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REPORT ON CORPORATE GOVERNANCE

This report illustrates, on the basis of the guidelines issued by Borsa Italiana, the
Corporate Governance system of Isagro S.p.A. in line with the rules contained in the
Code of Conduct for Listed Companies prepared by Borsa Italiana S.p.A. (the “Code of
Conduct”), which the Company complies with and shall assimilate to starting from the
admission to listing of the Company’s shares on the Mercato Telematico Azionario in
order to identify:

1. COMPOSITION AND ROLE OF THE BOARD OF DIRECTORS

Composition
The by-laws of the Company approved by the shareholders’ meeting held on 8 July 2002
(the “By-laws”), provide that the Board of Directors is composed of a minimum of five
and a maximum of fifteen members.

The actual composition of the Company’s Board of Directors is illustrated by the
following table.

Name Role

Giorgio Basile Executive Director

Maurizio Basile Director

Ambrogio Caccia Dominioni Independent Director

Albino Cima Director

Marco Galateri di Genola e Suniglia Independent Director

Matthias Haug Director

Mauro Bontempelli Director

Paolo Piccardi Director

Carlo Porcari

Tommaso Quattrin

Director

Independent Director

Giuseppe Rapisarda Executive Director

Renato Ugo Director

Lucio Zuccarello Executive Director 

The current Board of Directors of the Company shall terminate with the approval of the
balance sheet as at 31 December 2004.

The presence of a large number of non-executive Directors within the administrative
body of the Company is predetermined to amply protect the “good governance” of the
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company, realised through discussion between the Directors.

Moreover, three non-executive Directors of the Company are qualified as “independent”
pursuant to art. 3 of the Code of Conduct, since they do not engage, directly or indirectly
or for account of third parties, nor have recently engaged with the Company, its
subsidiaries, the executive Directors or the controlling Shareholder of the Company in
relevant economic relations such as to condition the autonomy of judgement. Moreover
they do not hold, directly, indirectly or for third parties, of shareholdings in the Company
allowing them to neither exercise control or notable influence on the Company, nor
participate in shareholders’ agreements aimed at controlling the same. Finally, they are
not close relatives of the Company’s executive Directors, nor third parties belonging to
the aforesaid categories.

The contribution of the independent Directors shall permit, inter alia, the Board of
Directors to deal with delicate issues and potential conflicts of interest with sufficient
independence.

FUNCTIONS

According to art. 21 of the By-laws, the Board of Directors is granted with ample powers
for the ordinary and extraordinary management of the Company. 

In particular the Board of Directors: 

 (i) examine and approve the company’s strategies, the industrial and financial
plans and the corporate structure of the group which it heads;

 (ii) assign and repeal responsibilities to the executive directors and the
executive committee, at least quarterly, defining the limits, methods and
recurrence with which the delegated boards must refer to
recommendations regarding the activity done in the financial year of the
responsibilities conferred to them;

 (iii) determine, examining the proposals of the special committees and aided
by the board of auditors, the remuneration of the executive directors and
those with particular undertakings, as well as, if not already provided at
the meeting, the subdivision of the total compensation due to the single
members of the board and the executive committee;

 (iv) supervise the general course of management, with particular attention to
situations of conflict of interests, keeping in particular consideration the
information received from the executive committee (where constituted),
by the executive directors from the internal control committee, as well as
comparing, periodically, the results attained with those programmes;

 (v) examine and approve transactions having a significant economic,
patrimonial and financial importance with particular reference to
transactions with related parties;



Isagro S.p.A. - Report on corporate governance                                                                                          Page 3 of  8

 (vi) verify the sufficiency of the general organisational and administrative
arrangement of the company and of the group prepared by the executive
directors;

 (vii) refer to the shareholders in the meeting.

Moreover, ample responsibilities have been attributed to the executive Directors. In
particular, the Board of Directors granted the Company’s President, Mr. Giorgio Basile,
all the powers necessary for the ordinary management of the Company including:

•  to purchase or sell goods, registered movable goods, equipment and other similar
items, as well as to render or receive supplies of services that are related to the
commercial activity of the Company;

•  to sell or purchase in any form real assets, holdings and intangible goods and any
good whose value is not greater than 20% of the Company’s net worth;

•  to withdraw from banking institutes, without limit, even if overdrawn, all within the
limits of the credits granted, through cheques, payment warranties, credit transfers
also in favour of third parties; 

•  to request the release of  guarantees (fidjussione)  to banking institutes on behalf and
for account of the Company for a value greater than Euro 4,000,000 for each
transaction;

•  to request and use ordinary and “umbrella” lines of credit from credit institutes
and/or financial companies up to a maximum amount for every single banking
institute of Euro 20,000,000;

•  to confer every power for the request and use of lines of credit factoring up to a
maximum amount of Euro 40,000,000 with every single credit institute and/or
factoring company;

•  to confer every power to assume, concede, amend and settle credit lines in any form
with connected and/or controlled companies of the Company, as well as release
guarantees (fidjussione) and patronage letters in favour of connected and controlled
companies of the Company, all pursuant to that disposed by art. 2359 of the Italian
Civil Code.

The Board of Directors has granted the Vice President of the Company, Mr. Lucio
Zuccarello, inter alia, the following powers:

•  to enter into, amend and resolve with free and separate signature, with all the
necessary clauses, including arbitration clauses, supply of service agreements,
including work supply and insurance agreements, restricted  to acts that involve
commitments of single amounts, however not divisible, not greater than Euro
500,000;

•  request the release of guarantees (fidjussione)  to credit institutes on behalf and for the
account of the Company for a maximum value equal to Euro 3,500,000 for each
transaction;
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•  request and use ordinary and “umbrella” lines of credit from credit institutes and/or
financial companies up to a maximum amount for every single banking institute of
Euro 20,000,000;

•  to withdraw at banking institutes, without limit, even if overdrawn, all within the
credit transfers of the credits granted through cheques, payment warranties, and
credit transfers also in favour of third parties;

•  to confer every power for the request and use of lines of credit factoring up to a
maximum amount of Euro 40,000,000 with every single credit institute and/or
factoring company;

•  to confer every power to assume, concede, amend and settle credit lines in any form
with connected and/or controlled companies by the Company, as well as release
guarantees (fidjussione) and patronage letters in favour of connected and controlled
companies by the Company, all pursuant to art. 2359 of the Italian Civil Code.

The Executive Directors generally inform the Board on transactions carried out during
their meetings.

ACTIVITY

The By-laws establish that the Board is convened every time that the Chairman holds it
opportune, or when requested by at least one of the members of the Board of Directors,
by the Board of Auditors or by at least two Effective Auditors. It is determined by the
President to assemble the Company’s Board of Directors at least quarterly, so as to
guarantee an effective and efficient development of management functions. In order to
supply in a timely manner the Directors with the documentation and the information
necessary so that the Board of Directors can express itself with knowledge on the
material submitted to their examination and approval, the By-laws arrange for at least five
days between the date of convocation and the date established for the meeting.
Nevertheless, in an emergency, it is provided that the Board of Directors can be
convened also two days before that of the meeting.

It is moreover provided that the Directors refer, at least quarterly, to the Board of
Auditors on the activity carried out and on the transactions of economic, financial and
patrimonial relevance carried out by the Company or its subsidiaries. 

In conformity to that established by art. 4.2 of the Code of Conduct, the President,
except for absence or impediment, coordinates the activity of the Board of Directors and
directs the development of the relative meetings; moreover, the Board of Directors, in
the management reports, supplies appropriate information about the competency and
responsibility due to the President and the Executive Directors.  

Finally, the By-laws provide the possibility for the Board of Directors of the Company to
establish committees exclusively of a consulting and/or  planning nature pursuant to
current regulations relating to companies listed on regulated markets. 

2. NOMINATION AND REMUNERATION OF THE DIRECTORS

Nomination
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The By-laws provide that the nomination proposals for Directors, accompanied by the
curriculum vitae of the candidates, are deposited at the registered office at least ten days
before the date provided for the Meeting convened to provide the nomination of the
Board of Directors. In this way, all the shareholders shall be able to exercise their right to
vote in a knowledgeable manner at the Meeting.

On 19 July 2002 the Company’s Board of Directors instituted a “Committee of Director
Nomination Proposals”, composed of the following Directors: Ambrogio Caccia
Dominioni, Marco Galateri di Genola e Suniglia and Carlo Porcari. 

REMUNERATION

On 19 July 2002 the Board of Directors of the Company instituted a “Remuneration
Committee” composed of the following Directors: Ambrogio Caccia Dominioni, Marco
Galateri di Genola e Suniglia and Carlo Porcari.

The Remuneration Committee formulates for the Company’s Board of Directors, in the
absence of interested rights, proposals for the remuneration of the Delegated Directors
and of those that cover particular duties, as well as in respect of the remuneration levels
established by the Delegated Directors, to propose the remuneration criteria of the
Company’s upper level management.

The establishment of such committee guarantees ample information and transparency on
the compensations due to the Directors, as well as on the determination methods of such
compensations. Nevertheless it remains understood that, in conformity with art. 2389,
second section, of the Italian Civil Code, the Remuneration Committee shall only be able
to submit proposals, while the power to determine the remuneration of the Directors
assigned particular duties shall remain the responsibility of the Board of Directors.

It is noted that in the meeting of 25 March 2003, the Company’s Board of Directors
approved the Committee’s proposal for the remuneration relating to the salaries of the
executive Directors and the other employees of the Company and Group companies for
2003. 

In reference to the compensation of the executive Directors of the Company and its
subsidiaries, the remuneration system provides, that for 2003, other than a fixed quorum
(in line with inflation levels), also a variable quorum bound to the Group’s income
performance according to the methods indicated below. 

Two objective levels are established respectively at 120% and 100% of the EBITDA
value of the annual budget. Each level is associated with an absolute value bonus that
corrisponds to a median percentage of the fixed income. 

As an example, the system provided for 2003 is reported below:

 First level: 25% bonus of the compensation amount collected by each of the
aforesaid directors of the Isagro Group at the achievement of an EBITDA equal to
120% of the budget or, in failure to achieve such;
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 Second level: 10% bonus of the compensation amount collected by each of the
aforesaid directors of the Isagro Group at the achievement of an EBITDA equal to
100% of the budget.

For intermediate EBITDA values between the first and second level, the first shall be
calculated per linear interpolation between the respective values; such bonuses shall be
distributed within the end of the first month immediately following the one approving
the consolidated balance sheet.

With reference to the compensation of other upper-level employees of the Company and
its subsidiaries, the variable remuneration system provides, for 2003, in addition to the
salaries collected for works carried out, a variable compensation by calculations according
to the method indicated below. 

The three objective levels are established respectively at 120%, 100% and 90% of the
EBITDA value of the annual budget. Each level is associated with an absolute value
bonus that corrisponds, in median, to a percentage of the established remuneration.

•  First level: Euro 32,500 bonus upon achieving an EBITDA equal to 120% of the
budget or, in failure to reach that;

•  Second Level: Euro 22,500 bonus upon achieving an EBITDA equal to 100% of the
budget or, in failure to reach that;

•  Third Level: Euro 12,500 bonus upon achieving an EBITDA equal to 90% of the
budget.

For intermediate EBITDA values between the first and second level and between the
second and third level, the bonus shall be calculated by linear interpolation between their
respective values; such bonuses shall be distributed within the end of the first month
immediately following that approving the consolidated balance sheet.

For the following years, the Committee shall be responsible for establishing the
remuneration, on the basis of the mechanisms, parameters and described incentive levels
indicated above.

3. INTERNAL CONTROL SYSTEM

For the purpose of internal control on 19 July 2002, the Company’s Board of Directors
conferred mandate severally to the President and the Vice President for the arrangement
of internal procedures, either operative or administrative, that assures the functionality
and adequacy of the internal control system. The internal control system is the series of
procedures directed at monitoring the efficiency of company transactions, reliability of
financial information, respect of laws and regulations and protection of company assets.
The responsibility of the internal control system is delegated to the Board of Directors
that established policy lines and periodically verifies the appropriate and effective
operation, assuring that the principal company risks are identified and managed in an



Isagro S.p.A. - Report on corporate governance                                                                                          Page 7 of  8

appropriate way. The executive Directors arrange to identify the principal company risks,
submitting them to the examination of the Board of Directors. And carry out the policies
of the Board through the planning, managing and monitoring of the internal system of
control.

In the same meeting, the Company’s Board of Directors instituted an “Internal Control
Committee” and nominated three Directors, Ambrogio Caccia Dominioni, Marco
Galateri di Genola e Suniglia and Renato Ugo, as members of such committee. The
Committee is participated in by either the President of the Board of Auditors or another
auditor designated by the President of the Board of Auditors. The “Internal Control
Committee” has been given the consulting and prospective functions indicated in art. 10
of the Code of Conduct.

On 27 June 2003, moreover, the Company’s Board of Directors, in accordance with that
deliberated in the course of the Board of Directors held on 19 July 2002, appointed Mr.
Francesco Sasso as internal controller.

4. TREATMENT OF CONFIDENTIAL INFORMATION

In conformity with that established by art. 2.6.3 of the Regulation of the markets
organized and managed by Borsa Italiana S.p.A., it is moreover noted that the Company,
as resolved during the Board of Directors', held on 13 October 2003, established a Code
of conduct on internal dealing in order to regulate the informative obligations and the
eventual limitations relating to transactions on financial instruments carried out by
people that, because of covered duties, have access to important information (the
“Relevant People”), whose diffusion to the public, in virtue of their relevancy, might
have repercussions on the standard formation of prices on the regulated markets on
which the Company’s shares are traded (price sensitive information as defined by art.
114, section 1 of Legislative Decree no. 58 of 24/02/1998 and subsequent amendments). 

Such Code of Conduct shall be adopted starting from the admission to the listing of the
Company shares on the Mercato Telematico Azionario to identify:

1. the Relevant People who must receive notification obligations regulated
by the Code of Conduct;

2. the transactions that must be notified to the Company by the Relevant
People;

3. the informative and conduct obligations that the Relevant People are held
to respect;

4. the subject proposed to the reception and management of the
information;

5. the time period, content and methods of transmission to the Company of
the information by the Relevant People;
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6. the limits to the completion by the Relevant Person of determined
purchase and sale transactions in determined periods during the year.

5. RELATIONS WITH SHAREHOLDERS

On 19 July 2002, the Company’s Board of Directors nominated Mr. Ruggero Gambini as
“Person Responsible for Relations with Institutional Investors and other Shareholders”.

Such Person, in respect of the procedure on the communication of documents and
information regarding the Company, shall be responsible for relations between the
institutional investors and other shareholders. The possibility of notifying relevant facts
before notifying the market is excluded.

6. MEETINGS

In conformity with that provided in art. 13 of the By-laws, on 8 July 2002, the
shareholders’ meeting adopted regulations for the orderly progress of the ordinary and
extraordinary shareholders’ meetings of the Company, guaranteeing each shareholder’s
right to have a say in discussions. The By-laws provide that the regulatory meeting is
approved and, where necessary, amended by the ordinary shareholders’ meeting.

7. AUDITORS

The Company’s By-laws provides a procedure for nominating Auditors based on the
presentation of nominative lists by the shareholders. The lists, that can be presented by
shareholders representing, alone or together with others, at least 5% of the Company’s
capital represented by shares with a voting right, must be deposited at the registered
office at least ten days before the date provided for the Meeting convened to present the
nomination of the Board of Auditors. Moreover, the lists must be accompanied by the
curriculum vitae of the candidates providing extensive information on their personal and
professional background .

In accordance with art. 14.2 of the Code of Conduct, the Auditors act with autonomy
and independence and, therefore, are not “representatives” of the majority or minority
that indicated or elected them.

In conformity with that established in art. 14.3 of the Code of Conduct, the Auditors
must maintain the highest confidentiality in relation to the documents and information
acquired in the course of their job and respect the adopted procedure for the external
communication of documents and notifications regarding the Company.


