
frontation between shareholders and directors.

Accordingly, the Committee recommends that, in ckiog the place, date and
time for shareholders© meetings, directors sheatdromind the objective of
making it as easy as possible for shareholdé&esid &urther, since such meetings
are an occasion for dialogue between shareholdérgir@ctors, the Committee
wishes the director be present, especially those iwltonsideration of the duties
with which they are entrusted in the Board of Dia¥s and/or the committees of
the board, can make a useful contribution to tleewlsion in the meeting.

The information to the shareholders’ meeting abtlid most significant
transactions shall be sufficiently analyticak s enable the understanding of the
benefits deriving to the issuer from the transastion particular with regard to
transactions with related parties and those postillenced by the person who
exercises management and coordination activithemssuer.

The Committee also recommends that issuers ebtables for shareholders©
meetings laying down the procedures to be followearder to permit an
orderly and effective conduct of business, withrejudice, however, to the
right of each shareholder to express his or heri@pion the matters under
discussion.

The matters covered in the rules can include, iakie; the maximum duration of
individual interventions, their order, the votingopedures, the interventions by
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directors and members of the board of auditorsyadisas the powers of the
chairman, also with regard to settling or preventionflicts in meetings.

With reference to the legal provisions protectihg tights of minorities that
require minimum percentages to be fixed for ther@ge of voting rights and the
prerogatives of minorities, the Committee recomneetitht directors should
regularly assess the desirability of adaptingprcentages in line with the
evolution of the company's size and shareholdgctste.

The Committee believes that it is not its respahsilio take into consideration
the behaviours of institutional investors. The Cattea, however, is of the opinion
that the acknowledgement by them of the importaoicéne corporate governance
rules contained in this Code may represent a isigmifelement for the purpose of
a more convinced widespread application of theplies of the Code by the issuers.
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ARTICLE 12 £+ TWO TIER AND ONE TIER MANAGEMENT

AND CONTROL SYSTEMS

Principles

12.P.1.

12.P.2.

12.P.3.

Criteria

12.C.1.

In the event of adoption of a two tier oreotier management and control system,
the above articles shall apply insofar as comgpaaithapting individual provi-
sions to the particular system adopted, consigteitti the objectives of good
corporate governance, transparency of informatidrpeotection of investors and
the markets pursued by the Code and in the lighhefcriteria provided by this
article.

In the event that a new management and alosystem is proposed, the directors
shall inform the shareholders and the market veigfard to the reasons for such
proposal, as well as on how it is envisaged thatdae will be applied to the new
management and control system.

In the first report on corporate governapgklished after the modification of the
management and control system, the issuer shalilbaeis detail how the Code
has been applied to such system. Such informdtedhbe published also in the
subsequent reports, indicating any amendment® tprtdtedure followed in appl-
ying the Code to the selected management and dsystem.

In the event of adoption of the two tier nag@ment and control system, the Code
shall be applied according to the following crateri

a) except as provided in paragraph (b) below, tlutegrof the Code that make re-
ference to the Board of Directors and the Boardwditors, or their members,
are applied, in principle, to the Management Baard Supervisory Board, or
their members respectively;

b) due to the specific options of the by-laws adhptethe configuration of the ma-
nagement and supervisory bodies also in conswtesthe number of members
and the powers and duties attributed to them, drttie@specific circumstances
existing, the issuer may apply the provisions coimgethe Board of Directors or
directors to the Supervisory Board or its members;

c) the provisions relating to the appointment oécliors provided by Article 6 of
this Code shall apply, insofar as compatible g@pipointment of the members
of the Supervisory Board and/or the members ofMlamagement Board.
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12.C.2. In the event of adoption of the one tier mgament and control system, the Code
shall be applied according to the following crateri

a) the articles of the Code that make referenckadbard of Directors and to the
board of auditors, or their members shall be ahpheprinciple, to the Board of
Directors and to the Management Control Committeetheir members re-
spectively;

b) if the issuer deems it appropriate and provideguate reasons therefore, the
duties attributed to the internal control committ®eArticle 8 of this Code may
be reported to the Management Control Committeevided by Article 2409-
octiesdecies of the Italian Civil Code.

Comment

The two tier and one tier management and contrstesys, alternative to the tradi-

tional one based on a Board of Directors and bokadiditors, have been recently
introduced and have had till now a very limitedizdtion by the issuers. Therefo-

re, it is not possible to identify, with specigtarence to the Italian system and ex-
periences, a consistent significant applicaticiqggan which a best practice code
must be based in order to indicate specific prliesignd criteria.

Moreover, it must be kept in mind that the alteimatsystems provide for signi-
ficant margins of freedom, which allow the statysartonomy to adjust their cha-

racteristics to the specific corporate governaregls of the issuer, with the
consequence that the same model applied in ditfer@ys may show, in practi-

ce, mixed features, which may cause the provisigeneral abstract rules to
become ineffective.

Due to the above reasons, a considerable degiftexiiility must be granted
to the issuers, flexibility that they may use zvpted that there is full
transparency in the choices made = for the purpbeeeeting, in the event of
adoption of the one tier or two tier system, théstantial goals underlying this
Code, which appear from the reading of the provisicegarding the traditional
model of corporate governance.

The Committee believes that the acceptance of th@eGnay require the applica-
tion of the principle, followed also by the ledgmtaaccording to which the recom-
mendations that make reference to the directaifsairaditional model shall apply
to the members of the Management Board (in the twomodel) and Board of
Directors (in the one tier model), and those whichke reference to the auditors
shall apply to the members of the Supervisory Baatte two tier model) and of
the Management Control Committee (in the one tieoahel).
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With specific reference to the two tier model, hoigg in the opinion of the
Committee, also taking into account the main faneagperiences, it is likely = and
in principle preferable + that the Management Bam&s not take up a excessive
size, but should rather be a body made up of addnmumber of executive
directors, or directors who are actively involvedhe management activity. As a
consequence highly strategic duties should bbuétd to the Supervisory Board,
with the power to adopt resolutions upon stratégaasactions and industrial and
financial plans of the issuer. Should the configuraf the management and
control system follows such criterion, in compleandth the provisions of the law,
it may be appropriate to apply the recommendatibtisis Code, in particular with
regard to the composition of the management bodl ammittees, not to the
Management Board, but = insofar as compatible theedSupervisory Board, as
suggested by criterion 12.C.1, letter b). It isnpad out that, should this be the
case, in consideration of the composition and eatfirthe control board, such
body may also establish that the functions asdigrleed committees provided by
the Code are performed by the Supervisory Boaaddwle, provided that the size
of the body allows for an efficient performancéhete functions and that adequate
information is supplied in this regard.

With specific regard to the event that the one tiexdel is adopted, the Committee
believes that the functions of the internal conthmittee may be performed by
the Management Control Committee. The solution tated satisfies the need to
avoid the joint presence, within the Board of Dimes, of two committees with
duties that are, even though not identical, obvipwsanilar, a solution that is
considered poorly functional and a possible satdiicefficiency. However, for the
purpose of avoiding that such solution may nedwgtaféect the effectiveness of the
control functions, the hope is expressed thatlbbé&e to adopt the one tier model,
and to accumulate the functions of the control bpdyided by the legislator and
the committee provided by this Code, are alwaypaued by adequate reasons on
the part of the issuer. Moreover, appropriate nreasshould be implemented
(starting from the very same qualitative and qtetive composition of the
Committee) for ensuring that the control body magrfprm its functions
effectively and independently.
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