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CEMEX AT A GLANCE

* Presence in more than 50 countries across the Americas,
Europe, Africa, the Middle East, and Asia

e One of the global leading producers of cement, ready-mix

concrete, and aggregates

e More than 50,000 employees worldwide

e Annual sales of more than US$18 billion

ABOUT US

CEMEX is a growing global building-solutions
company that provides products of consistently
high quality and reliable service to customers
and communities across four continents. We
advance the well-being of those we serve
through our relentless focus on continuous
improvement and our efforts to promote a
sustainable future.

Our products are among the most essential
building blocks of modern society. Around

the globe, our cement, ready-mix concrete,

and aggregates help to develop infrastructure

Cover Picture: CEMEX in Croatia

and connect communities. As more
people improve their quality of life by
building and improving homes, schooals,
hospitals, businesses, roads, and bridges,
the demand for our products increases.

Our operations create employment and
economic prosperity in surrounding com-
munities. Founded in Mexico in 1906, we
now operate in more than 50 countries
and maintain trade relationships with more
than 100 nations.

We believe our company makes a real contribu-
tion to sustainable development. We continue to
seek ways to reduce the environmental impact of
our operations and products. We are committed to
good governance of our business, providing safe,
healthy, and fair workplaces for our employees,
and bringing about positive change in our society.

Our values guide our every day actions and
uphold our commitment to society. They are:

e Collaboration: to work with others in a
collective pursuit of excellence

e |ntegrity: to act with honesty, responsibility,
and respect at all times

e | eadership: to envision the future and
focus our efforts on service, excellence,
and competitiveness

We demonstrate our commitment to responsible
corporate behavior through involvement in indus-
try and broader initiatives. We became a United
Nations Global Compact signatory in November
2004. The Global Compact is a voluntary initia-
tive that promotes good corporate practices in
the areas of human and labor rights, the environ-
ment, and anti-corruption measures.

We are also a member of two major initiatives
within the World Business Council for Sustainable
Development (WBCSD): the Cement Sustainability
Initiative (CSI) and the Energy Efficiency in Build-
ings (EEB) project, which help our sector and
other related industries to address the challenges
of sustainable development.




ABOUT THIS REPORT

Welcome to our sustainable development report
for the calendar year 2006. This report covers
our global cement, ready-mix concrete, and
aggregate operations.

We first published an environmental report

in 1995, and produced our first sustainability
report in 2003. In April 2006, we published an
interim sustainable development report for the
calendar year 2005. In the future, we will report
fully on our sustainable development activities
and performance every two years.

We have improved our reporting process based
on an external evaluation of our past reports
and feedback from stakeholders. We gathered
information for this report using questionnaires
and interviews with relevant business func-
tions. A multi-regional team with members from
different areas worked extensively with experts
in the field to ensure an accurate reflection of
our activities. We are considering the use of
external assurance for future reports.

In mid-2005, our sales and workforce almost
doubled when we integrated RMC, a UK-based
company with presence in 22 countries, into
our operations. In this report, we refer to busi-
ness units that pre-date our most recent ac-
quisition as “pre-RMC” operations. Operations
recently integrated are referred to as “new”

operations. “Global” refers to our total opera-
tions, both pre-RMC and new.

Consolidated data are not yet available for all
recent acquisitions. We state clearly where data
apply to pre-RMC operations only. Where data
have been restated from figures previously re-
ported, this is clearly marked and explained. All
monetary values are in US dollars.

We have used the Global Reporting Initiative G3
guidelines to produce this document. Our report
meets application level B.

GRI REPORT

We welcome your comments on the content,
style, and level of detail of this report. Please
contact us at sd@cemex.com or at:

CEMEX, S.A.B. de C.V.

Corporate Communications and Public Affairs
Av. Ricardo Margéin Zozaya 325

San Pedro Garza Garcia, N.L.

CP 66265 Mexico

Tel: +52(81) 8888-8888
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CEMEX is a global company, and with size and scale comes
increased responsibility.

Responsibility to our shareholders to produce good returns.
Responsibility to our employees to provide healthy and safe
workplaces, rewarding careers, and competitive compensa-
tion and benefits. Responsibility to the communities in which
we operate to be good neighbors and environmental stewards.
Responsibility to our customers to provide the best quality
products and services, and to develop new ways to meet their
building needs, large or small.

But no responsibility is greater than the need to define and
execute a sustainable business strategy. We proudly celebrated
our 100th anniversary last year; | strongly believe one of my
core obligations as Chairman and CEQ is to assure that CEMEX
is firmly on a path to another 100 years of prosperity and value
creation for all its stakeholders. Our contribution to sustainable
development is at the very heart of our ambitions.

For CEMEX, this means several things. First, we must increase
our investment in our employees. | want our company to be the
employer of choice everywhere we operate. More than 50,000
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message

FROM OUR CHAIRMAN & CEO

people work for CEMEX, and that number will continue to grow
as our business expands. We need to employ and nurture the
most talented, highly skilled, and motivated people now if we
are going to succeed in the future.

Second, it means running our business with a profound com-
mitment to efficiency and innovation. Our industrial processes
inevitably affect the environment. That means we must work

to minimize our footprint in part by using natural resources as
efficiently as possible, and in part by reinforcing our fundamen-
tal commitment to continuous improvement.

Third, CEMEX must play an appropriate role in society, at a
global and local level. We are members of the World Business
Council for Sustainable Development and participate in the Ce-
ment Sustainability Initiative. We have also developed important
partnerships with Conservation International, the World Conser-
vation Society, and other renowned international environmental
organizations.

CEMEX is also active at the local level everywhere we operate. We
support efforts as diverse as planting olive trees on the slopes of
Kozjak Mountain in Croatia and solving housing needs for




“Our contribution to sustainable

development is

at the very heart

of our ambitions”

low-income families across Latin America. Most importantly,
we encourage our employees to support their local communities
through a wide variety of activities.

Fourth, we must ensure we have the financial resources,
management systems, and opportunities to develop our busi-
ness. We want to continue to grow organically and to invest in
new acquisitions in key markets around the world. Our aim is
long term, profitable, and sustainable growth—not growth for
its own sake.

Our concept of sustainability is rooted in a broader commit-
ment to ethical behavior and respect for the human rights
of those who work for us and those who are affected by our
operations. We are committed to the UN Global Compact
principles and have produced this report in accordance with
the Global Reporting Initiative guidelines.

| encourage you to read this report carefully. You will see that
we have set clear targets and are working hard to meet them.
For example, we have made good progress in introducing
alternative fuels, and we are working to reduce our accident
rate. We believe that any work-related fatality is unacceptable,

and we are strongly determined to achieve better safety results
in the future.

At CEMEX, we are committed to transparency and to open com-
munication with our stakeholders. | hope you find this report
useful and | look forward to your feedback.

Sincerely,

h//f@w{/ﬁ

Lorenzo H. Zambrano

Chairman of the Board and
Chief Executive Officer
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KEY FACTS 2006
We celebrated our first
100 vyears in 2006
Our CUStOMErs range Around 88 % of our
from Multinational purchases come from
construction COMpanies locally-based SUPPIIErS in
to INndividuals building the countries where we operate

their own home : :
We are implementing a

We paid US$1.2 billion company-wide Sustainability
inwages and benefits Management System
to employees to run an efficient business that

creates value for society

“CEMEX is a pioneer in the implementation of responsible
initiatives that improve the livelihood of people, contribute to
the economic development of communities, and make good
business sense”

— Djordjija Petkoski
Head of Business, Competitiveness, and Development
World Bank Institute
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WHO WE ARE

Founded in Mexico in 1906, over the last 100 years
CEMEX has grown from a local player into one of
the top global providers of building materials. We
produce, distribute, and market cement, ready-
mix concrete, aggregates, and related construction
materials to customers and communities. We have

operations in more than 50 countries and maintain
trade relationships with over 100 nations overall.

We employ more than 50,000 people in opera-
tions in the Americas, Europe, Africa, the Middle
East, and Asia. Our customers range from mul-
tinational construction companies to individuals
building their own home. We sell our products
directly to customers, and also through distribu-
tors who we work with closely to ensure a reliable
commercial network to service our markets.

Our global operations:

¢ Annual production capacity of more than 93
million metric tons of cement at 66 wholly-
owned and 11 minority interest cement plants

¢ Roughly 74 million cubic meters of ready-mix
concrete produced annually at more than
1,900 production facilities

¢ More than 166 million metric tons of aggregates
produced each year from over 390 quarries

Board of
Directors

Executive Vice
President of
Planning and
Finance

Executive Vice
President of
Administration

Executive Vice
President of
Development

Senior Vice
President of
Sustainability

Chief Financial
Officer

¢ More than 250 land distribution centers and 80
marine terminals

BUSINESS GROWTH IN 2006

We performed strongly in 2006, with an in-
crease in net sales of 19% to US$18.2 billion.
In the majority of our markets, sales increased
because of higher cement, ready-mix concrete,
and aggregate production volumes and continu-
ing demand for our products to develop public
infrastructure and housing.

We continue to share best practices throughout our

business. Our operations benefit from our standard-
ized and centralized processes and from the econo-
mies of scale that arise from being a global business.

In July 2006, CEMEX announced the sale of a
25.5% interest in PT Semen Gresik to Indonesia-
based Rajawali Group, receiving proceeds of
approximately US$346 million.

GOVERNING AND MANAGING

OUR BUSINESS

We are committed to the highest standards of
corporate governance. Our board of directors
has ultimate responsibility for decision making
and for compliance with all laws and regulations

President of the  President of the  President of the

North America Europe, Middle South America

Region East, Africaand  and Caribbean
and Trading Asia Region* Region

*As of March 1, 2007 our Europe and Southern Europe, Africa,
Middle East and Asia operations were integrated into a single region.

applicable to our business in all countries of
operation. Seven of our 13 board members are
independent of management, having no exist-
ing commercial, industrial, banking, consulting,
legal, accounting, charitable, or familiar rela-
tionships with CEMEX. More details on our legal
corporate structure, board member profiles,
and compensation of senior management are
available in our Form 20-F.

Our management team reports to the board and
comprises the regional presidents and execu-
tive vice presidents of each functional area.

Sustainable development objectives are inclu-
ded in the performance assessment of execu-
tives who have direct responsibility for social
or environmental initiatives. Our performance
evaluation model assesses every executive in
some aspects of social performance such as
development of others, focus on stakeholders,
and building alliances.

We have formal processes in place to assist in

compliance with all applicable legislation, includ-

ing the Sarbanes-Oxley Act. These include:

¢ A system to ensure that relevant information
reaches senior management in a timely manner



o A system for anonymously and confidentially
communicating to the audit committee com-
plaints and concerns regarding accounting
and audit issues

e A process for anonymously and confidentially
submitting complaints related to unethical
conduct and misuse of assets

¢ A task force to follow legal requirements and
best corporate governance practices and, when
appropriate, propose improvements

e A disclosure committee composed of senior
executives to certify the accuracy and com-
pleteness of information provided for public
disclosure

e A robust anti-fraud program

Our Code of Ethics and Business Conduct

Our employees must carry out their work ac-

cording to the highest ethical standards. All our

employees receive a copy of our Code of Ethics,

which guides our conduct and explains our

expectations for:

e Relationships with stakeholders

® Workplace safety, health, and environmental
responsibility

¢ Protection of confidential information

e Conflicts of interest

¢ Financial controls and records

® Preservation of assets

A corporate-level Ethics Committee oversees the
code and is the highest authority on ethical mat-
ters. Ethics Committees at business unit level,
comprised of senior executives, are responsible
for implementing the code and ensuring compli-
ance within their sphere of influence.

We have a single code for our company and are
implementing it in our new operations. In 2006,
we adapted the code and the various tools that
support it for our European businesses, to take into
account the different cultures and legal require-
ments in which they operate. For example, in
France and Germany we agreed on changes to the
procedure for reporting violations of the code with
workers’ councils, and adapted our secure website
to comply with data protection laws.

Our employees are required to sign the code
electronically. In our pre-RMC operations,

90% of executives and 43% of all employees
have signed the code. The Ethics Committees
received 124 reports on alleged violations to the

code from our pre-RMC operations in 2006, 11
of them related to discrimination. We have re-
solved 60%, 32% are in progress, and 8% were
rejected. We constantly improve the way we
manage and report cases of unethical behavior.

We take all alleged violations of our Code of
Ethics seriously. In one case, a supervisor was
reported for use of inappropriate language, ver-
bal harassment, and the unfair dismissal of an
employee. Following investigation, the employee
was reinstated in a different area. The supervi-
sor received a formal warning and the case
was recorded in his personal file. In a second
example, employees reported fraud commit-
ted by a supervisor who had taken kickbacks
from customers. The supervisor was dismissed,
and an investigation is taking place to establish
whether other people were involved.

We have designed an online learning program
for the Code of Ethics, to provide consistent
training for employees worldwide. We run class-
room training courses for Ethics Committee
members and business unit Ethics Committee
Administrators. In 2006, seven courses were
available in total, including two on Sarbanes-
Oxley. A total of 710 employees received an
average 3.8 hours of training each. We have
launched the code in all new operations and
expect statistics on implementation and compli-
ance to be available in mid-2007.

Managing risks

We constantly seek new ways to identify and
manage risks to our company and assets, and
consequently to our people and local com-
munities. These include social and environ-
mental risks. Our internal control area designs,
implements, and supervises effective measures
to identify risks and the appropriate action to
take. Our process assessment team identifies
best practices used in each country and shares
them throughout the company twice per year.

A risk management manual, including policies
and procedures for preventing loss or damage
to property and equipment, is available to our
employees through our intranet. We carry out
annual inspections at all our sites in conjunc-
tion with FM Global, one of the world’s leading
property insurers, and use a grading system to
record the outcome. Sites graded 85 out of 100

OUR BUSINESS 7




or higher for their risk management processes
are classed as Highly Protected Risk (HPR). Our
goal is to increase the number of HPR sites, and
at the end of 2006, 76% were classified as such,
compared with 73% at the end of 2005. The risk
management team checks that corrective actions
identified during inspections are carried out.

We have begun to implement a robust system
to monitor and reduce the risk of fraud, such as
the misuse of assets or information within our
business. Opportunities to commit fraud arise
when authority and adequate internal controls
are lacking. A set of indicators identify our vul-
nerability to different types of fraud, and allow
us to take preventative action. The system will
prevent losses, reduce time and money spent
on fraud investigation, and strengthen our com-
pliance with the Sarbanes-Oxley Act.

Our strategy is to run a highly efficient and profit-
able business that ensures the safety and well-
being of its employees, protects the environment,
and contributes to the development of our com-
munities. To do this effectively, we are implement-
ing a company-wide Sustainability Management
System (SMS) that covers each of these aspects.

The SMS is designed to integrate sustainability
management into our operations and is manda-
tory for all business units. It is designed to be
flexible and to accommodate any existing man-
agement systems and programs. The system
describes what operations must do, but allows
individual facilities to decide how to do it. Using
such a management system will help us:
e Establish a common framework for sustain-
ability management for all business units
¢ Document existing knowledge and practices
e Focus our attention on mitigating significant
risks and driving continuous improvement
in key areas
¢ Demonstrate our diligence in managing
sustainability

The SMS is a key element of our management
approach and covers the economic, environ-
mental, and social dimensions of sustainability,
including health and safety. It requires our
operational facilities to meet regulatory require-
ments, fulfill voluntary commitments, identify
and respond to potential risks, and engage with
stakeholders.

The system will ensure every facility follows a syste-
matic approach toward the commitments of our

sustainability policy. Every site must define organi-
zational responsibilities, make strategic plans, mo-
nitor and verify performance, take corrective and
preventive action, engage with stakeholders, carry
out training and communication, and measure
progress using key performance indicators.

Certain aspects of the SMS are designed to
communicate our performance in accordance
with the Global Reporting Initiative G3 Guidelines
for sustainability reporting. For example, our risk
assessment model covers a range of economic,
environmental, health and safety, labor, human
rights, social, and product responsibility topics.

We have developed a global plan to ensure the
SMS implementation is cost-effective, efficient,
and well-coordinated. In 2006, we piloted the
system to test and refine the design and imple-
mentation process at sites in 13 countries (read
more about the SMS pilot in Puerto Rico on
page 9). These included nine cement and three
ready-mix facilities, three aggregates sites, a
concrete products operation, and an asphalt
operation. We expect the implementation to be
complete by 2009. Our global SMS team will
oversee the implementation, sharing lessons
learned and best practices.



OUR ECONOMIC IMPACTS

We intend to continue geographically diversifying

our cement, ready-mix concrete, and aggregates

assets and vertically integrating our operations in

new and existing markets. The more our busi-

ness expands, the greater our economic contri-

bution to society. Our direct economic impacts in

2006 included:

¢ Sales of over US$18.2 billion, creating busi-
ness for our value chain’s distributors

¢ \Wages and benefits paid to employees, which
totaled US$1.2 billion

e Social and charitable donations. We donated
more than US$35million—-over 1.2%
of pre-tax income

*Goods and services worth around US$5
billion bought from more than 150,000
suppliers. Around 88% of our purchases
were from locally-based suppliers in our
countries of operation

¢ Dividends returned to shareholders. Our
average stock price in 2006 was US$30.50,
up 40.5% on 2005. Through our stock
dividend program, we distributed over
105 million CPOs to 97.4% of our stockhold-
ers. The remaining 2.6% received cash pay-
ments totaling US$13.7 million.

Our 2006 Annual Report and Form 20-F contain
full details of our financial performance including
revenues, operating costs, and retained earnings.

The value created by our business continues
to ripple through local and national economies
as a result of our stakeholders’ activities. These
indirect economic impacts — referred to as the
multiplier effect — are much harder to quantify,
although we include examples of our activities
that create them throughout this report.

Our indirect economic impacts include our
employees, distributors, and suppliers spending
the resources derived from our relationships;
improvements in the health and well-being of
our employees, their families, and communi-
ties; jobs created in our value chain by suppli-
ers, distributors, and customers; the value of
the knowledge and technology we share across
geographic regions; increases in operational
efficiency which improve productivity; and the
benefits and opportunities provided through the
use of our products in improving infrastructure
and quality of life of communities.

PILOTING OUR SMS

We carried out the first SMS pilot at our cement
plant in Ponce, Puerto Rico. A cross-functional
group representing the areas of environment,
health and safety, public affairs, community
relations, human resources, and operations
took part.

The goal of the pilot was to begin implementing
the SMS and to test the new SMS toolkit. Par-
ticipating employees at the plant recognized
the potential benefits of the SMS in helping to
meet the high expectations of local stakeholders
— one of Ponce’s key sustainability challenges.
The employees involved in the pilot discussed
stakeholder expectations and completed a risk
assessment covering environmental, socio-eco-
nomic, and health and safety issues.

At the end of the pilot, the team developed an
action plan to close the gaps between existing
systems and SMS requirements.

On cemex.com

e Our history
* Management team

¢ Corporate governance, including
Code of Ethics

e Annual report, Form 20-F and
quarterly results
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OUR STAKEHOLDERS are those people and groups who influence our business
or are affected by our activities. These include our shareholders, customers,
distributors, suppliers, employees and their families, governments and regula-
tors, civil society organizations, and communities near our facilities.

Employees at all levels interact with an array of stakeholders while carrying out
our daily business. We believe that open and honest dialogue helps promote

transparency and strengthen our business. The following diagram describes
some of the channels we use to engage with different groups in society.

Additional examples of stakeholder engagement are included in the corre-

sponding sections of the report.

1. Shareholders: Our aim is to run an
efficient and profitable company that
attracts investment. We protect our
shareholders’ interests by following
the highest standards of corporate
governance.

We regularly communicate with our
shareholders and their representatives
to keep them fully informed of our ac-
tivities. We do this through our investor
relations program, annual and quar-
terly reports, conference calls, our
annual meetings, and press releases.
Learn more about our corporate gov-
ernance on page 6.

2. Customers and distributors: We sell in
bulk to larger customers and also trade
through our network of distributors —
retailers who buy our products and sell
them to customers. We communicate
with our distributors through specially
designed networks, capacity building
programs, and personal meetings.

Our customers give us feedback
through our customer service centers,
and we carry out satisfaction surveys
and personal meetings with them to
help us understand their needs. We
also run programs to help vulnerable
customers access our products. See
page 16 on our value chain and page
32 on Our social commitment.

3. Suppliers and contractors: We have
over 150,000 suppliers of goods and
services, from IT service providers
to haulage companies who transport
our products. Our global procurement
website gives our suppliers all the infor-
mation they need.

Our procurement teams meet with sup-
pliers to strengthen our relationships
and listen to their concerns. By hiring
a high proportion of local suppliers in
each country of operation and offering
them development programs, we foster
economic growth in the communities
where we operate. For more information
about our value chain go to page 16.

4. Employees: We provide employ-
ment for over 50,000 people in more
than 50 countries. We aim to offer
a caring, safe, and rewarding work-
place where all our employees are
treated with fairness and respect.

We know it is essential to engage with
our employees and their families. In
2006, we carried out a global em-
ployee engagement survey, continued
to publish our internal magazine Our
Voice, and ran volunteering programs.
Read Our people on page 18 and Our
social commitment on page 32.

5. Governments and regulators: We
contribute to the development of co-
untries where we operate by building
public infrastructure and paying taxes.
We also partner with governments in
social development projects.

We take part in advocacy activities
through trade associations and di-
rectly with regulators. We comply with
legislation and take corrective action
when breaches do occasionally occur.
For more information about our cor-
porate governance go to page 6.

6. Civil society organizations: We part-
ner with local, regional, and global
organizations to enhance our contri-
bution to sustainable development.
These include business associations,
community organizations, NGOs, and
universities, among others. We also
participate in public events and confer-
ences. See Our social commitment on
page 32.

7. Communities: We involve local
communities in our activities to help
us understand their concerns and
respond to their feedback. We hold
open-house days and site visits, com-
munity dialogues and advisory pan-
els, volunteering activities, and invest
in initiatives that promote community
development. See Our social commit-
ment on page 32.
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CEMEX IN SOCIETY

8. Energy: The cement industry significantly re-
lies on energy sources to operate. We believe
that using residues from other industries as a
fuel source for our own helps reduce our emis-
sions while safely disposing of society’s wastes.
Use of alternative fuels and renewable energy
are featured on page 27.

12. Research and development: We invest in new
technologies to increase the efficiency and value
of our products and reduce the environmental
impacts of our manufacturing processes. Our
R&D helps us create more sustainable prod-
ucts. For more information go to page 15.




9. Production plants: We have 66 wholly-owned ce-
ment plants and more than 1,900 ready-mix con-
crete facilities in the Americas, Europe, Africa, the
Middle East, and Asia. More information on Our
marketplace on page 12.

13. Restored sites: Quarries that have come to
the end of their useful lives are rehabilitated in a
systematic way to support biodiversity and pre-
pare the land for agriculture or as local ameni-
ties, such as boating or fishing. For more infor-
mation about restored sites go to page 30.

10. Quarrying for raw materials: We change
landscapes when extracting aggregates and raw
materials for cement and ready-mix concrete
production. We plan and manage activities at
our more than 390 quarries throughout their
productive lifecycle to retain our license to op-
erate. Learn more about our land management
strategies on page 30.

14. Conservation: In addition to managing biodi-
versity impacts at our own sites, we promote a
number of conservation projects. One of the most
significant is EI Carmen, a private conservation
area rich in biodiversity located on the border be-
tween Mexico and the USA. For more information
about our conservation efforts go to page 34.

11. The environment: We strive to mitigate the po-
tential effects that producing cement, ready-mix
concrete, and aggregates has on the environment.
These include emissions of carbon dioxide, dust
and other gases, impacts on biodiversity, and use
of local water supplies. Read Our environmental
commitment and practices on page 24.

15. Products and services: Our products bring
considerable value to society. They are used
to make roads and sidewalks and to construct
buildings, from offices and schools to hospitals
and homes. Read more about our products and
services on page 14.

OUR BUSINESS 11




OUR AIM IS TO MAXIMIZE




KEY FACTS 2006
Cement can take on any
three dimensional shape and
can become as durable
as rock
Our POrous concrete Buildings consume one third of the
allows rainwater to filter into world’s energy; we support ENErgy
the ground, reducing efficiency and sustainable
flooding building initiatives
We developed a special We have developed INnNovative
antibacterial concrete business models to ensure
to be used in hospitals and as direct access to our products for
flooring in low-income houses economically vulnerable customers

“It has been a great honor to be invited to the corporate social
responsibility capacity-building project for small and medium
enterprises because CSR is a fundamental part of offering a
world-class service”

- Juanita Parra
HOM FER & Company International
CEMEX supplier in Mexico



1. MINING RAW MATERIALS: Limestone and
clay are extracted from quarries.

2. TRANSPORTING RAW MATERIALS: The lime-
stone and clay are transported to the cement
plant by truck, train, or conveyor belt.

3. CRUSHING: The quarry stone is crushed to
between 4 and 10 cm in size.

4. MIXING (PREHOMOGENIZATION): Clay,
limestone and other ingredients are mixed
to suit the cement making process. Alterna-
tive cementitious materials such as fly ash
from coal-fired power stations can be used as
substitute raw materials.

5. STORING: The raw materials are stored in
separate silos according to their mix.

6. MILLING: The raw materials are milled into a
fine raw meal.

7. RAW MEAL HOMOGENIZATION: The differ-
ent ingredients are combined to suit the
final cement type.

8. CALCINATION: The raw meal is fed into the
kiln where it is heated to 1,400 degrees
Celsius, transforming the mixture into
clinker — small dark gray nodules between
1 and 4 cm in diameter. Alternative fuels
can be used to heat the kilns.

9. MILLING: The clinker and other cementi-
tious materials are milled into a fine
powder. Gypsum and other additives are
mixed with clinker to extend the time ce-
ment takes to set.

10. PACKING AND SHIPPING: The cement
is stored in silos, packed into bags, or
shipped in bulk to customers.
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Our products — cement, ready-mix concrete, and
aggregates — bring considerable value to society
and are literally the building blocks of develop-
ment. Our materials are used to make roads and
sidewalks and construct buildings, from offices to
hospitals and homes.

Our responsibility is to ensure that the way we
design, make, distribute, and deliver our products
contributes to sustainable development.

As with all extracted and manufactured goods, ours
can have significant impacts on the environment
and those communities that play host to our opera-
tions. We are as much concerned about minimizing
these impacts as we are about maximizing the ben-
efits (for a full discussion read Our environmental
commitmentand Our social commitment).

In this section we look at the lifecycle of our
products and how we work with our commercial
stakeholders, including researchers, suppli-

ers, distributors, and customers to ensure that
together we generate as much value as possible.

OUR PRODUCTS AND SERVICES

Our strategy is to focus on our core business of
cement, ready-mix concrete, and aggregates. We
also make a range of other construction materials.

Cement

We are the world’s third largest manufacturer of
cement, which is at the core of many of our other
products. See diagram on the left to learn how it
is made.

Ready-mix concrete

Aggregates are mixed with cement and sand to
make concrete. Because concrete hardens rela-
tively quickly, it must be made either on the build-
ing site or very close to it. Successful concrete
manufacture depends on being able to respond to
customer orders quickly and to deliver ready-mix
concrete on time. We have built a world-leading
ready-mix business by improving the efficiency

of our operations and being able to respond to
customers quickly.

We tailor our ready-mix concrete to suit our cus-
tomers’ needs, by changing the proportion of
water, aggregates, and cement in the mix. We
also use additives in our concrete to suit the
delivery time from our plant to the customer,
weather conditions at the construction site, and
customer specifications.




Aggregates

Aggregates are the crushed stone, sand, and
gravel used in construction. They are a key
component in road-building, and the main
ingredient in concrete. Aggregates come from
various sources, including sand and gravel
quarries, hard rock quarries, and from dredging
the sea bed using our specialized fleet of ships.

Our services

We customize our services around the world to
suit our different markets. For large customers
who demand cement in bulk, we offer a 24-hour
dispatch system that allows them to pick up ce-
ment at their own convenience. Our web-based
inventory system automatically calculates cus-
tomers’ cement requirements and coordinates
deliveries, ensuring they are always supplied with
the optimum quantity of cement for their needs.

We use our purchasing power to offer distribu-
tors and customers a full range of building ma-
terials, from plumbing and electrical supplies to
paint, timber, and lighting fixtures. Our distribu-
tion network’s convenient one-stop shops for
building materials saves our customers time
and money.

For example, we ensure smaller-scale cus-
tomers get the best service through our
Construrama network (for more information
go to distributors on page 17). We have also
developed innovative low-income market
business models, such as our Patrimonio Hoy
and ConstruCard programs, to ensure direct
access to our products for the most vulner-
able customers. Read more about Our social
commitment on page 32.

PRODUCT RESEARCH AND INNOVATION
While our core products might be made from
basic raw materials, their composition and
delivery rely on the effective application of the
latest science and technology.

Our research and development (R&D) efforts
help us create more sustainable processes and
products, while reducing costs and meeting
customer needs. R&D is led and coordinated by
the Vice Presidency of Technology.

We have nine laboratories dedicated to R&D.
Eight are located near our main plants , sup-
porting our efforts to respond quickly to cus-

tomer needs. The ninth is in Switzerland where
we consolidate and carry out building materials
studies, as well as information technology and
energy management research.

We have a history of developing innovative prod-
ucts that bring social and environmental benefits
while reducing their environmental impact.

For example, in 1999 we developed a special
antibacterial concrete to be used in hospitals
and as flooring in low-income houses. Other
applications include free-flowing foundation
concrete and concrete used by livestock farmers
who need surfaces that can withstand the acid
environment of silage storage.

More recently we have been working with
customers to develop house building materials
with improved thermal insulation in roofs and
walls. This reduces the need for heating and
cooling and contributes to lower greenhouse
gas emissions.

Other examples of innovative products include:

¢ Rapid-setting cement. Containing up to 80%
fly ash from coal-fired furnaces, this is used
to produce mortar, cement and mix where
repairs have to be made very quickly. Be-
cause the product has a high fly ash content
(a by-product), it is considered a low-carbon
substitute for conventional cement. This prod-
uct is sold as Armofast® in the United States.

e Self-compacting concrete. This form of con-
crete avoids the use of steam and vibration
technigues normally used to strengthen and
compact pre-cast and pre-stressed concrete.
Its density increases strength and durabil-
ity, lengthening the useful life of structures
and reducing the cost of maintenance and
repair. Avoiding steam-curing reduces fuel
use and carbon dioxide emissions. Because
this product is easier to work with than other
concretes, it reduces labor requirements,
increasing efficiency and cutting the cost of
construction. Removing the need for vibration
tools reduces health risks and noise. The con-
crete is available in Germany as Aaton®and in
other countries under different brand names.

¢ Porous concrete. This is used to pave side-
walks, allowing rainwater to filter into the
ground, which reduces flooding and helps
maintain groundwater levels. Because the

)

QUALITIES OF CEMENT

When mixed with water, cement chemically
reacts until it hardens. It is capable of hard-
ening in dry and humid conditions, and even
under water. Cement is remarkably shape-
able: when mixed with water and aggregates,
such as sand and gravel, it is capable of
taking on any three-dimensional shape. Ce-
ment—and the concrete made from it—is as
durable as rock. Despite climate conditions,
cement holds its shape and volume, and con-
tinues to harden for several months. Cement
is such an effective adhesive that, once it
sets, it is virtually impossible to break its bond
to materials such as brick, steel, gravel, and
rock. Buildings made with cement products
are more waterproof when the proportion of
cement is greater than that of aggregate ma-
terials. Cement can provide excellent noise
insulation when the thickness of floors, walls,
and concrete roofs is properly calculated.

WHAT IS CLINKER?

The main ingredient in cement is clinker, pro-
duced by heating limestone and clay to temper-
atures of 1,400 degrees Celsius (see diagram).
We strive to cut the high fuel costs and envi-
ronmental effects of cement making, as carbon
dioxide is released by burning fuel and in the
chemical reaction when raw meal becomes
clinker. Substitute cementitious materials -such
as fly ash from coal-fired power stations and
blast furnace slag, a by-product of the steel in-
dustry- are increasingly being used to reduce
what is known as the clinker/cement factor. For
more information go to Our environmental com-
mitment on page 24.
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CELEBRATING SUSTAINABLE
BUILDING DESIGN

concrete, sold as Acuicreto, is light-colored, the
sidewalks absorb less heat from the sun and
store less heat in their porous structure. This
reduces potential heat traps in cities. Acuicreto
is also used in road building, reducing the risk
of vehicles skidding in wet weather.

e Safe Energy Concrete (SEC). This concrete
has high insulation values. Studies in three
Mexican cities showed that interior tempera-
tures were up to three degrees lower in houses
made from SEC, compared with traditional
concrete. The SEC homes remained at a com-
fortable temperature for double the length of
time without the use of air conditioning, reduc-
ing household electricity bills.

We are members of research consortiums such
as NANOCEM, which gathers basic knowledge on
the nano- and micro- scale properties governing
the performance of building materials. Using na-
noscience and nanotechnology helps us develop
new products and improve existing ones.

We partner with universities and research centers
in the countries where we operate on research into
the use of local waste products, biomass, alternative
fuels, and biofuels in our products and processes.

We are developing processes that enable ce-
ment kilns to burn high-sulfur fuels, trapping

the resulting sulfur dioxide and preventing
release to air.

Finding solutions to the challenges of sustain-
able development cannot be achieved working
alone. Besides our contribution to the Cement
Sustainability Initiative (CSI), we are working with
a group of leading companies in the building,
equipment, and energy industries as part of the
Energy Efficiency in Buildings (EEB) initiative.
This three-year project was launched in March
2006 and is coordinated by the World Business
Council for Sustainable Development (WBCSD).

Buildings consume a third of the world’s energy
and are a major contributor to climate change.
One of the most effective ways to tackle this is
through improved energy efficiency. Enhanc-

ing the environmental qualities of cement and
concrete to improve energy efficiency in buildings
will clearly create many commercial opportunities.

The EEB initiative is working to identify immediate
steps that will begin to change the construction busi-
ness climate in favor of sustainable development.

OUR VALUE CHAIN

We work closely with our suppliers, distribu-
tors and customers — our value chain — to

ensure that mutual benefit is derived from our
business relationships.

We have over 150,000 suppliers who provide
us with raw materials and services worth
around US$5 billion a year. We treat our sup-
pliers fairly and provide them with equal op-
portunities to contract with us. A special global
supplier’s portal provides all the necessary
information online for suppliers wishing to do
business with us. We encourage suggestions
on how we can improve our procurement pro-
cess and provide a confidential e-mail system
for complaints.

We have implemented a centralized global
procurement process, the Strategic Sourcing
Methodology, which plays a critical role in improv-
ing our business efficiency.

We expect our suppliers to support us in our
strategy and share our values. We insist that they
comply with all laws, respect the environment and
the well-being of their local communities. CEMEX
has implemented a supplier qualification program
which includes social, financial, accountability,
and quality assurance criteria as part of the ISO
9000 quality standard, as well as environmental
and employee health and safety issues.



We constantly look for ways to create sustain-
able, competitive advantage. This is especially
important because of our rapid growth across
the world. In 2007, we will launch our Supply
Chain Integration Initiative, which is designed
to improve operational efficiency and stimulate
competitive advantage in all our business lines,
wherever we operate.

Our products are often sold through distributors-
retailers who buy our products and sell them

to customers. We work closely with them to
ensure their customers receive the best service.

In Latin America, where there is a tradition of
do-it-yourself house building, customers are
often too small to buy in bulk from us. This is
why we have built a network of more than 2,000
independent retailers who trade under the name
of Construrama in countries such as Mexico and
Venezuela. The shops offer a range of branded
products, including those from CEMEX. We help
Construrama concession owners by training
them in business skills such as inventory control,
product promotion, sales, and logistics.

In Mexico, we have introduced a simple credit
system to make it easier for low-income consum-
ers to pay for building materials. The Constru-
Card offers an average credit line of US$1,000
that can be used to buy any of the approximately
40,000 products sold through Construrama
distributors. By the end of 2006, CEMEX had
issued some 80,000 ConstruCards resulting in
sales of US$15 million.

In Egypt, we have developed bespoke train-
ing programs for distributors to increase their
knowledge of our products and to improve their
business and management skills, such as book
keeping and taxation. We have trained 1,500
people in our School of Laborers since 2002, to
help develop the knowledge and skills available
in Egypt’s construction industry. We also offer
training courses in project management and
construction site supervision for engineers.

Our business units carry out customer satisfaction
surveys locally to ensure our tailored approach is
successful. In 2006, CEMEX conducted a survey
with more than 1,000 customers in the United
Kingdom, mostly of ready-mix concrete and ag-
gregates. Overall, our customers are satisfied with

our products and services. Satisfaction levels
varied between 63% and 72% depending on
the product bought, size of the customer, and
region. The average level of customer satisfac-
tion in our sector is 69%. We will use the results
to target areas where action is needed most,
and develop a set of performance indicators to
measure our Success.

We are committed to ensure the highest levels
of safety in our products. All our production
processes are certified to 1ISO 9000, the inter-
nationally recognized quality management sys-
tem. It is our policy to ensure that our products
meet all legal requirements for product labeling
and the provision of safety data in the different
countries where we operate.

CEMEX in Mexico is sharing its knowledge,
experience, and practices in social responsibil-
ity with small and medium sized enterprises
(SMEs) — clients, suppliers, and distributors — in
its value chain. Participating companies must
have a turnover of less than US$5 million, be
registered in Mexico, and have a stable com-
mercial relationship with us.

We run the program in partnership with the
Inter-American Development Bank (IADB) and
the Andhuac University. CEMEX and the IADB
have contributed most of the resources, and
the University provides specialized consultancy.
Participating SMEs have agreed to cover up

to 20% of the cost of introducing these new
practices into their business.

Ten companies have been chosen to take part.
Each has received a set of recommendations
on how to be more socially responsible, and will
meet quarterly with CEMEX representatives to
review their progress.

SUPPORTING MICRO-ENTERPRISE
IN COSTA RICA






KEY FACTS 2006
We €M ploy more than
50,000 people worldwide
our accident rate our female to male average
fell by 17% for global wage ratio is virtually ONe to one

cement operations
Our level of €M ployee

More than 400 engagement worldwide
e-learning courses s higher than 85%

available through our learning
and development program

“CEMEX encourages innovation and enables its people to
grow in a challenging and creative work environment. People
put forth their best efforts, knowing the company will support
their initiatives”

- Javier Merle

Sustainable Development Director
CEMEX in Spain



“The most beneficial aspects of working at CEMEX are
its international environment, the ability to learn through
corporate training programs and on the job, and the
opportunity to progress on your career path”

OUR WORKFORCE

The talent and commitment of our employees
help make CEMEX a successful business. In
return, our policy is to offer a caring, safe, and
rewarding workplace where all our employees
are treated with fairness and respect. As we
continue to grow, one of our greatest challenges
is to ensure our people policies and practices
are consistent throughout our business.

At the end of 2006, we employed a total

of 54,635 people in our global operations,
compared with 52,674 in 2005. Around 5% of
employees were in executive positions, 40%
were in managerial roles, and 55% had non-
managerial jobs. In our pre-RMC operations,
employee turnover was 16.5% in 2006.
Around 80% of non-managerial employees
were permanently employed and 20% were
under contract.

COMPENSATION AND BENEFITS

We offer a range of competitive benefits to
our employees, which vary between sites and
business units. Examples include life insur-
ance, additional vacation based on years

of service, scholarships, bonuses, grocery
allowances, uniforms, overtime pay, and sav-
ings accounts.

Aniké Székely
Cost Team Member
CEMEX in Hungary

The compensation we offer compares favorably
with the minimum wage in the countries where
we operate. In Mexico, the starting salary for
CEMEX employees is at least twice the national
minimum wage, and often much higher.

In the UK, our lowest formal grade pays about
15% over the minimum wage for those aged

22 and over. Pay for basic operations typically
starts at around 40% above the minimum.

In accordance with UK legislation we provide
equivalent compensation for temporary or part-
time workers, for the hours that they work. In
Spain, all full and part-time employees have the
same benefits package.

We support working arrangements that allow
employees to balance work with other commit-
ments, where this does not conflict with the
running of our business.

ATTRACTING AND RETAINING
TALENTED PEOPLE

For our success to continue, it is essential that
we attract and retain the best people, and use
our existing talent to fill key positions within our
company. An increasing number of manage-
ment jobs are advertised on the careers section
of our website and on our intranet — both en-

“At CEMEX, you work hard to
harvest well. Your efforts are
well-recognized and your
opportunities to grow are
very open”

Marco Bedoya
Corporate Sustainability Manager
CEMEX

able applicants to search for jobs by type and
geographic location.

In 2006, we implemented a new Job Opportu-
nities Policy in many of our business units. This
provides guidance on how to advertise salaried
positions internally and explains which employ-
ees are eligible to apply. It aims to increase in-
ternal job applications and provide equal career
opportunities for all employees. The policy will
be rolled out to all business units in 2007.

Our Professionals in Development Program aims
to bring talented entry-level professionals into
our business, and develop their skills through
work experience. Participants spend 18 months
rotating between projects in each of our main
functional areas. Our goal is to recruit 150 re-
cent graduates each year into the program.

TRAINING AND DEVELOPMENT

We invest in our employees to ensure they
develop successful and satisfying careers at
CEMEX, and that our business benefits from
their increasing knowledge and skills. We
provide them with a range of opportunities to
improve, including online learning, university
scholarships, and programs for high-performing
middle-managers and potential leaders.



Training for employees who work on our sites
and have little computer access is designed
and managed at a local level. For example,
several of our business units are implementing
initiatives to train and certify drivers. There are
different initiatives focusing on driving safety, fuel
efficiency, customer service, and cost reduction.
We are measuring the success of these initia-
tives using a range of performance indicators
including fuel consumption, maintenance costs,
accident frequency, and driver turnover.

CEMEX Learning is our training and develop-
ment platform. It offers employees opportuni-
ties to design individual development plans
geared toward company strategy, the require-
ments of their business unit, and the needs

of the individual. It also encourages functional
and geographic areas of the business to share
knowledge, best practices, and resources. Ex-
amples of courses include orientation for new
starters, communication skills, project manage-
ment, finance, and people management. There
are more than 400 online courses available
through CEMEX Learning, many of them in
more than one of the following languages:
English, French, German, and Spanish.

At the end of 2006, CEMEX Learning was
available to all pre-RMC business units, plus
Germany. It was being implemented in the
UK, France, Poland, and Ireland. Nearly
14,000 employees had access to it, a 65%
increase compared with 2005, and 54% of
these had individual development plans. More
than 20,000 online courses were completed
during 2006, a 300% increase on 2005. We
will continue to implement CEMEX Learning in
our new operations in 2007.

We provide scholarships for high-potential em-
ployees to continue their education. Each year,
we aim to sponsor 16 employees to complete
an MBA at one of the top ten rated programs
worldwide, and three employees on the Sloan
Fellows Program, a degree in general manage-
ment for people with established careers. Our
business units also sponsor MBAs and mas-
ters degrees in relevant technical subjects. In
2006, there were more than 400 such spon-
sorships. We have improved communication
about these programs with universities and
our employees and expect increased partici-
pation in 2007.

The CEMEX International Management Pro-
gram aims to develop the skills and knowledge
of 60 top-performing middle managers each
year. The program is run at Stanford Univer-
sity, the INSEAD business school, and the
Tecnoldgico de Monterrey. It covers a range of
managerial fields including strategy, marketing,
and human resources. Participants manage
real projects to put their learning into practice.
Following recent acquisitions, in 2006 we had
an unusually large and diverse intake, with 109
participants from 25 business units.

Our Global Leadership Program helps top
executives develop the skills and knowledge to
lead our company in the future and ensure our
continued growth and success. Thirty people
are enrolled in the one-year program and we
plan for another 30 to participate in 2007/08.

We encourage our employees to engage with
their communities and broaden their experience.
For more information about employee volunteer-
ing go to Our social commitment on page 32.

We believe that employees who are fully
engaged with our strategy and goals are more
likely to enjoy their work, give their best, and
choose to develop their long-term career with
us. Engaged employees are passionate about
their work and feel a sense of belonging and
pride in the company.

In October 2006, we launched the CEMEX
Engagement Survey in 38 business units and
18 languages. We received around 30,000
responses from employees around the world,
representing about 70% of those invited to
share their opinions. Survey results show that
the level of employee engagement in CEMEX
worldwide is higher than 85%, similar to other
high performing companies.

The Engagement Survey measures the degree
to which employees feel motivated by their job,
managers, team, and organization to stay with
the company and contribute to its success.
The different regions, business units, and
functional areas within CEMEX are analyzing
the survey results and working on action plans
to increase engagement. In 2007 we will carry
out another survey to review our progress.

2006 Workforce by geographic
regions (global operations)

6.8%

11.5%

43.1%

38.6%

= Europe, Middle East, Africa
and Asia

= North America
South America and
the Caribbean

» Other*

* Other includes: CEMEX Trading, CEMEX
Headquarters, CEMEX E-business, and CEMEX Way.



We aim to treat people with dignity, fairness,
and respect, regardless of their age, gender,
country of origin, race, religion, appearance,
abilities, sexual orientation, or political opinion.
We make a number of further commitments to

our employees in our Code of Ethics, such as to
provide competitive pay and benefits and to en-
sure their safety. As a minimum, our business
units must comply with the labor and other laws
in their country of operation. Responsibility for
this lies with each business unit president.

We are committed to prevent discrimination and
uphold the human rights and labor principles of
the United Nations Global Compact. For example,
our Mexico-based Congruencia program pro-
motes employment opportunities and accessible
building design for people with disabilities. We
also offer advice to architects, engineers, and the
construction industry through the total accessibil-
ity guide and the CEMEX Building Awards.

The Congruencia Movement, an alliance
derived from our program between companies,
hiring agencies, and other institutions, promotes
the integration of people with disabilities into
the workforce and society in general. The move-
ment began in 2000 with 11 participating com-

2006 Breakdown of employees
hy age (pre-RMC operations)

10%

21%

m Under 26

m 26-35

m 36-45
46-55
56-66

panies, and there are now 39 companies taking
part. In 2006 Congruencia helped 514 disabled
people find jobs, 72% more than in 2005. There
are plans to replicate Congruencia in other Latin
American countries with limited disability legisla-
tion and job opportunities.

We respect our employees’ right to be con-
sulted about changes that affect their work
and to join a trade union or other representa-
tive body. In 2006, approximately half of our
pre-RMC workforce was covered by collective
bargaining agreements.

We want to be a fair employer and build a
workforce that mirrors the local population
in the areas where we operate. Employing
people of different backgrounds can also aid
innovation, as they bring different ideas and
ways of thinking, reflecting the needs of our
markets and customers.

Our workforce is well balanced in terms of
age, with 39% of employees aged under 36,
30% aged between 36 and 45, and 31%
aged 46 or over. The building materials
industry traditionally attracts very few women,
especially for on-site rather than administra-

Targets

tive work. This is as true for CEMEX as for
others in the industry. In 2006, 13% of our
workforce in pre-RMC operations and France,
Germany, Poland, and the UK was female.
These European operations had a female
employment rate of 18%.

There is no significant discrepancy in compensa-
tion for men and women performing similar jobs.
Our female-male average wage ratio in our work-
force from pre-RMC operations is close to 1:1.

Ensuring the health, safety, and security of all
those involved in our operations is of the utmost
importance. Our environment, health and safety
policy describes how we protect our employ-
ees, contractors, local communities, and the
environment. Each country has a health and
safety coordinator to implement the policy with
support from our corporate sustainability team.

Our comprehensive Health and Safety Manage-
ment System contains the elements and tools
needed to implement the policy, including lead-
ership and management participation; audits
and inspections; health and safety training; risk
assessment, accident investigation; emergency



PERFORMANCE PROGRESS

Lost time injuries

Directly employed —
CEMEX total

Indirectly employed —
CEMEX total

Directly employed—
cement operations only

Indirectly employed—
cement operations only

*The 2005 figure for lost time injuries for directly
employed individuals has been restated to include
revised data from our ready-mix operations

preparedness; and contractor safety. We have
safe operating procedures in place for all high
risk tasks, which all sites must follow. Further
safety guidelines are available for aspects
including industrial hygiene, risk assessment,
and fire prevention.

By the end of 2006, all our cement operations
had carried out a self-assessment to evaluate their
compliance with the Health and Safety Manage-
ment System. Our ready-mix and aggregates
businesses will complete the process by the end
of 2007, and we expect all sites to be fully compli-
ant with the system by the end of 2008. We have
also begun to integrate elements of this system
with our Sustainability Management System.

We use the guidelines of the CSI Health and
Safety Taskforce to report safety performance
for our cement operations, and other stan-
dard accident metrics for our business as a
whole. We consolidate safety data from all
business units in our SISTER database, an
online safety monitoring and tracking system.

Our performance

Our accident rate in 2006 fell by 17% to 1.16
in our cement operations, and by 12.8% to
1.84 for our business as a whole. This was

Accident rate

02 03 04

- - = = Target 2010

This chart represents our overall accident
rate for directly employed individuals in
all CEMEX operations (number of
accidents per 200,000 hours worked).
CSl injury frequency rates can be
calculated by multiplying the accident
rate by 5.0.

mainly because of outstanding performance in
our European businesses.

It is with great sadness that we must report the
fatalities of 8 employees, 10 contractors, and
14 third parties in connection with all our op-
erations, most of them the result of traffic acci-
dents. We investigated each fatality to establish
the cause and introduce measures throughout
our business to prevent a recurrence. During
2006, we developed an action plan for control-
ling the operational risks that lead to accidents.

Along these lines, we will:

e Establish a standard organizational structure
for health and safety

¢ Implement and reinforce our Health and
Safety Management System in all facilities

® Assess risks within all business units

e Strictly enforce our policies and procedures

e Reinforce contractor compliance

¢ Avoid traffic accidents by improving vehicle
visibility, limiting drivers’ working hours where
they are not already controlled by legislation,
and improving driver training

Encouraging good health
We aim to ensure the well-being of our employees
and to comply with international health guidelines.

Fatality rate

This chart shows our fatality rate for
directly employed individuals in all CEMEX
operations (number of fatalities per 10,000
directly employed)

We are in the process of implementing a health
program that covers a range of occupational and
general health issues including, but not limited to:
dust, noise and vibration, smoking, travel medi-
cine, mental health, and specific diseases such
as HIV/AIDS, typhoid and malaria.

Ensuring employee security

Our security policy promotes a culture in
which individuals are responsible for their
own security and applies to all employees
and operations. It requires each of our busi-
ness units to implement a security strategy
based on the risks identified in that country.
In 2006, there were no compromises of secu-
rity involving our employees or operations.

On cemex.com
e Culture and values

¢ Development opportunities
e Employee insights

e Job site
e Safety and health




OUR INDUSTRY RELIES HEAVILY ON NATURAL RESOURCES AND ENERGY, AND WE MUST USE CUTTING
EDGE TECHNOLOGY TO INCREASE ENERGY EFFICIENCY, REDUCE CARBON DIOXIDE EMISSIONS, AND
OPTIMIZE OUR USE OF RAW MATERIALS AND WATER. WE ARE COMMITTED TO MEASURE, MONITOR,

AND CONSTANTLY IMPROVE OUR ENVIRONMENTAL PERFORMANCE.

- Our environmental
- .commitment
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KEY FACTS 2006
Cement kilns provide
a valuable resource
for Safely disposing
of society’s wWastes
Alternative fuels, A rehabilitation plan
including biomass, provide addressing biodiversity issues
25% of the total energy is developed for most of our
used in our European quarries around the world

cement plants
An orchard planted to restore

Cement kiln dust land around our Alicante plant
our by-product, can be in Spain produces about 1,000
Ueselie tlreat ERIS Elnle tons of fruit annually

for environmental

remediation

“We will continue investing in proven solutions that allow

us to reduce our most significant operational impacts on the
environment and we hope to develop new opportunities to use
our assets for the benefit of society”

- Tony Henshaw
Senior VP of Sustainability
CEMEX



25% reduction in CO,
emissions per metric ton of
cement product by 2015,
from 1990 baseline

Cement is at the very core of society’s
development. It provides many essential
benefits, such as shelter, public buildings and
services, and transport infrastructure. Concrete,
made with cement, is the world’s most used
material after water — more than 2.5 tons are
used per person annually.

But the making of cement and the extraction
of aggregates for concrete have significant
environmental impacts that must be well
managed. In this section we deal with the
operational impacts of the extraction of raw
materials and the manufacture of cement.
Some impacts, such as the emissions of car-
bon dioxide from cement kilns, have a global
impact. Others, such as the effect on biodiver-
sity from quarrying, congestion from transport
and dust emissions, have a local significance.
The diagram on page 14 shows how cement
is made, and includes explanations of some
technical terms used in this section.

All our impacts must be reduced and we are
committed to measure, monitor, and constantly
improve our environmental performance. There
are many opportunities to achieve this. For ex-
ample, we operate high-temperature kilns with
tight emissions controls. This puts us in a good

42.21
49.85
53.11

position to dispose of some common but socially
problematic wastes, such as domestic garbage.

Furthermore, we can make use of by-products
from other industrial combustion processes.
Steel furnace slag, for example, is a useful
substitute material to clinker in cement making.
Using this and other industrial by-products
enables our industry to practice what is known
as industrial ecology, where one sector’s waste
becomes another’s raw material.

Ensuring that we take these opportunities
while minimizing our impacts through ef-
ficiency and good management is a funda-
mental part of our contribution to sustainable
development. It also makes business sense,
helping us reduce costs and retain our license
to operate.

TAKING THE LONG VIEW

For over a century we have developed a
successful business while at the same time
caring for our people, our communities,
and the environment. Our commitment to
environmental protection is ultimately the
responsibility of our top management who
has oversight of our environmental policy
and strategy.
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We have developed a Sustainability Man-
agement System (SMS), which includes
environmental and socio-economic topics,
such as engagement with local communities
and health and safety. We are implementing
the SMS throughout our business. As part of
this, we are collecting information from all
our cement plants worldwide and will soon
add data for our ready-mix and aggregates
operations. Many of our manufacturing
facilities are certified to the internation-
ally-recognized environmental management
standard I1SO 14001.

We are among the core members of the
Cement Sustainability Initiative (CSI).
Established in 1999, this voluntary secto-

ral initiative works under the umbrella of

the World Business Council for Sustainable
Development (WBCSD) to improve the global
cement industry’s environmental and social
performance.

The CSI has agreed on a set of key perfor-
mance indicators (KPIs) for reporting on the
main sustainability challenges faced by our in-
dustry. We report performance according to the
definitions agreed by the CSI (see Summary
table of targets and performance on page 38).



In this section we describe how we are reduc-
ing our most significant operational impacts on
the environment and report progress towards
our long-term targets.

OUR KEY ENVIRONMENTAL ISSUES
CLIMATE CHANGE MANAGEMENT

Climate change is considered to be one of the
most critical environmental concerns facing the
world. It is caused by increased concentrations
of greenhouse gases (GHGs) — mainly carbon
dioxide (CO,) — in the atmosphere. These gases
prevent reflected and radiated heat from the
earth returning to space.

The global cement industry produces about 5%
of all man-made CO, emissions. Depending on
the process, making a metric ton of cement typi-
cally produces more than 700 kilograms of CO..
About half comes from the chemical reactions in
clinker production and 40% from burning fuel.
Around 10% comes from electricity use and the
transportation of raw materials and final products.

How we tackle climate change

Monitoring is the first step to reduce emissions.
We need accurate information on our emissions
to develop effective strategies to curb them. All
our cement plants are connected to an online
reporting tool called the CO, Emissions Inven-
tory Electronic Platform. This measures a range
of indicators (e.g. volume of clinker, cement
production, and fuel consumption) and then
calculates CO, emissions based on the CSI
protocol. The data help us to define actions

to increase our efficiency, improving both our
business and environmental performance.

We have developed a CO, strategy that takes
into account all options to reduce emissions
available to the cement industry. The most
important are:

Clinker content

One of the most effective ways to reduce emis-
sions is to replace clinker with less CO, intensive
materials. Substitute materials must have similar
cementitious properties to clinker, maintaining
the high quality of our cement. Suitable substi-
tutes include blast-furnace slag from iron and
steel making, and fly ash from coal-fired power
stations. This method of substitution, known as
co-processing, also provides a safe means of
disposing of these industrial wastes.

The clinker content of traditional Portland
cement is around 95%. In Germany, we can
produce high-quality cement with a clinker con-
tent of less than 35% using substitute materials.
However, in many regions reducing clinker con-
tent is often limited by the availability of suitable
substitutes and government regulation.

Alternative fuels

Biomass such as wastes and by-products from
forestry, agriculture, and food processing can
be converted to alternative fuels. These are
considered to have a neutral climate impact
because biomass fixes carbon when it grows,
and releases it when burned as fuel, creating
a neutral CO, cycle.

Cement kilns provide a valuable resource for
burning society’s wastes, such as biomass,
household refuse, and used car tires. Such
wastes provide substitutes for fossil fuels,
reducing overall CO,emissions. In Europe, the
cement industry is providing a useful disposal
route for domestic waste as landfill becomes
scarce and governments limit their use.

Alternative fuels provide a quarter of the total
energy used in our European cement plants,
and a growing percentage of fuel worldwide.
(read more about the German case on page
29). Increasing the proportion of biomass fuels
is an important part of our CO, strategy.

Energy efficiency

We have reduced specific fuel consumption in
some of our recently-acquired European cement
plants by sharing best practices from other sites.

Co-processing also improves energy efficiency.
For example, our Tamuin plant in Mexico adds
ash from a nearby power station to its raw
materials for cement making, reducing the tem-
perature needed to form clinker. This technique
has significantly reduced energy use.

Renewable electricity

Electricity generated from renewable resources,
such as the wind, is carbon free. Our Mexican
operations are participating in the development
of a new wind farm in Oaxaca. When the plant
comes online in 2008 it will reduce CO, emis-
sions by 600,000 metric tons a year. The project
has been registered as a Clean Development
Mechanism project under the United Nations
Framework Convention on Climate Change.
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Societies need to dispose of many used products,
such as car tires, industrial wastes, and used lu-
bricants. Many of these have a high calorific value
and can be used to supplement fossil fuels in ce-
ment kilns.

Agricultural and plantation forest waste — biomass
— also provides a useful fuel and is considered to
be carbon neutral because vegetation fixes CO,
during its growth and releases it when it is burned,
creating a neutral CO, cycle.

Using waste as fuel provides clear benefits to soci-
ety and cement makers. It is a safe way to dispose
of wastes and reduce greenhouse gas emissions.

However, many stakeholders are concerned about
the potential health and environmental implica-
tions of the use of wastes. Local communities
worry about emissions, such as dioxins and heavy
metals, and possible accidents when hazardous
wastes are transported to the cement plants.

We take these concerns seriously when considering
using alternative fuels. As a result, we work closely

We continue to seek opportunities to generate
and use renewable energy around the world.

EMISSIONS TO AIR

Cement production releases different types
of pollutants into the environment, mainly as
airborne emissions. These emissions, primar-
ily nitrogen oxides (NO,), sulfur compounds
(SO,), and dust are often controlled by na-
tional legislation and local regulation.

We conform to the CSI reporting protocol on
these emissions and have approved a
five-year capital expenditure of US$10 mil-
lion, starting in 2007, to achieve our target
of continuous monitoring of all our kilns

by 2015. At the end of 2006, 60% of our
kilns were covered by emissions monitoring
systems (for continuous or discontinuous
measurements) for main pollutants, and 40%
for overall pollutants.

We have invested in new equipment to
reduce our emissions to air at many of our
sites. For example, in January 2006, our
Castillejo plant in Spain installed a low NO,
burner on one of its kilns. This has reduced
NO, emissions by up to 25%.

with the local regulatory authorities to ensure com-
pliance and consult with neighbor communities.

For example, as part of our application for a permit to
use old tires as a fuel in Rugby, UK, we ran a strictly
controlled and monitored 1,000 hour trial and ex-
tensive public consultation. The trial showed the site
to be well within emissions limits and that burning
tires actually reduces levels of nitrogen oxide com-
pared with traditional fuels. Our permit was granted
in February 2007, and the Environment Agency will
continue to monitor our compliance closely.

We use advanced technologies to co-process alter-
native fuels in our plants. We have developed our
own technologies for some waste streams like used
tires, spent oils, and solvents.

Our operations in the European Union are among
the pioneers in using alternative fuels with some of
our plants being used worldwide as benchmarks.
The use of alternative fuels, mainly from biomass,
is a substantial component of our low-carbon en-
ergy strategy.

RESOURCE CONSUMPTION

Cement manufacture makes high demands

on energy and materials but provides many
opportunities to recover and reuse by-products
and industrial wastes.

Fuel

Cement kilns have traditionally used mainly
fossil fuels for combustion. The use of alterna-
tive fuels and materials can reduce fuel costs,
cut carbon emissions, and provide society
with environmentally sound methods of waste
disposal. But alternative fuels must be well
managed to comply with local regulations and
meet concerns of stakeholders.

Material use

Lowering the percentage of clinker in our ce-
ment by substituting it with other substances
not only reduces energy use, but also is key

to reducing our use of natural raw materi-

als. Strength and durability are paramount for
ensuring our products are safe to use, so we
must find cost-effective clinker substitutes that
provide these qualities.

Another way to optimize material use is to im-
prove monitoring at quarries to better control the
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variability of raw materials and ensure a consis-
tent mix. Our process specialists have developed
a methodology that reduces the variability of raw
materials entering the kilns, reducing raw mate-
rial waste and improving energy efficiency. We
plan to spread this methodology to the rest of our
cement plants around the world.

Water

Water is becoming an increasingly scarce
resource and several factors, including climate
change, are expected to increase the number of
regions suffering from drought and water stress.

In cement production, water is used primarily for
cooling or in preparing slurry in kilns that use a
wet process. The amount of water used in cement
making ranges from 100 liters to 900 liters per
metric ton of clinker, depending on the process.

Water is also an essential resource for
producing concrete. It is used in the produc-
tion process itself, for cleaning down plant and
equipment, in truck wash systems, and for
washing aggregates.

For all the above-mentioned reasons, we man-
age our water use very closely. We constantly
look to reduce consumption, preserve quality
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and conserve water resources and wetlands.
We are developing performance indicators to
ensure that we measure, monitor, and improve
our performance.

Our Lara cement plant in Venezuela makes
525,000 metric tons of cement a year. During
past years we have invested US$820,000 in an
eco-efficient water treatment plant to reduce
our water consumption and prevent harmful
discharges. Wastewater at the plant is treated
and then reused in our processes. This helps to
secure water supplies for the local community
and protects the local environment. All treated
water is reused and waste solids generated during
treatment meet environmental regulations. These
waste solids are used as fertilizer in our land
rehabilitation activities at the quarry.

Our ready-mix concrete plant in Perpignan,
France, was designed to allow 100% of process
water to be recycled, treated and reused in pro-
duction. French legislation requires any rainwa-
ter captured to be treated before it is used or
released into the public wastewater system.

The Perpignan plant was designed with the
optimum number of paved surfaces to increase

the amount of rainwater collected. Specially
designed slopes have been installed at just the
right angle to guide rainwater into the site’s wa-
ter treatment plant. Of the rainwater recovered,
100% is treated and a proportion is released
into the local wastewater system.

MANAGING BY-PRODUCTS

A small number of our production plants gener-
ate cement kiln dust (CKD), our main by-prod-
uct. This is a fine-grained substance removed
from process exhaust gases. CKD is extracted to
reduce concentrations of sodium and potassium
in cement. Large amounts can be reused in the
production process.

We can reuse some CKD directly in our finished
products, while some requires treatment prior
to reuse. It is also a suitable stabilizing agent for
waste and environmental remediation. In very
few cases, when not reused in production or
recycled, it is mostly landfilled.

We aim to keep CKD to a minimum, and are
seeking new beneficial uses for any that is
produced. Potential markets include using it as
a soil conditioner in agriculture and as an acid-
neutralizing agent in water treatment.

M Biomass Fuel

GERMANY LEADS THE WAY IN
ALTERNATIVE FUEL USE

10% alternative fuels
substitution by 2015;
15% by 2020

5% biomass fuels

substitution by 2015;
8% by 2020

12% alternative raw
materials substitution by
2015; 15% by 2020

Alternative Fuel Substitution
% of thermal substitution

1.25
5.16 Al

3.88

Alternative Fossil Fuel



RESTORED SAND AND GRAVEL QUARRY BECOMES TOP ECO-FRIENDLY ATTRACTION

LAND MANAGEMENT AND BIODIVERSITY
Extraction of the raw materials used in ce-
ment and concrete manufacture, such as
limestone, clay, sand, and gravel, must be
well managed to reduce impacts on biodiver-
sity and local communities.

CEMEX owns large tracts of land, mostly in

rural areas. Much of this land is used to provide
habitats for wildlife, farmland, or for community
recreation. Quarries and mines that have come to
the end of their life are rehabilitated in a system-
atic way to create new habitats for biodiversity
and prepare the land for agriculture or as a local
amenity, such as boating and fishing lakes.

We are committed to be a responsible steward
of the land we own and manage. Our quarries
with rehabilitation plans in place went from
63 % in 2005 to 81 % in 2006. Biodiversity is-
sues are being addressed at 64 % of our sites,
compared with 55 % last year. We have a long
history of taking the initiative to conserve bio-
diversity through long-standing partnerships
with conservation organizations (for more
information read partnering for conservation
on page 34).

Protecting hiodiversity in Davenport

For 100 years, the CEMEX cement plant at
Davenport on the North California Coast in the
US has been a careful guardian of the coast and
over 4,000 hectares of forestland.

The plant implemented a unique habitat conser-
vation plan for threatened California red-legged
frogs on its property and is now working to
develop a program to protect the dusky-footed
woodrat, which was only recently discovered in
the area.

The Davenport cement plant is certified as “Smart
Wood” by the Rainforest Alliance. This means

the plant’s forestry operations meet all of the
Alliance’s high environmental standards con-
cerning wildlife habitat, endangered species,
and fisheries protection. Over 20,000 redwood
seedlings are planted every winter to maintain
and promote sustainable forestry.

CEMEX’s property serves as a vital watershed
for Davenport and nearby New Town, providing
for their raw water needs from San Vicente and
Mill Creeks. Every year, CEMEX supports the
Santa Cruz County to improve the community’s
water and sewage system. The plant recycles
waste water in its manufacturing process. A
fish ladder system has been installed to enable

salmon to migrate from Monterey bay marine
sanctuary in California.

Making the most of our land in Egypt

In Egypt, we have put restored land next

to our site to good use as farmland. With a
complete irrigation system, protection from
the wind and good transport links, the farm
is a great environment for grape vines. We
are growing seedless grapes for the European
Union market, and expect to plant 36 hect-
ares of vines by 2008.

A reservoir originally built to serve the site’s

12 water tanks has been transformed into a
fish farm, which yielded more than four tons of
fish in 2006.

We have also planted more than 240 hectares
on the farm with casuarina trees, and plan to
plant a further 87 hectares. This is a heat-loving
plant that helps stabilize shifting sand dunes
and requires little maintenance after planting.
Biomass from the plantation will be used as an
alternative fuel for clinker production, forming
the basis for Egypt’s first Clean Development
Mechanism (CDM) project under the United Na-
tions Framework Convention on Climate Change.



PERFORMANCE PROGRESS

2005 2006

Energy

50% of kilns to have
installed continuous

Raw materials use

by 2015

Reduction in specific
emissions per ton of clinker,

monitoring by 2010; 100%

from 2005 baseline

by 2015:

Restoring our Alicante quarry in Spain

A restoration project in Alicante, Spain, has
become a full-scale agricultural venture, selling
90% of its production in France, ltaly, Germany,
and the UK. In the late 1980s, we planted an
orchard to restore the land around our cement
plant in Alicante. It now produces 1,000 metric
tons of fruit annually. By 2007, when all the trees
are fully mature, fruit production will be close to
2,000 metric tons per year. The orchard covers
110 hectares and we plan to extend it to form a
green belt around the entire plant.

TRANSPORT

The weight of cement, concrete, and aggre-
gates encourages the use of the most efficient
forms of transport to save costs. During 2006,
roughly 11% of our materials and products
were transported by rail, 11% by water, and
78% by road.

Most of our cement kilns are located close to
quarries to minimize the distance raw materials
must travel to the plant. In many cases, convey-
or belts bring raw materials from the quarry to
the kiln to avoid the use of road transport. Our
plant in Rugby, UK, is roughly 100 kilometers
from the quarry that provides chalk for clinker

e 50 % for dust
e 15% for NO,
e 10% for SO,

PERFORMANCE PROGRESS
2005

2006

Emissions reduction

production. We use a high pressure pipeline
to transport a chalk-water slurry mix from the

quarry to the plant. Ten thousand tons of slurry
per day are transported this way.

In some of our operations, we use the sea and
inland waterways to transport materials and

products and reduce miles traveled by road. In
the UK, for example, aggregates are transported

by barge on the River Severn from our Ripple
quarry to our Ryall processing facility, 3 kilome-

ters upstream, and to our Gloucester ready-mix
concrete plant, 22.5 kilometers away.

On cemex.com
e Sustainable industry

e CEMEX in the UK

e Environmental programs and awareness
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KEY FACTS 2006
Q3% of our sites worldwide
have formal community
engagement plans
We have published a book We have helped more than
featuring CUtting-edge 20,000 families rebuild their
conservation strategies homes following hurricanes and
every year since 1993 other natural disasters
our Patrimonio Hoy We encourage our employees
program has helped to VOlUuNteer their time and
160,000 low-income share their skills with their

families improve their communities
homes and well-being

“CEMEX has been an innovator in integrating social value
generation into its corporate strategy as an essential ingredient
of the way it does business and contributes to society. Its
collaboration with SEKN is a manifestation of its commitment
to generating new knowledge about how businesses can he
important builders of stronger communities”

—James E. Austin
Snider Professor, Emeritus, Harvard Business School & SEKN'’s Co-Founder



We have a strong history of supporting the de-
velopment of communities. We focus on projects
in environmental conservation, education, arts,
culture and sports, sustainable housing, local
community development, and disaster relief.

Our approach is to invest in initiatives that encour-
age self-sufficiency, and to work closely with com-
munities to ensure our efforts meet their needs.
We prioritize initiatives that are related to our core
business, and often work in partnership with other
organizations that share our vision for sustainable
development. A priority is to find innovative ways
to increase access to our products for economi-
cally vulnerable customers that need them to
improve their homes and quality of life.

Our operations may produce both positive
and negative impacts on nearby communi-
ties, creating employment and wealth but also
changing landscapes and increasing traffic
and noise. We encourage dialogue with these
communities to help us understand and re-
spond to their concerns.

This section explains how we engage with com-
munities near our operations and gives ex-
amples of our flagship programs, partnerships,
donations, and employee volunteering. In 2006,

we donated more than US$35 million to social
initiatives, around 1.2% of our pre-tax income.
Our indirect economic impacts, such as wages
paid, are an essential part of our economic con-
tribution to communities (for more information
go to page 9).

In 2006, we began work on a set of company-
wide social investment guidelines. These will
provide direction on key principles, criteria for
selecting partners and projects, and perfor-
mance assessment, among others.

ENGAGING WITH COMMUNITIES

We want to build stronger, long-term relation-
ships with our communities. Through our
Sustainability Management System, we will make
every effort to understand and address concerns
relating to our operations, such as traffic levels
and noise, natural resource use and infrastruc-
ture development. Our stakeholders are a rich
source of information and their insights help us
to improve the sustainability of our business.

Many of our facilities hold regular meetings with
community leaders, government officials, and
employee groups to gather information about im-
portant local needs (for more information regard-

ing alternative fuels and how we have addressed
community concerns go to page 28).

In some locations we have established committees
composed of community representatives and CEMEX
employees to identify and address relevant issues
(read more about an example from Puerto Rico on
page 35). At the end of 2006, 93% of cement sites
worldwide had formal community engagement plans
in place, compared with 84% at the end of 2005.

We have established partnerships with organizations
all over the world that share our desire to build a bet-
ter future. A full list of some of our partner organiza-

tions can be found on our website.

PARTNERING FOR CONSERVATION

Our commitment to the conservation of biodiversity
comes from our sustainability vision and the core
values of our company. We strongly believe that
there is a business case for integrating conserva-
tion into our daily operations. We have established
working relationships with leading global conserva-
tion NGOs, universities, governments, communi-
ties and others where we operate. These partner-
ships provide strategic guidance and improve our
understanding of biodiversity issues, helping us
build trusting relationships with all stakeholders.



We promote conservation awareness through our
editorial series of conservation books, which aims
to define and communicate global needs and
strategies in this realm. We also sponsor lectures,
conferences, educational sessions, and other
environment related activities and publications.

In addition to managing biodiversity impacts at
our own sites, we manage, along with our part-
ners, a number of successful off-site conserva-
tion projects. The most significant of these is El
Carmen, a private transboundary conservation
area, which encompasses deserts, grasslands
forests, and other biodiversity rich ecosystems,
and is located along the border between Mexico
and the United States.

El Carmen is among one of the five great wilder-
ness ecosystems of the world, and is home to
more than 500 species of plants, 400 species
of birds, 70 species of mammals, and 50 types
of reptiles and amphibians. The area is consid-
ered a global hotspot for biodiversity protection
and is recognized as a transboundary ecosys-
tem of global importance.

Since 2000, CEMEX has purchased nearly over
120,000 hectares of land and has entered into
conservation agreements with adjoining private
land owners for an additional 60,000 hectares.
We have established a hands-on, field-based op-
eration on both sides of the international border,
giving priority to scientific work, habitat restora-
tion, and wildlife management programs. One of
the highlights of our work is the re-introduction
of the desert bighorn sheep to the region.

An unspoiled area of El Carmen has been de-
signated as the first wilderness area in Latin
America. This was achieved with guidance from
several of our partner NGOs: Agrupacion Sierra
Madre, Conservation International, Birdlife
International, and the Wild Foundation, which
all consider EI Carmen a global conservation
priority. We appreciate the cooperation and
strong working relationship that we have with
our NGO, government, university, and private
landowner partners to help protect this unique
ecosystem for present and future generations.

Elsewhere, in 2006 our Croatian operations
supported a project to plant 1,000 olive trees
on the slopes of Kozjak Mountain near the city
of Split. The trees will line a 6 km route used

by walkers and mountaineers and link sites of
local historical interest. We launched the project
by planting 100 trees to celebrate our anniversary
and also made a contribution to a local mountain-
eering club to restore a hostel for climbers.

SUPPORTING EDUCATION AND CULTURE
To develop sustainable communities it is es-
sential to help build the skills and knowledge of
the people within them. We support schools and
universities to provide opportunities for people
to improve their education, career prospects,
and quality of life. Our business is often used as
a case study and in 2006, CEMEX was featured
in a variety of research studies and articles.

In Mexico, our Chairman and CEO chairs the
board of the Tecnolégico de Monterrey and
several of our executives sit on the boards of
the Universidad Regiomontana. We also sup-
port Monterrey’'s Museum of Contemporary Art
(MARCO), one of the most prestigious institu-
tions promoting the arts in Latin America.

Since 1999, we have helped spread sustaina-
ble development knowledge through partner-
ships with multilateral agencies, NGOs and
universities, called CEMEX Cathedras. In 2006,
we ran four different seminars on sustainabil-
ity and corporate social responsibility (CSR),
construction, architecture, and the use of white
cement and concrete.

More than 1,400 people from 16 Latin American
countries participated in the Sustainability and
CSR Cathedra. In the future, we plan to offer
this program to our employees through CEMEX
Learning. We also plan to expand the program
into a 96-hour diploma course in collaboration
with Tecnolégico de Monterrey and the World
Bank Institute, to share key lessons with our
markets and the wider society in the countries
where we operate.

In Spain and Mexico, we have partnered with
renowned universities to share our experience
and knowledge of the production and use of
white cement and concrete with architecture
faculties and students.

In 2006, we established a partnership with the
Social Enterprise Knowledge Network (SEKN). This
initiative is led by Harvard Business School and
some of the best business schools in Latin America

OPEN DIALOGUE BENEFITS
CEMEX AND THE COMMUNITY



and Spain participate. SEKN conducts research,
teaching, and training activities that will help
strengthen our social endeavors.

PATRIMONIO HOY: IMPROVING
HOUSING

We initiate, fund, and manage projects to
enhance community life quality, primarily by
helping low-income families to build or improve
homes. Our approach aims to align the values
and commercial objectives of our business with
the needs of communities.

Mexico has a significant housing shortage.
Roughly one third of all homes are informally
constructed and approximately 40% of ce-
ment sales are to low-income, do-it-yourself
homebuilders. These homes are typically very
basic, and construction is gradual and ineffi-
cient. Since 1998, our flagship Patrimonio Hoy
program has given low-income families access
to building materials through a simple and in-
novative credit system.

Families group together and commit to save for
ten weeks, paying for the materials they need
over that time. CEMEX provides the necessary
materials in the second week, extending credit
for the remaining weeks — time enough to

Every year since 1993, we have published a
significant book on conservation to promote the
importance of biodiversity. The books are written
in partnership with leading NGOs and distrib-
uted free to universities, government agencies,
research institutions, and to non-profit organiza-
tions for fund-raising.

Our latest book, The Human Footprint, Chal-
lenges for Wilderness and Biodiversity, was
produced in 2006 in partnership with the Wild-
life Conservation Society, Mexico-based NGO Si-
erra Madre, the Wild Foundation and the Inter-
national League of Conservation Photographers.

The book highlights the Wildlife Conservation So-
ciety’s work to understand the impact of human
life on our world. The book contains state of the
art maps, stunning images, scientific findings,
and inspiring essays from renowned experts that
recommend actions to reduce society’s impact
on the planet.

complete the building. We also offer technical
assistance including architectural advice, and
tailor our customer service to suit the needs of
these customers.

Following the program’s success in Mexico, we
introduced Patrimonio Hoy in Colombia and
Nicaragua in 2005, and in Venezuela and Costa
Rica in 2006. More than 160,000 families have
benefited from Patrimonio Hoy, showing that a
company can grow its business and encourage
community development at the same time.

CONTRIBUTING TO DISASTER RELIEF
During 2006, we collaborated with governments
and civil society organizations to help vulner-
able communities in several countries, including
Indonesia, the Philippines, and Mexico. In In-
donesia, for example, we are working on a five-
year project with SOS Children’s Villages which
is featured as a case study on the next page.

Another case in point is ConstruApoyo, a pro-
gram that helps rebuild communities affected
by natural disasters. The program was created
in late 2005 after hurricanes devastated the
south of Mexico, and uses debit cards pre-fund-
ed by the government to enable households and
communities in need of rebuilding to receive
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the building materials they require. The regional
government identifies beneficiaries and provides
the funds. CEMEX supplies the debit cards, pro-
duces a catalogue of materials at fixed prices,
manages the entire supply chain, and provides
the government with an audit trail and real time
tracking of the delivered materials.

The program reduces the time taken to distribute
aid and accelerates the rebuilding of homes and
communities, quickly improving beneficiaries’
quality of life. Since the program began, 17,500
families have received funds totaling US$1.9 mil-
lion. The ConstruApoyo model can also support
other initiatives that require the efficient, effective,
and transparent transfer of subsidies for building
materials. These include self-construction and
school renovation programs in rural areas.

In the Philippines, we partnered with the Phil-
ippine Business for Social Progress (PBSP) to
raise money for aid after a series of mudslides
in February 2006 caused massive damage

in the Southern Leyte province. Our employ-
ees raised considerable funds and CEMEX
matched the total amount. Donations in kind,
including clothing, footwear and dried food,
were also collected in our offices and sent to
the PBSP for distribution.



New families for children orphaned by the Asian
tsunami in 2004 are being formed as a direct
result of our US$2.1 million donation, including
employee contributions, to the international or-
ganization SOS Children’s Villages.

The money is being used to build an SOS Village
near the town of Meulaboh, in the Aceh region
of Indonesia, to provide a new family life for chil-
dren orphaned by the tsunami.

Construction began in August 2006 to provide
housing and facilities including a mosque, nurs-
ery, library, music room, computer room, clinic,
play and sports area, and meeting hall. The sur-
rounding community will also have access to
these services, to create maximum benefits for

EMPLOYEE VOLUNTEERING

We encourage our employees to volunteer
their time and share their skills with their
communities.

Through our Huella (Leave-your-mark) program
in Costa Rica, around 100 employees volun-
teered more than 1,000 hours of their spare
time in 2006 to help develop communities

and schools near our sites. Activities included
repainting blackboards and upgrading electrical
installations in schools, and training children

in environmental protection. More than 2,500
students have benefited from this program.

In the Philippines, our employees and their
families spent a weekend improving conditions
at local elementary schools. In 2006, around
200 volunteers including community members,
employees, and their families took part.

In Puerto Rico, we have established Casa
CEMEX, an internal program to increase the
number of employees taking part in voluntary
work. In 2006, 90 employees volunteered 450
hours of their time. Activities ranged from tree
planting and helping communities clean up
their environment, to providing technical sup-
port to small local companies.

the area as a whole and help the new villagers to
integrate with their neighbors.

Mothers who lost their children in the tsuna-
mi are encouraged to adopt between two and
four orphans, helping to ensure that they are
raised in a nurturing environment. The village is
planned for completion in April 2007 and will
provide homes for 150 children. By the end of
2006, about 10% of the village had been built
and 12 new families formed, providing homes
for 35 children.

The CEMEX donation ensures that the village will
be funded for four years after its completion.

In Spain, we have partnered with Junior
Achievement, an NGO focused on youth entre-
preneurship, for three years. We sponsor two
programs (Our community and Our resources)

where employees volunteer as teachers in

schools located close to our operations. Simi-
larly, through the CEMEX Sponsors program,
our employees in Panama provide educational
and developmental support to young people

from low-income families, encouraging them to

seek a better future.

Our operations in many countries including
Mexico, Spain, the UK, the US, and Venezu-
ela conduct similar enthusiastic volunteering
activities.

In 2006, CEMEX received a World Business
Award for our contribution to sustainable de-
velopment through Patrimonio Hoy. These
awards are organized and sponsored by the
International Chamber of Commerce, the
Prince of Wales International Business Lead-
ers’ Forum, and the United Nations Develop-
ment Program. They recognize private sector
companies for their efforts to reduce poverty
around the world and aim to raise awareness
of the United Nations Millennium Develop-
ment Goals. Ten winning initiatives were cho-
sen from 73 nominations in 33 countries.

On cemex.com

e Qur key partners
e Community programs
e E| Carmen




Summary table: targets and performance

This table summarizes our progress towards the targets set in our previous report. We are committed to improve our performance in

all these areas and will continue to disclose our achievements and challenges. There are new targets for emissions reduction and
health and safety in this report. Some targets may be revised in the future to reflect the continued growth of our company.

Area Target Year 2006 Progress Page #
CO, and Climate 25 % reduction in CO, emissions per metric
Change ton of cement product, from 1990 baseline 2015 pp.26-27
o | | 1 -
Use of Alternative 10 % alternative fuels substitution 2015 pp.27-29
Fuels and Raw 5% biomass fuels substitution 2015 pp.27-29
Materials 12 % alternative raw materials substitution 2015 pp. 28-29
50% of kilns to have installed 2010 pp.28, 31
continuous monitoring
Emissions Reduction in specific emissions per ton
Reduction of clinker, from 2005 baseline:
® 50 % for dust 2015 pp.28, 31
e 15% for NO, 2015 pp.28,31
e 10 % for SO, 2015 pp.28, 31
100 % participation in our employee 2010 pp.22-23
Employee Health health program
and Safety 100 % of drivers certified under our driver 2010 pp.22-23
certification program
Reduce accident rate for direct employees to 2010 pp.22-23
1.0 per 200,000 hours worked
Local Impact o g 3 g
on Land and 82 % of ac?tlve sites with quarry 2010 p.30
ST s rehabilitation plans
Positive
Negative
New target
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Vision and Strategy

Environmental
Performance
Indicators

Labor Practices and
Decent Work

Human Rights

Society

Sustainable Development

Management Approach
Materials

Energy

Water

Biodiversity

Emissions, Discharges, and Waste
Management Approach
Employment
Labor/Management Relations
Occupational Health and Safety
Training and Education
Diversity and Opportunity
Management Approach

Non - Discrimination
Management Approach
Community

DMA

EN1 EN2
EN3

EN8

EN13 EN14
EN16 EN18 EN20 EN26 EN29
DMA

LAl LA2 LA3
LA4

LA4 LA8
LA10 LA11
LA13 LA14

SO1 SO3

pp. 2-3, 10-11

pp.8, 11,16, 26
pp.26-28, 31
pp.26-27, 31
p.29

pp.11, 30-31, 35
pp.15-16, 27-31
pp.8, 18, 22
pp.20-21

p.20

pp.22-23

pp.7, 20-21
.22

pp.7/, 17, 34-35
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