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Structure of the

GranitiFiandre Group

at 6/30/2009

Granitifiandre SpA
Castellarano RE

Porcelaingres Gmbh
Vetschau D
99.9%

Geologica Milano Srl
Milano
90.0%

StonePeak Ceramics Inc.

Delaware Usa
98.36%

Savoia Canada Inc.
Toronto CA
90.01%

Architectural Imports LLC
Miami USA
60.0%

TechGeo SL
Castellon de la Plana
50.001%

Architectural Imports Inc
Miami USA
100.0%

Geologica Parma Srl
Parma
51%

Mediterranea LLC
Miami USA
100.0%

Architectural Stone LLC
Miami USA

63.5%

Technoposa Srl
Castellarano RE
51.0%

Ceramiche Riunite Srl
Castellarano RE
50.0%

Technopose & Bedel Sarl
Parigi FR
100.00%

Floornature.com SpA
Fiorano Modenese MO
90.0%

Key:

Parent company - industry

Industry

Commercial activity

Services and installation activity

E-commerce activity
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GHANITIﬂIANIlHE Consolidated Financial Statements
at June 30, 2009

Introduction

The present consolidated half-year report (hereafter the half-year report) of the GranitiFiandre
Group at June 30, 2009 was prepared in accordance with Legislative Decree No. 58/1998 and
subsequent modifications, as well as the Consob Issuers Regulations.

The present half-year report was prepared in accordance with International Accounting Standards
(IFRS) issued by the International Accounting Standards Board (IASB) and approved by the
European Union and was drawn up according to IAS 34 Interim financial reporting, applying the
same accounting principles adopted in the preparation of the Consolidated Financial Statements at
December 31, 2008, with the exception of those described in the Notes in the paragraph
Accounting principles, amendments and interpretations applied from January 1, 2009.

Interim Directors Report

Group Financial Highlights

As announced on the approval of the first quarter report of 2009, on 4/05/2009 GranitiFiandre
S.p.A. signed a preliminary contract for the sale of 50% of Hydrodesign S.r.l., followed on 8/06/09
by the definitive sales contract to the company Finart S.p.A.

Therefore, as per IFRS 5, the impact of the deconsolidation of the Hydrodesign Group (including
the Spanish subsidiary Kaleydos Sl) was reclassified in the income statement to the account
Results of discontinued operations . For comparative purposes, the results of the Hydrodesign
Group were reclassified in the same account also for the first half and full year of 2008. For greater
details on the effects of this operation, reference should be made to the specific section in the
Notes.

The key financial results of the first two quarters of 2009 are shown below:

Comparison between the first and second quarter of 2009

Description Q2 2009 Q1 2009 Changes
Net sales 49,492 45,727 3,765
Gross operating result (EBITDA) 7,297 4,084 3,213
Operating result (EBIT) 4,138 768 3,370
Net financial position - Free Cash Flow 2nd Quarter (46,039) (52,999) 6,960
Percentage on sales

Gross operating result (EBITDA) 14.7% 8.9%

Operating result (EBIT) 8.4% 1.7%

The principal results of the Granitifiandre Group are summarised in thousands of Euro in the table
below:
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Deseription | oueands) 6/30/09  6/30/08 Changes % 12/31/08
Net sales 95,219 101,885 (6,666) (6.5)% 203,803
Gross operating result (EBITDA) 11,381 15,789 (4,408) (27.9)% 28,191
Operating result (EBIT) 4,906 9,464 (4,558) (48.2)% 13,443
Net result before taxes and minority interest 3,969 7,534 (3,565) (47.3)% 11,311
Result from continuing operations before

minority interest 1,850 4,050 (2,200) (54.3)% 5,916
Net profit (*) 549 4,165 (3,616) (86.8)% 6,147
Net financial position (46,039) (48,823) 2,784 (53,456)
Consolidated shareholders’ equity 156,191 150,713 5,478 161,738
Percentage on sales

Gross operating result (EBITDA) 12.0% 15.5% 13.8%
Operating result (EBIT) 5.2% 9.3% 6.6%
Net result before taxes and minority interest 4.2% 7.4% 5.5%
Result from continuing operations before

minority interest 1.9% 4.0% 2.9%
Net profit 0.6% 4.1% 3.0%

(*) net of the extraordinary operation relating to the sale of Hydrodesign srl

As illustrated in the table above, total revenues in the half-year report a small slowdown of 6.5%
compared to the same period of 2008, substantially in line with the expectations of management
for the first part of the year and significantly better than the forecast for the first half of 2009 in the
ceramics sector of a contraction of over 25%.

In spite of the continuation of the current worldwide economic crisis, the Group in the second
guarter of 2009 (in which better results are recorded historically), significantly increased sales and
margins both in real and percentage terms on the first quarter (increases in turnover, Ebitda and
Ebit of Euro +3.8 million, Euro +3.2 million and Euro +3.4 million respectively).

In this unfavourable macroeconomic scenario, also affected by a serious liquidity crisis, the
significant improvement of the net financial position thanks to the creation of Free Cash Flow of
Euro 7.4 million (Free Cash Flow of Euro 7.0 million in the second quarter alone of 2009, the
second best quarter since the quotation in 2001) is noted. This data is of even greater significance
in that it is net of the payment of the 2008 dividend of Euro 1.8 million. Extremely positive cash flow
was generated from operations over Euro 18 millio n in the half-year, of which Euro 15 million in
the second quarter.

In relation to margins, the Ebitda in the first half-year amounted to Euro 11.4 million, Euro 7.3
million in the second quarter, with a revenue margin respectively of 12% and 14.7%. Contributing
to the half-year Ebitda, in addition to the parent company GranitiFiandre S.p.A. for Euro 7.6 million,
was the American group StonePeak for approx. USD 1.2 million and the German subsidiary
Porcelaingres for Euro 2.6 million.

The Ebit in the first half-year was Euro 4.9 million (Euro 4.1 million in the second quarter alone),
with a sales margin respectively of 5.2% and 8.4%. The pre-tax profit in the first half of 2009
amounted to Euro 4 million with a sales margin of 4.2%.

The net profit from continuing operations was Euro 1.9 million, with a sales margin of 1.9%. The
effect of the deconsolidation of the Hydrodesign Group (including the results of the first quarter of
2009) negatively affected the net result of the Granitifiandre Group for Euro 1.5 million; despite this
the net result was a profit of Euro 549 thousand.
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Group turnover
The breakdown of the total consolidated sales by geographic area is shown below:

In Euro thousands

Description 6/30/09 6/30/08 Changes Var. % | 12/31/08
Italy 24,302 25.5% 33,363 32.7% (9,060) -27.2% 66,455
Europe 38,200 40.1% 39,645 38.9% (1,445) -3.6% 78,328
Rest of the World 32,717 34.4% 28,878 28.3% 3,839 13.3% 59,018
Total 95,219 100.0% 101,884 100.0% (6,666) -6.5% 203,802

Consolidated brand sales
The following table shows the macro geographic breakdown of brand material sales:

In Euro thousands

Description 6/30/09 6/30/08 Changes Var. % | 12/31/08
Italy 13,192 16.6% 19,495 23.3% (6,303) -32.3% 38,593
Europe 34,779 43.6% 36,360 43.4% (1,580) -4.3% 70,916
Rest of the World 31,721 39.8% 27,897 33.3% 3,824 13.7% 56,662
Total 79,693 100.0% 83,752 100.0% (4,059) -4.8% 166,170

In the first half of 2009, the GranitiFiandre Group recorded brand revenues of Euro 79.7 million, a
small decrease of 4.8%, within a decisively altered and recessionary macroeconomic environment,
and in which the Group was able to increase its market share.

Brand sales in Italy, amounting to Euro 13.2 million (16.6% of total brand revenues), decreased by
32% on 1H 2008, largely due to the recession already underway and with forecasts of a drop in
GDP of over five percentage points in 2009.

Brand sales in Europe dropped slightly, -4.3% compared to the first half of 2008, a very positive
result given the current economic situation in Europe. In particular, we report the growth on the
German market (+37.5%, with total revenues in the half-year of over Euro 13.2 million) with a
significant contribution from the subsidiary Porcelaingres, which recorded increased revenues of
over five percentage points in the half-year.

In the first half of 2009 the Group also maintained its positions on the French market (Euro 9.9
million revenues) and recorded growth in Denmark, Austria, Switzerland, Sweden and Turkey.

The increase in the Rest of the World of +13.7% was of great significance (Euro +3.8 million),
increasing the contribution to total brand turnover by 6.5%. Revenues in the United States and
Canada grew by 20.5% and 3.7% respectively on the first half of 2008. The excellent result of the
StonePeak brand thanks both to the important promotional work with the larger clients and the
merchandising activity in 2008 is noted within a North American market which has seen a strong
contraction in imports and a sharp slowdown in both the residential and commercial real estate
markets, with growth in revenues in the half-year above 7%, continuing the gains in market share.
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Breakdown of consolidated revenues by product line

The following table illustrates the breakdown of revenues by product line:

In Euro thousands

Description 6/30/09 6/30/08 Changes % 12/31/08
Vitrified brand stoneware 78,724 82,244 (3,520) (4.28%) 162,372
Granitech Division - materials 969 1,508 (539) (35.74%) 3,799
Branded products 79,693 83,751 (4,058) (4.85%) 166,171
Granitech Division - structure 2,081 3,550 (1,469) (41.39%) 8,027
Branded products and structure 81,774 87,302 (5,528) (6.33%) 174,198
Polishing services 1,567 2,508 (941) (37.52%) 4,520
Semi-finished products 4,164 4,371 (208) (4.75%) 7,693
Fitting and installation services 5,993 5,902 91 1.54% 13,412
Royalties 30 14 16 112.95% 50
Others 1,691 1,788 97) (5.43%) 3,931
Other revenues 13,445 14,583 (1,139) (7.81%) 29,605
Total 95,219 101,885 (6,666) (6.54%) 203,803

Complementary revenues to "Brand" sales, and in particular those of polishing and installation
services, although with a lower margin than the sale of brand materials and not part of the core
business of the GranitiFiandre Group, permitted the group to extend the value chain and offer a
turnkey product to the final client. The sales performance of the consolidated complementary
activities is reported below:

Granitech. The sales in the Granitech division, which operates in the ventilated walls and floating
floors sector, recorded a drop in the first half of 2009 for materials and services, for a total sales
mix of over Euro 3 million.

For the Granitech division, which principally operates on the Italian market, which as stated is one
of the markets which was affected greatest by the world economic downturn, expectations for the
second part of 2009 are positive and for a recovery on 2008, supported by a significant order
backlog.

Polishing services. The polishing services in the first half of 2009 recorded turnover of Euro 1.6
million, a small decrease compared to the same period in 2008.

Semi-finished products. The sales of semi-finished products, carried out on behalf of other
operators, despite the general downturn in volumes in the ceramics sector, were maintained at
very satisfactory levels (Euro 4.2 million for the first half of 2009) and thus permitted the
optimisation of fixed cost absorption at the Italian factory.

Installation. The companies operating in the installation sector - and countering the overall market
- recorded sales of Euro 6 million in the first half of 2009, a slight increase compared to the first half
of 2008.
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Reclassified Consolidated Income Statement
The reclassified consolidated income statement of the Granitifiandre Group is shown in the
following table:

In Euro thousands

Description year to date
6/30/09 6/30/08 12/31/08

Revenues 95,219 101,885 203,803
Changes in inventory (4,810) 9,081 12,290
Increase in internal work capitalised 526 29 19
Other revenues and income 4,765 4,095 8,316
Value of production 95,699 115,090 224,427
Purchases (23,195) (31,664) (60,606)
Services and operating costs (39,339) (45,523) (92,840)
Personnel costs (21,784) (22,114) (42,790)
EBITDA (*) - Gross operating result 11,381 15,789 28,191
Amortisation & depreciation (6,134) (6,251) (13,169)
Provisions & write-downs (341) (73) (1,579)

Result of discontinued operations - - -

EBIT (*) - Operating result 4,906 9,464 13,443
Net financial incomes (charges) (937) (1,931) (2,132)
Result before taxes 3,969 7,534 11,311
Income taxes (2,119) (3,484) (5,395)
Result from continuing operations 1,850 4,050 5,916
Result from discontinued operations (1,506) 473 617
Result before minorities 344 4,523 6,533
Net profit/(loss) pertaining to minority interests 206 (358) (385)
Group result 549 4,165 6,147

(*) The EBITDA and EBIT are not identified as accounting measures as per IFRS and therefore should not be considered
as a substitute measure for the evaluation of the performance of the Group s results. The criteria for the determination of
EBITDA and EBIT applied by the Group, described in the Explanatory Notes, may not be uniform with those adopted by
other groups and, therefore, such data may not be comparable.
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Reclassified consolidated balance sheet

The reclassified balance sheet is as follows:

In Euro thousands

Description

6/30/09 12/31/08 6/30/08
Fixed assets
Intangible 8,261 10,374 10,542
Tangible 127,734 130,243 121,028
Financial 5,924 2,685 2,752
Total 141,918 143,303 134,322
Net working capital
Trade receivables 49,068 57,584 64,030
Other receivables 2,663 2,886 3,708
Tax credits 11,208 13,005 10,925
Inventories 79,543 85,554 79,662
Trade payables (59,586) (63,577) (66,642)
Tax payables (3,332) (4,519) (4,660)
Other payables (10,638) (9,733) (12,490)
Total 68,926 81,200 74,532
Provisions for risks and employee leaving indemnity
Provisions for employee leaving indemnity (6,893) (7,564) (7,955)
Prov. for risks/other long term liabilities (1,722) (1,745) (1,363)
Total (8,614) (9,309) (9,318)
Capital employed 202,230 215,194 199,536
Net financial position
Cash and securities (16,518) (8,643) (10,050)
Short-term loans payables 61,519 59,272 55,793
Medium long-term loans payables 1,037 2,827 3,080
Total 46,039 53,456 48,823
Shareholders’ equity
Share capital 18,431 18,431 18,431
Reserves 133,676 130,342 121,511
Group result 549 6,147 4,165
Minority interest capital and reserves 3,741 6,433 6,249
Minority interest result (206) 385 358
Total 156,191 161,738 150,713
Total source of financing 202,230 215,194 199,536
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Fixed assets. Tangible fixed assets at June 30, 2009 amounted to Euro 127,734 thousand
compared to Euro 130,243 thousand at December 31, 2008. The increases in the first half year of
2009 amounted to Euro 9.1 million, principally relating to the investments at the Italian production
site for the new production line for the 150 cm x 75 cm large format; the accounting effect of these
increases were partly neutralised by the foreign exchange effect of Euro 0.9 million on the fixed
assets. There was also consolidated depreciation of over Euro 6 million.

Working capital. The net working capital increased on 12/31/2008 due to changes in trade and
other payables and tax payables of Euro 4.3 million and decreased due to inventory, trade and
other receivables and tax receivables of Euro 16.5 million.

Shareholders equity. Consolidated shareholders equity at June 30, 2009 amounted to Euro
156,191 thousand compared to Euro 161,738 thousand at December 31, 2008. This figure is
inclusive of the distribution of the dividend of Euro 1,843 thousand for the year 2008 and a
negative exchange effect on consolidated net equity reserves of approx. Euro 1 million.

Consolidated Ratios
In order to provide an adequate illustration of the profitability of the business and of the
performance levels reached, we provide information below on the principal profitability ratios:

Profitability ratios 6/30/2009 6/30/2008
ROE (NET PROFIT/ NET EQUITY) 0.4% 2.9%
ROI (OPERATING RESULT/NCE) 2.4% 4.7%
ROS (EBIT/VP) 5.1% 8.2%

The ROE (Return on equity) was determined as the ratio between the Group net profit (NP) and
the Group net equity (NE) in the period.

The ROI (Return on investments) was determined as the ratio between the operating profit (OP)
and the net capital employed (NCE).

The ROS (Return on sales) was determined as the ratio between the operating profit (OP) and the
Value of Production (VP).

In order to provide an adequate illustration of the balance sheet and financial position of the Group,
we provide the following principal financial ratios:

Acid-test ratio 6/30/2009 6/30/2008

Current ratio 1.11 1.15

The current ratio is determined as the ratio between the current assets (Assets realisable and
Inventories) and the current liabilities (Short-term non financial liabilities).

Rotation ratios 6/30/2009 6/30/2008
Client days outstanding 94 115
(trade receivables / net revenues * 365/2)

Suppliers days outstanding 188 168
(trade payables / purchase of goods and services * 365/2)

The debt ratio is determined as the ratio between the net capital employed and the net equity and
shows the amount of the investments realised against the capital conferred (net equity).

Debt Coverage ratio 6/30/2009 6/30/2008

Debt Ratio (NCE/NE) 1.29 1.32
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Interest coverage ratio 6/30/2009 6/30/2008

EBITDA / Financial charges 5.80 6.25

Consolidated net financial position
The net financial position is as follows:

In Euro thousands

Description 6/30/09 3/31/09 12/31/08 6/30/08

Cash and banks 16,251 9,319 8,376 9,941
Securities and short-term financial receivable 267 268 268 109
Related parties loans - short term (13,349) (13,283) (13,194) (12,856)
Short-term bank payables & other lenders (48,170) (46,551) (46,078) (42,937)
Net financial position - short term (45,001) (50,246) (50,629) (45,743)
Medium/long term bank payables (148) (211) (210) (245)
Medium/long term - other lenders (50) (2,722) (1,813) (2,971)
Related parties loans - long term (840) (819) (804) (864)
Total medium/long term (1,037) (2,753) (2,827) (3,080)
Net financial position (46,039) (52,999) (53,456) (48,823)

The debt position at June 30, 2009 was Euro 46 million compared to Euro 53.5 million at
December 31, 2008.

In the half-year, the net financial position improved by Euro 7.4 million (Euro 7.0 million Free cash
flow in the second quarter of 2009, the second best quarter since the quotation of 2001). This data
is of even greater significance in that it is net of the payment of the 2008 dividend of Euro 1.8
million.

The cash flow generation from operating activities was extremely positive at over Euro 18 million;
the working capital in the first six months of the year, as illustrated in the cash flow statement as at
June 30, 2009 (and shown in the Consolidated financial statements section) generated liquidity of
Euro 12.3 million.
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Reconciliation of parent company and consolidated net equity and net profit for the period

In accordance with Consob Communication DEM/6064293 of July 28, 2006, a reconciliation is
provided between net equity and net profit at June 30, 2009 of the Parent Company and the
Consolidated net equity and net profit (share attributable to Group) at June 30, 2009 (in Euro

thousands):
6/30/2009

Description Share capital and Net result Net equity

reserves
Granitifiandre S.p.A. Net Equity 168,359 2,782 171,141
Reversal of dividends - - -
Difference between net equities of the participations
consolidated and their carrying values in the financial
statements of the Parent Company (2,429) (2,332) (4,761)
Elimination of the intergroup profits not yet realised net of
fiscal effect (811) 100 (711)
Changes effects (13,012) - (13,012)
Total net equity and result of the group 152,108 549 152,657
Minority interest share of net equity and result 3,741 (206) 3,534
Total net equity (consolidated) 155,848 343 156,191
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Information on the Group companies

GranitiFiandre S.p.A. The parent company GranitiFiandre S.p.A. recorded sales in the first half of
Euro 52.1 million compared to Euro 67.1 million in the first half of 2008.

The Ebitda in the first half of 2009 amounted to Euro 7.6 million (Euro 10.9 million in the first half of
2008) with a sales margin of 14.6%.

The Ebit amounted to Euro 5.1 million (Euro 8.1 million in the first half of 2008) with a sales margin
of 9.8%.

The net profit in the first half of 2009 was Euro 2.8 million (Euro 4.4 million in the first half of 2008)
with a sales margin of 5.3%.

These results are considered very positive, both in light of the global economic situation and in
terms of the operational results achieved in the containment of costs and the generation of positive
cash flow which improved the net financial position (Euro 46.7 million at June 2009 compared to
Euro 50.6 million at December 2008).

Porcelaingres. The turnover of the German subsidiary Porcelaingres for the first half-year
amounted to Euro 15.5 million compared to Euro 14.7 million in the first half of 2008 (+5.4%)
continuing the growth seen throughout 2008. Sales growth therefore continued to be positive,
despite the difficult background, further confirming the choices and considerable commercial
investments made to promote and develop the Porcelaingres brand.

Positive margins, although in the presence of significant commercial and promotional investments,
with Ebitda in the first half-year of Euro 2.6 million and a sales margin of 16.8%, while in the first
half of 2008 the Ebitda was Euro 3.1 million with a sales margin of 20.7%. The performance in the
second quarter was even stronger, with an Ebitda of Euro 1.5 million and a sales margin of 19.2%.

The Ebit in the first half-year was Euro 1.4 million with a sales margin of 8.7%, while in the first half
of 2008 the Ebit was Euro 1.9 million with a sales margin of 12.7%. The Ebit performance in the
second quarter was also strong amounting to Euro 0.9 million, equal to a sales margin of 11.8%.

The net result in the first half of 2009 was a profit of Euro 0.8 million. The expectations of the
German subsidiary Porcelaingres are positive, based on turnover growth of 20% in July over the
corresponding month of 2008 and also higher margins related to the increased turnover.

StonePeak Group. The sales of the StonePeak Group in the first half of 2009 amounted to USD
31.7 million compared to USD 29.8 million in the first half of 2008 an increase of 6.3% on 1H
2008.

The Ebitda in the half-year was USD 1.2 million with a sales margin of 3.6%.

These results, in the context of the global economic climate and the American real estate market,
are however to be considered positive and strongly counter the overall sector performance in North
America.

In relation to the commercial activities, we highlight that StonePeak is completing the order
acquired in 2008 for the largest supermarket chain in the world for a value of over USD 12 million.
At June 2009, approx. 50% of the order had been delivered, generating significant cash flow. The
balance is expected to be delivered in the second half of 2009.
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Therefore, the growth prospects of the American subsidiary continue to be positive also thanks to
strong expectations for the second half of 2009 and an order backlog almost doubling on the same
period of 2008.

e« Commercial companies

Savoia Canada performs agency, distribution and logistic services in the Canadian market; in
particular, it oversees the distribution in the local markets where it has warehouses, offices and
showrooms: namely at Toronto, Montreal and Vancouver.

In recent years, the company has acquired significant market share, particularly in the non-
residential sector, thanks to the quality of the range of materials and services which is now offered
throughout Canada.

The company recorded revenues in the first half-year of 2009 of over CAD 5 million. Important
investments have been made in marketing, in order to promote the new production of the American
factory StonePeak, where the company’s objective is to become the principal distributor in the
Canadian market. The opening in June 2009 of the new showroom in the centre in Toronto will
promote high group brand visibility and the direct sale to the final consumer, allowing the reaching
of higher margins.

For the subsidiary Techgeo, the key objective is to develop the sales of Granitifiandre materials in
the valuable Spanish market. Techgeo in the first half of 2009 recorded sales of approx. Euro 1
million (Euro 1.2 million in the first half of 2008).

The companies Geologica Milano and Geologica Parma each manage a Geologica brand
outlet; they are companies in which the minority shareholders are the principal distributors of
Granitifiandre materials in the market place.

The objective of the brand outlets is that of promoting the Granitifiandre brand in the territory,
providing a service to architects and designers and also of developing the residential market.

» Service companies

The subsidiaries Technoposa, Ceramiche Riunite and Technopose & Bedel principally operate
in the field of installation and turnkey services for their clients. Technopose & Bedel and
Ceramiche Riunite also sell ceramic materials.

The installation service, as previously described, is a post-sales service that contributes to
creating value to the offer of a turnkey service concept and is a fundamental part of the strategy
of ensuring loyalty and customer satisfaction. In fact, with the installation service, the
GranitiFiandre Group wishes to increase its competitive advantage, extending the value chain
while at the same time developing its core business activities.

Through the subsidiary Floornature, the GranitiFiandre Group has an operating structure based
on internet technology - a strategic tool for the management of relationships with architects and for
the diffusion and promotion of the products and services offered.
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Inter-group transactions and with related parties

The transactions with related parties, including inter-company operations, are not atypical or
unusual and form part of the ordinary business activities of the companies of the Group. These
operations are regulated at market conditions and take account of the characteristics of the goods
and services provided.

The information on transactions with related parties including those requested by Consob
Communication of July 28, 2006 are shown in the paragraph Transactions with related parties in
the notes to the condensed consolidated half-year financial statements at June 30, 2009.

Treasury shares
The parent company Granitifiandre S.p.A. does not hold treasury shares. The subsidiary
companies do not hold shares in Granitifiandre S.p.A.

Environment, personnel and sector regulations

The activity of production, manufacture and sale of ceramic materials for flooring and walls is not
currently subject to specific sector regulations. However, in consideration of the use of chemical
substances, environmental regulations assume significant importance, especially for the treatment
of the materials, for emissions and for waste disposal.

The Group closely monitors the risks deriving from regulations concerning the environment and
personnel and any situations which could arise in operations are treated in accordance with
regulatory norms.

With reference to personnel, the Granitifiandre Group protects the health and security of its
workers in accordance with current regulations on workplace health and safety.

The group at June 30, 2009 had a workforce of 876 employees (1,058 employees at December 31,
2008). The decrease is principally related to the exit from the consolidation scope of the
Hydrodesign Group (average number of employees in 2008 of 185).

In order to undertake the restructuring and modernisation of the production plant, an operation
necessary to install the new lines which will permit GranitiFiandre to offer new formats to the
market, a request was made to the special government layoff benefit scheme for the temporary
stoppage of part of production for March and for two weeks in April.

MANAGEMENT OF RISKS

In application of the disclosure obligations for listed companies, Law No. 262/2005 amended the
Issuers Regulations, introducing the requirement for the directors of the stated companies, to
identify, evaluate and manage the risks relating to the carrying out of corporate activities. The
principle risks are identified as follows:

Risks connected to the general conditions within the economy

Following the financial turbulence in the second half of last year, and also in the first half of 2009,
the financial markets were characterised by extreme volatility with severe implications for the entire
economy. The significant and widespread deterioration of market conditions was accentuated by a
strict and generalised difficulty in credit availability, both for consumers and for businesses and
which led to a lack of liquidity which affected the industrial development of many businesses. If this
situation of weakness and uncertainty should continue into the future, the activities and the outlook
of the Company could be negatively affected, with a consequent negative impact on the economic,
balance sheet and financial situation.

In this situation, all forecasting becomes difficult and consequently the financial and economic
situation of the Group may be negatively impacted by the volatility of the financial markets and by
the consequent deterioration of the capital markets, by the increase in energy prices, by
fluctuations in raw material prices and by adverse fluctuations in specific factors such as interest
rates, foreign exchange rates and government policies.
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In addition, a significant part of the production and sales activities of the Group are outside of the
European Union. Therefore, the Group is exposed to the risks relating to operating on a global
scale, including the risks relating to exposure to local economic conditions and politics and to the
implementation of restrictive import and/or export policies.

Risks connected to credit, liquidity and exchange and interest rates

In relation to the Group s exposure to credit, liquidity, exchange and interest rate risk, reference is
made to the note attached to the present financial statements under which the information required
by IFRS 7 is disclosed.

Risks connected to the market in which the issuer operates

Competition risks:

The markets in which the Group operates are highly competitive in terms of product quality,
innovation, economic conditions, energy efficiency, reliability and security. The Group competes in
Europe and in North America with other important international groups, as well as with various
local operators.

The success of the activities of the Granitifiandre Group will depend on its capacity to maintain and
increase market share where it currently operates and/or expand into new markets through
innovative products and high quality standards which guarantee adequate profit margins.

The principal global producers of ceramic materials for flooring and walls apart from the Italian
producers are: (i) localised producers in the countries of the Far East, particularly competitive on
price and focused on the lower end of the market; (ii) Spanish producers, some of which are able
to compete at the higher end of the market, with average prices lower than the Italian companies,
thanks to lower production costs. The Group considers that the positioning on the higher and
luxury end of the market where entry is difficult for low cost producers, its brand reputation, the
wide range of its product lines and the particular care and attention to design represent the
competitive advantages against these competitors. However, it cannot be excluded that the
intensification of competition may have negative effects on the economic and financial results of
the Group in the medium-long term.

Raw material cost risks:

Raw materials utilised in the production of ceramic materials for flooring and walls such as
methane, energy and clay, amount to approx. 25.0% of the value of production. An unforeseen
increase may have a negative effect on the economic results of the Group in the short-term. The
Group considers that the review of the price lists, as well as the positioning of the Group in the high
and luxury end of the market and therefore less sensitive to such changes, may offset the effects in
the medium-term.
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Sales information

Brand shops

Brand shops currently number over 70 outlets, principally in franchising, with a further 30 spaces
with a GranitiFiandre Shop lay out.

The months of June and July saw important and strategic openings for the brand shops. On June
8, Paris saw the consolidation of the historic collaboration with the subsidiary Technopose & Bedel,
through a new exclusive exposition space solely of architectural forms, designed specifically for the
French public. On the 25", it was the turn of Toronto, where in a prime location in the heart of the
design and shopping district, Savoia Canada in the presence of more than 400 professionals
opened a new showroom, creating a new meeting point for Canadian architecture. Finally on July 2
and 3, in the distant Sol Levante, near Shibuya in the centre of Tokyo, the new Geologica Shop
opened its doors to more than 300 architects, and housed them for 2 consecutive days. 8 brand
shops will shortly be opened in China: once again GranitiFiandre marked its strong presence
globally in the Far East and its unmatched excellence of its products and corporate philosophy in a
productive area as active as the Chinese, demonstrating that what is labelled as the competition is
not to be feared.

Research & Development

The GranitiFiandre Group continuously engages in research and development - an activity which is
essential for the constant stylistic and technological renewal of the collections, as well as for
research into new materials to utilise in the making of the product. The new product lines
developed and currently being worked upon for 2009 should generate good volumes and margins.

The process of development of new products is based on the re-production of samples of quarry
materials, whether they be marble, granite or stone in which the morphology, colour, veining and
the visual contact between the base and surface is carefully studied. In addition, the
implementation of a new production line will permit the parent company to create prototypes and to
produce all GranitiFiandre brand articles at the Italian factory consequently terminating the
research, design and prototyped products made in part, in previous years, at the American and
German factories. The launching of the new Extreme and IQ Laying System productive lines
highlights the continued and renewed commitment to R&D. Extreme is a firm measure of the ability
of GranitiFiandre to respond to the needs of the design world: the input in fact came from
renowned international architects and their desire to increasingly work with materials which mimic
qguarry slabs, not just for aesthetic reasons, but also and particularly for the dimensions which
minimise leaks. The new line allows therefore for the creation of unique materials from an aesthetic
technological point of view in the revolutionary format 150x75: beginning with the 3 metre format
down to the 75x75 and consequent sub-formats.

IQ is a revolutionary installation system: it utilises a new methodology which through an intelligent
reading of the flooring, allows not just installation without adhesives (and therefore quicker and
cleaner) but brings significant advantages in the installation of the porcelain slab on an already
existing floor and allowing the removal to other locations, therefore an extremely easy, safe, clean
and quick system.

In addition, the prestigious international certification body Bureau Veritas following verifications in
accordance with LEED specifications granted GranitiFiandre the Conformity Certificate. The
LEED (Leadership in Energy and Environmental Design) which represents a measurement system
of the environment energy quality for the construction of high quality green buildings, was created
in the USA under the auspices of the US Green Building Council and has wide international
recognition.

In relation to the costs incurred for the development of the projects outlines above, the Parent
Company intends to avail also in 2009 of the tax credit under law 296/06 article 1, 280 284,
amended by law 244/07 article 1, paragraph 53 and 66 and in relation to the personnel costs the
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company intends to avail of the tax relief under IRAP article 11 of Legislative Decree No. 446 of
December 15, 1997, amended by article 17, paragraph 3 of Legislative Decree No. 247 of
November 18, 2005 enacted by law 296/06 article 1, paragraph 266.

Events

GranitiFiandre and Porcelaingres participated at the second edition of the MADEexpo held at Milan
between February 4™ and 7", one of the most important building and architecture trade fairs, with a
stand designed by Marco Morosini, world famous designer.

Also in February GranitiFiandre participated at the Surface Design Show of London, the most
important trade fair in the United Kingdom focussing on surfaces and on new research
technologies related to the design world, which attracted admiration from visitors thanks to the
large exposition stand which permitted a functional and complete vision of the full range of
GranitiFiandre materials.

With a view to the continued international expansion of the Group, GranitiFiandre simultaneously
participated at two important events in the sector: the Mosbuild trade fair in Moscow and Ceramic
China in Shanghai. Mosbuild is the largest building and interior design trade fair in Russia which
was held at the large trade centre of Expocentr di Krasnhaya Presnya in Moscow where
GranitiFiandre previewed the patented new products Jewel and Light Shape in Russia.

Ceramic China is a very important event in China for the ceramic sector, and was held at the
Shanghai New International Expo Centre where GranitiFiandre had a stand of approx. 200 sg.m.
and presented its new collections. The event, an integral part of the International Building &
Interior Design Festival , used the occasion to officially announce the agreement reached with the
General Government Commissioner for the Universal Exposition of Shanghai 2010 for the supply
of materials for the construction of the entire Italian Pavilion.

In April GranitiFiandre participated at the Fuori Salone held at Milan in conjunction with the
Salone del Mobile. This year the Fuori Salone circuit welcomed thousands of visitors and despite
the current economic difficulties the attendance exceeded all expectations, welcoming approx. 300
thousand visitors, with a large number of international guests.

The American subsidiary StonePeak in February participated at Surfaces Expo 2009 which was
held in Las Vegas and at the end of April at the Coverings trade fair held at Chicago, lllinois, the
most important American trade fair for flooring and wall covering in the ceramic and natural stones
sector.

At the beginning of the summer, GranitiFiandre participated in the 1% Open 2009, an 18 hole golf
tournament at the San Valentino Golf Club, an Open Doors concept for new meeting opportunities
with partners and designers from throughout the world and this year was the occasion for the
launching of the new Extreme product line, presenting the 1Q Laying System, the new and
revolutionary laying system, and the new Piasentina Extra and XL products, as well as the new
120x60 format of some of the colours of the New Ground collection. Finally, we highlight the
presence of GranitiFiandre at the annual edition of LEAF (Leading European Architects Forum)
which will take place in Berlin between September 2 and 4 and where the company will have the
honour to deliver the first 3 places for the Best Interior Design award, in front of over 400 architects
and designers.

The involvement at Cersaie (Bologna, September 29 - October 3) is also noted, where once again
the company will be one of the leading players from the global ceramic scene.
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Shanghai Expo 2010

From May 1 to October 31, 2010, the 2010 Shanghai Universal Expo will be held. The event will
see the participation of over 20 nations and international organisations and expects to welcome
over 70 million visitors.

GranitiFiandre was chosen as the Partner of the General Government Commission for the
Exposition and will supply the slabs necessary for the creation of the Italian Pavilion, designed by
the architect Giampaolo Imbrighi, which will occupy an area of 3,600 square metres and 18 metres
high. The Italian Marquee will present products and materials which will showcase the innovative
capacity, the dynamism and the excellence of Italy.

The visit of Professor Quintieri, on June 2 last at the offices in Castellarano marked the beginning
of the partnership between the Commission and GranitiFiandre and was the occasion to present
the innovative materials which will be utilised for the flooring of the Italian Pavilion.
The materials selected are some of the most recently created by GranitiFiandre: large format
slabs, 120x60 cm, of the NewGround collection in the Anthracite colour. The material represents
the attention to the environment and ecology of GranitiFiandre, as it fulfils the parameters of LEED
(Leadership in Energy and Environmental Design), the quality evaluation system in energy-saving
and environmental terms in the creation of ecologically sustainable buildings. The choice by the
Italian General Government Commission for Expo 2010, which effectively is the Olympics for
contemporary architecture, is a seal of approval on the innovation and research of our company.

The first stone of the Italian Pavilion was laid on Friday May 8 by Beniamino Quintieri, General
Government Commissioner for Expo 2010 in the park of the next Shanghai World Expo (May 1
October 31, 2010). The ceremony was carried out in the presence of the Italian Ambassador,
Riccardo Sessa, of the General Consulate of Italy in Shanghai, Massimo Roscigno and the
General Director of the Expo Organising Committee, Hong Hao.

GranitiFiandre has accepted this challenge and will present its most innovative, technologically
advanced and high level aesthetic products, which represents not only its brand, but also the entire
ceramic sector.

The choice of the Organising Body to include the company within the partners of the lItalian
Pavilion is the demonstration of the prestige and quality of the Made in Italy of GranitiFiandre:

Professor Beniamino Quintieri, General Government Commissioner for the World Expo of Shanghai 2010, visiting the
headquarters of GranitiFiandre in Castellarano (RE), where he signed with the Chairman and Chief Executive Officer,
Graziano Verdi, the partnership for the Italian Pavilion.
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Projects and commercial agreements

In the first six months of the year, the GranitiFiandre Group has once again carried out significant
projects as well as signing agreements with major commercial partners and key accounts
internationally and nationally. In particular on the overseas market the US subsidiary StonePeak
Ceramics acquired for 2010 an order from the largest supermarket chain in the world for a value of
over USD 12 million and for which it will supply the flooring for the new stores in North America of
approx. 400 thousand square metres.

The image was also updated of the car manufacturer Porsche, the new image of Gucci and a new
look created for a well-known supermarket chain in Switzerland. The design was carried out for the
coming openings of a leading men s luxury clothing brand and an agreement with the Unicredit
group, for which an ad hoc product was created for all of the new branches of the group.

Among the projects we highlight in Switzerland the first commercial, sporting and wellness centre,
created with slabs and mosaics for over 6 thousand metres, as well as the flooring in Russia of a
shopping mall for over Euro 700 thousand and the supply of Geologica brand materials to two
shopping malls in Romania and Hungary for a total of Euro 1 million. The XtraGranitifiandre brand
will also carry out prestigious works in Europe, for Friis Centeret of Alborg in Denmark for a project
worth over Euro 200 thousand.

In the overseas market, as well as the supply for the Convention Centre in Doha, GranitiFiandre
received a prestigious order for the creation of the MASDAR City of Abu Dhabi project, an eco-
sustainable city, without CO2 emissions and which entirely recycles waste products, designed by
Sir Norman Foster, and obtained also thanks to the recent certifications received by GranitiFiandre,
in particular the Bureau Veritas - LEED.

Savoia Canada, the distributing company for the Canadian territory, also obtained prestigious
orders, which in the first six months of the year as well as supplying the slabs for the flooring of the
airport in Calgary acquired an important order for more than USD 1 million for a shopping mall,
also in Calgary.

Finally, the Granitech division, which operates in the ventilated walls and floating floors sector,
completed the project at the new hospital at Saint Pierre di Aosta, creating the elevated floors for
the offices of the trucks division of Fiat and those relating to the Masdar project referred to above.

Subsequent events after the period end
At the date of the approval of the present half-year accounts, there were no significant subsequent
events to the end of the period.
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Outlook

The expectations of management for the second half of the year must take into consideration the
current difficult global financial and economic environment; however the efforts of the group, as
shown in the first half of the year, will be concentrated on the creation of strong cash flow, an
aspect which has always characterised the GranitiFiandre Group, in addition to maintaining
operating margins through the monitoring of costs.

In particular the parent company GranitiFiandre S.p.A. (-22.4% half-year revenues) in the coming
half-year will complete the important investment (Euro 12 million) relating to the new production
line for large formats of 150 cm x 75 cm which will permit the development of greater industrial
margins to the classic high-end collections of GranitiFiandre.

For the German subsidiary Porcelaingres (+5.3% revenues in the half-year), against the market
trend in Germany and in Eastern Europe, the second half-year is expected to report a continued
improvement in sales volumes based on growth in revenues in July of 19.8%.

Finally, in spite of the current US economy, there are also good expectations for the US subsidiary
StonePeak; similar to the first half of 2009 (+6.3% growth in revenues on the same period of the
previous year) also the second half-year is expected to report good sales volumes, which are
confirmed by growth in revenues in July of 3.7% and an order backlog at the beginning of August
double that of the same time last year.

Castellarano, August 28, 2009

For the Board of Directors
The Chairman

Graziano Verdi
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CONSOLIDATED FINANCIAL STATEMENTS

Reclassified consolidated balance sheet

(in Euro thousands)

06/30/2009 06/30/2008 12/31/2008
Non-current assets Note | IAS/IFRS % IAS/IFRS % IAS/IFRS %
Goodwill and intangible assets with non finite lives 1 7,495 9,884 9,691
Intangible assets with definite useful life 1 766 658 683
Property, plant and equipment 2 127,734 121,028 130,243
Equity investments 3 2,365 2,295 2,295
Financial assets 4 3,235 347 361
Tax receivables 5 385 373 406
Deferred tax assets 6 8,855 8,796 9,401
Trade receivables 7 1,326 1,213 1,507
Total non-current assets 152,161 | 50.6% 144,594 | 47.8% 154,587 | 49.7%
Current assets
Inventories 8 79,543 79,662 85,554
Current trade receivables 9 47,742 62,817 56,077
Current tax receivables 10 1,942 1,711 3,080
Current deferred tax assets 11 26 46 118
Current financial assets 12 591 219 298
Other current assets 13 2,663 3,708 2,886
Cash on hand and in bank 14 16,251 9,941 8,376
Total current assets 148,758 | 49.4% 158,103 | 52.2% 156,389 | 50.3%
Total assets 300,918 | 100.0% 302,697 | 100.0% 310,975 | 100.0%
Group Shareholders Equity
Share capital 15 18,431 18,431 18,431
Share premium reserve 16 106,431 106,431 106,431
Legal reserve 17 3,686 3,686 3,686
Other reserves 17 23,559 11,394 20,225
Profit (loss) for the period 17 549 4,165 6,147
Total Group shareholders equity 152,657 | 50.7% 144,106 | 47.6% 154,920 | 49.8%
Minority interest capital and reserves 17 3,741 6,249 6,433
Minority interest result 17 (206) 358 385
Tot. group & minority interest shareholders’ equity 156,191 51.9% 150,713 49.8% 161,738 52.0%
Non-current liabilities
Non current liabilities relating to personnel 18 6,893 7,955 7,564
Non current deferred tax liabilities 19 902 1,340 1,242
Long-term bank payables 20 148 245 210
Non-current provisions for risks and charges 21 1,702 1,303 1,734
Non-current financial liabilities 22 890 2,835 2,618
Other non-current payables 23 1 457 1
Total non-current liabilities 10,534 3.5% 14,136 4.7% 13,368 4.3%
Current liabilities
Current financial payables 24 14,257 13,431 13,759
Short-term bank payables 25 47,262 42,361 45,512
Current provisions for risks and charges 26 20 60 11
Current trade payables 27 59,586 66,642 63,577
Current tax payables 28 2,430 3,320 3,277
Other current liabilities 29 10,638 12,033 9,733
Total current liabilities 134,193 | 44.6% 137,848 | 45.5% 135,870 | 43.7%
Total liabilities & equity 300,918 | 100.0% 302,697 | 100.0% 310,975 | 100.0%
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Consolidated Income Statement
(in Euro thousands)

06/30/2009 06/30/2008 12/31/2008
INCOME STATEMENT Note | IAS/IFRS % IAS/IFRS % IAS/IFRS %

Revenues 30 95,219 101,885 203,803
Other revenues and income 31 4,765 4,095 8,316
Increase in internal work capitalised 526 29 19
Change in inventory of finished products 32 (4,200) 7,577 9,494
Costs for raw materials, ancillary,
consumables and goods 33 (23,195) (31,664) (60,606)
Services 34 (34,801) (40,921) (83,986)
Rents, leases and similar 35 (2,533) (2,329) (4,799)
Personnel costs 36 (21,784) (22,114) (42,790)
Changes in inventories of raw materials,
ancillary, consumables and goods 37 (611) 1,504 2,796
Other operating charges 38 (2,005) (2,274) (4,055)
EBITDA 11,381 | 12.0% 15,789 | 15.5% 28,191 | 13.8%
Amortisation & depreciation 39 (6,134) (6,251) (13,169)
Provisions & write-downs 40 (341) (73) (1,579)
EBIT 4,906 5.2% 9,464 9.3% 13,443 6.6%
Financial income 41 1,025 595 2,444
Financial charges 42 (1,962) (2,525) (4,576)
Result before taxes 3,969 4.2% 7,534 7.4% 11,311 5.5%
Income taxes 43 (2,119) (3,484) (5,395)
Result from continuing operations 1,850 1.9% 4,050 4.0% 5,916 2.9%
Result from discontinued operations 44 (1,506) | (1.6%) 473| 0.5% 617 | 0.3%
Result before minorities 344 | 0.4% 4523 | 4.4% 6,533 | 3.2%
Net profit/(loss) pertaining to minority
interests 206 (358) (385)
Group net result 549 0.6% 4,165| 4.1% 6,147 3.0%
Earnings per share in Euro 0.015 0.113 0.167
Diluted earnings per share in Euro 0.015 0.113 0.167
Number of shares 36,862,678 36,862,678 36,862,678
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Comprehensive Consolidated Income Statement
(in Euro thousands)

06/30/2009 06/30/2008 12/31/2008
STATEMENT OF COMPREHENSIVE INCOME
Group net result 549 4,165 6,147
Translation effect (*) (969) (5,053) 3,935
Total comprehensive income (420) (888) 10,082

(*) Exchange gains and losses recorded in the Consolidated Shareholders’ Equity under the
translation of financial statements in foreign currencies reserve.

CONSOLIDATED FINANCIAL STATEMENTS

CHANGES IN CONSOLIDATED SHAREHOLDERS’ EQUITY IN THE FIRST HALF OF 2008 AND THE
FIRST HALF OF 2009
(in Euro thousands)

Description Share Share Legal Other Translation  Reserve on Net Total
Capital Premium Reserve Reserve Reserve  Consolidation Result
Reserve of
the Parent
Company
January 1, 2008 18,431 106,430 3,686 31,396 (15,953) (7,304) 13,846 150,533

Allocation of profit:

Allocation profit - reserve 3,197 5,119 (8,316)

Allocation profit - dividends (5,529) (5,529)
Translation effect (5,053) (5,053)
consolidation profit carried forward 9 9
Net profit (loss) for the period 4,165 4,165
June 30, 2008 18,431 106,430 3,686 34,594 (21,006) (2,194) 4,165 144,106
January 1, 2009 18,431 106,430 3,686 34,594 (12,018) (2,350) 6,147 154,920

Allocation of profit:

Allocation profit - reserve 5,218 (1,843) (3,375)

Allocation profit - dividends (1,843) (1,843)
Translation effect (994) 25 (969)
consolidation profit carried forward 929 (929)

Net profit (loss) for the period 549 549
June 30, 2009 18,431 106,430 3,686 39,812 (13,012) (3,240) 549 152,657
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(in Euro thousands)

CONSOLIDATED CASH FLOW STATEMENT

Description 06/30/2009 06/30/2008 12/31/2008
A - OPERATING ACTIVITIES

Result of the period/year 549 4,165 6,147
Result pertaining to minority interest (206) 358 385
Amortization and depreciation 6,134 6,610 13,912
Net variation in employment leaving indemnity (672) (169) (559)
Net variation provisions (23) (256) 126
Write-down of intangible assets with non definite lives -- -- 595
Cash flow generated from operating activity before working capital

movements 5,782 10,708 20,606
Inventory 6,011 (7,247) (13,039)
Trade receivables 8,516 (4,594) 1,852
Tax and other receivables 2,020 185 (2,073)
Trade payables (3,991) 9,678 6,613
Tax and other payables (282) 1,918 (980)
Cash flow generated from working capital movements 12,274 41 (6,627)
Total (A) - Cash flow generated from operating activity 18,056 10,749 13,978
B - INVESTING ACTIVITY

Acquisition of intangible assets (283) (260) (443)
Acquisitions of property, plant and equipment (9,118) (5,183) (14,069)
Exchange effect on assets 946 4,491 (3,667)
Sales of property, plant and equipment and deconsolidation 6,945 105 387
Other net increases/decreases in non-current financial assets (3,239) (2,192) (1,126)
Total (B) - Cash flow from investing activity (4,749) (2,039) (18,918)
C - FINANCING ACTIVITY

Variations in equity accounts (3,052) (538) (511)
Exchange effects in equity accounts (994) (5,053) 3,935
Dividends (1,843) (5,529) (5,529)
Variations in long-term financial debts (1,790) (584) (836)
Total (C) - Cash flow from financing activity (7,680) (11,704) (2,941)
Net short term financial position at the beginning of the year (50,629) (42,749) (42,749)
Net change in short term financial position (A+B+C) 5,627 (2,984) (7,880)
Net short term financial position at the end of the year (45,001) (45,743) (50,629)

The net financial debt includes available liquidity less short-term bank debt, excluding the short-

term portion of medium/long term loans.
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GranitiFiandre
Notes to the Condensed Consolidated Half-Year Financial Statements
at June 30, 2009

Declaration of conformity

The present condensed half-year financial statements were prepared in accordance with IFRS
issued by the International Accounting Standards Board (1ASB ) and approved by the European
Union. IFRS refers to the International Accounting Standards (IAS) in force, as well as all
International Financial Reporting Interpretations Committee ( IFRIC ) documents issued and those
of the preceding Standing Interpretations Committee ( SIC).

Form and contents of the half-year financial statements

The half-year report at June 30, 2009 was prepared in Euro rounded to the nearest thousand and
is compared with the financial statements of the previous year and the consolidated half-year
report at June 30, 2008.

Differences of a Euro thousand could arise in the totals of the tables included in the balance sheet
and income statement accounts due to rounding.

The present consolidated half-year financial statements include:

— the consolidated balance sheet as at June 30, 2009 compared to the consolidated balance
sheet as at June 30, 2008. In particular, the balance sheet is classified in accordance with the
increasing liquidity format, in accordance with that decided on the transition to IFRS, which
shows current and non-current assets and current and non-current liabilities separately,
relating to the operating cycle of 12 months.

— the consolidated income statement for the first half of 2009, compared with the consolidated
income statement for the first half of 2008 and for the full year ended December 31, 2008 and
prepared by the nature of the expenses. The income statement shows, in accordance with that
decided on the transition to IFRS, the following intermediary results, not defined as accounting
measures within the IFRS accounting principles, as Management of the Group believe that this
constitutes significant information for the comparison of the financial results in the year for the
Group:

e Ebitda: this constitutes the net result for the period, before taxes, income/charges
derived from financial management, depreciation and amortisation and provisions and
write-downs of operating assets in the period;

e Operating profit: this constitutes the net result for the period, before taxes and
income/charges derived from financial management;

* Profit before taxes: this constitutes the result for the period, before taxes.

In addition, in accordance with Consob Resolution No. 15519 of July 27, 2006, the effects of
transactions with related parties on the balance sheet and on the income statement are shown in
the relative schedules, where significant.

« the comprehensive consolidated income statement for the first half of 2009,
compared with the comprehensive consolidated income statement for 2008 and the
consolidated income statement for the first half of 2008, presented as per the revised
version of IAS 1.

« the statement of changes in consolidated shareholders’ equity for the first half of
2008 and the first half of 2009;

* the cash flow statement for the first half of 2009, the first half of 2008 and the full
year 2008. For the preparation of the cash flow statement, the indirect method was
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utilised in which the profit or loss for the year is adjusted by the effects of non-
monetary operations, of any deferment or provision of previous or future receipts or
operating payments and by elements of revenues or costs connected with cash flows
deriving from investment or financial activities.

In addition, in accordance with Consob Resolution No. 15519 of July 2006, the effects on cash flow
of transactions with related parties are shown in the cash flow statement, where significant.

« the explanatory notes to the Condensed Consolidated Half-Year Financial
Statements.

The data used for the consolidation are taken from the financial statements of each individual
company, referring to June 30, 2009.

These financial statements were reclassified and adjusted, where necessary, in order to apply
uniform international accounting standards and uniform classifications within the Group.

Consolidation scope

GranitiFiandre S.p.A. is the holding company of a Group operating in the production and
distribution of vitrified stoneware materials for prestigious architectural solutions, with a wide-
ranging offer that also includes pre and post sales complementary services. GranitiFiandre S.p.A.
is directly controlled by the company Finanziaria Ceramica Castellarano with its registered office at
Modena, Via Canalino 16, share capital of Euro 1,200,230.72, which is in turn controlled by the
company lIris Due S.p.A., with its registered office at Modena, Via Canalino 16, share capital of
Euro 1,000,000.00.

The consolidation scope at June 30, 2009 includes the Parent Company GranitiFiandre S.p.A. and
the companies in which GranitiFiandre S.p.A. holds, directly or through subsidiary companies,
control or which in any case exercises a dominant influence.

Control is considered as the power to determine, directly or indirectly, the financial and operating
policies of an entity so as to obtain benefits from its activities. In the evaluation of control,
consideration is taken of the existence and the effect of potential voting rights that are effectively
exercisable or convertible. Subsidiaries are consolidated from the date in which control occurs until
the moment in which this control terminates. The companies included in the consolidation at June
30, 2009 are the following:

Condensed consolidated half-year financial statements page 40



GHANITIﬂIAHﬂHE

Explanatory Notes
at June 30, 2009

Share

%held (directly and

Company Head Office Currency Capital indirectly) Notes | Total Holding
Granitifiandre S.p.A. g_la_l;stellarano EUR 18,431,339 Parent Company
Porcelaingres Gmbh | Vetschau (D) EUR 48,200,000 99.99% 9) 99.99%
ﬁ]tg”epeak Ceramics ?Ueg’;’are usD 122,921,568 98.36% | 7)8) 98.36%
f[‘g“tecmra' Stone | pjiami (UsA) | USD 4,302 63.50%|  6) 37.48%
f[‘g“te‘:t“ra' IMPOrts | \riami (USA) | usD 8,617,550 60.00% | 2)3) 59.02%
ﬁlrc‘fhitea“ra' IMPOMS | \tiami (USA) | USD 335,728 100.00%|  4) 59.02%
Mediterranea LLC Miami (USA) UsD 645,507 100.00% 5) 59.02%
Ceramiche Riunite Sl ﬁ?fte”arano EUR 98,800 50.00%| 1) 50.00%
Techgeo SL ggﬂg”(%r‘s‘;e 2| eur 250,000 50.001% 50.001%
Geologica Parma Srl | Parma (IT) EUR 98,000 51.00% 51.00%
Technoposa Srl Ef?fte”ara”o EUR 99,500 51.00% 51.00%
Savoia Canada INC Toronto (CA) CAD 100,000 90.01% 11) 90.01%
g'.‘;""[\r.‘at”re'com :\:/:g(rjaer:]‘;se () |EUR 2,500,000 90.00% 90.00%
Geologica Milano Srl | Milano (IT) EUR 207,908 90.00% 10) 90.00%
Technopose & Bedel | o k) EUR 200,000 100.00% 100.00%

Sarl

(1) Ceramiche Riunite Srl is subject to dominant influence by the Parent Company;
(2) The value of the share capital derives from the value of 100% of the investment in Architectural Import Inc. conferred

by the shareholders;

(3) Architectural Import LLC is held 60% by StonePeak Ceramics Inc;
(4) Architectural Import Inc is held 100% by Architectural Import LLC;
(5) Mediterranea LLC is held 100% by Architectural Import Inc;

(6) Architectural Stone LLC is held 63.50% by Architectural Import Inc;
(7) Value includes increase in share capital in 2001 of USD 3 million made in Transceramica Ltd, incorporated in 2006
into StonePeak Ceramics Inc ;
(8) Value includes increases in share capital of USD 3 million, USD 15 million, USD 11.8 million and USD 80 million
made respectively in 2002, 2003, 2004 and 2007.
(9) Value includes increase in share capital of Euro 13 million and Euro 5.2 million respectively in 2003 and 2007,

(10) Value includes increase in share capital of Euro 30 thousand and Euro 81 thousand respectively in 2007 and 2009;
(11) The company is consolidated 100% on the assumption that the investment was acquired with the put and call
option contract which includes the commitment to acquire the entire investment by the end of the year 2009.

The consolidation scope of the GranitiFiandre Group at June 30, 2009 compared to December

31, 2008 has changed as follows:

- sale of the shareholding in the company Granitifiandre Praha Sro with registered offices in
Prague Czech Republic. The portion held at 12/31/ 2008 amounted to 66.0%;

- sale of 50% of the holding in the industrial company Hydrodesign Srl; this sale led to the exit
from the consolidation scope also of the indirect subsidiary Kaleydos Design S.I, whose share
capital was held 85% by Hydrodesign srl. The sale took place at a price of Euro 4.1 million, of
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which Euro 1 million received by GranitiFiandre S.p.A. on the signing of the contract. The
remaining Euro 3.1 million, deferred over a ten year period, was discounted in that the
receivable, not assisted by guarantees, from the acquiring company Finart S.p.A. is non-
interest bearing. The discount rate utilised was an IRS curve at 10 years + spread 0.5%. The
related discount charges recorded amount to Euro 591 thousand at the date of the operation.

- Granitifiandre S.p.A. acquired the residual portion of 6.02% in the subsidiary Technopose &
Bedel Sarl, therefore reaching 100%.

Basis of Consolidation

For the financial statements of the companies consolidated the method utilised was the full
integration method that consists of taking all of the items in the assets, liabilities and income
statement into account in their entirety, showing the quota relating to minority shareholders in
specific accounts in the consolidated net equity and income statement.

The criteria adopted for the consolidation were as follows:

The assets and liabilities, as well as the income and charges of the financial statements
consolidated under the full integration method are included in the financial statements of
the Group, without consideration of the holding in the subsidiary. In addition, the book value
of the investments were eliminated against the quota of net equity in the holding, attributing
to the minority shareholders, in separate accounts, their share of shareholders equity and
the net result for the period where the subsidiary was consolidated under the integral
method. Where necessary, adjustments are made to the financial statements of
subsidiaries in order to apply uniform Group accounting policies.

The positive differences resulting from the elimination of the investments against the book
net equity at the date of the first consolidation is allocated to the higher values attributed to
the assets and liabilities, and the residual part to goodwill. In accordance with the transitory
provisions of IFRS 3, the Group has modified the accounting criteria for goodwill from the
transition date.

Therefore, from January 1, 2004, the Group no longer amortises goodwill and applies
impairment tests.

The payables/receivables, costs/revenues between consolidated companies and the
gains/losses resulting from inter-company operations are eliminated, as are the effects of
mergers and the sale of business units between companies in the consolidation scope.

The quota of net equity and of the result for the period pertaining to minority shareholders
are recorded respectively in a separate account in Shareholders Equity Minority Interest
capital and reserves and in the Income Statement in the account Profit/(loss) pertaining to
minority interests .

Conversion into Euro of financial statements prepared in foreign currencies

The financial statements of foreign companies not within the Euro area are translated into Euro
applying the exchange rate at the end of the period to all assets and liabilities, and the average
rate for the income statement. The differences arising on translation are recorded in a separate
account in net equity - Translation reserve within Other reserves .

The exchange rates used are as follows:

06/30/09 12/31/2008 06/30/08
Average Period-end Average Year-end Average Period-end
Currency Exchange Exchange Exchange Exchange Exchange Exchange
rate Rate rate Rate rate Rate
CAD Canadian Dollar 1.6054 1.6275 1.5594 1.6998 1.5401 1.5942
USsSD US Dollar 1.3328 1.4134 1.4708 1.3917 1.5304 1.5764

Following the application of IAS 1 (revised 2007) the exchange differences of the foreign entities
were included in the comprehensive income statement.
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Accounting principles and valuation criteria

In the preparation of the present condensed consolidated half-year financial statements, prepared
in accordance with IAS 34 Interim Financial Reporting, the same accounting standards were
adopted for the preparation of the consolidated financial statements as at December 31, 2008,
except for those described in the subsequent paragraph Accounting principles, amendments and
interpretations applied from January 1, 2009

The preparation of the interim financial statements requires that management make estimates and
assumptions on the values of the revenues, costs, assets and liabilities in the financial statements
and on the disclosures relating to the assets and contingent liabilities at the interim balance sheet
date.

For greater detail on the most significant valuation processes for the Group, reference is made to
the paragraph Use of estimates .

If in the future these estimates and assumptions, which are based on the best current valuations
made by management, should be different from the actual circumstances, they will be modified
appropriately in the period in which the circumstances change.

It should also be noted that some valuation processes, in particular the most complex, such as the
determination of any loss in value of non-current assets, are generally made on a complete basis
on the preparation of the annual accounts, when all the necessary information is available, except
where there are specific indications of impairment which require an immediate valuation of any loss
in value.

Similarly, the actuarial valuations necessary for the determination of the employee benefit
provisions are normally calculated on the preparation of the annual accounts.

Business Combinations

Business combinations are recorded in accordance with the purchase method contained in IFRS 3.
The acquisition cost is measured at the aggregate of the fair values at the transaction date of
the assets given, liabilities incurred or assumed and of the financial instruments issued by the
Group in exchange for control of the company acquired, plus any costs directly attributable to the
business combination.

The identifiable assets, liabilities and contingent liabilities acquired by the company, which meet
the conditions for recording as per IFRS 3, are recorded at their fair value at the acquisition date
and the fiscal effect is recorded on the difference between the fair value and book value.

The positive difference between the acquisition cost and the quota held by the Group in the fair
value of these assets and liabilities is recorded, if justified as such, as goodwill and recorded in the
financial statements as an intangible asset. If the Group s interest in the net fair value of the
identifiable assets, liabilities and contingent liabilities recognised exceeds the cost of the business
combination, the excess is immediately recognised in the income statement as IFRS 3 does not
permit the recording of negative goodwill.

Minority interests in the companies acquired are initially measured at the fair value of the assets,
liabilities and contingent liabilities recognised.

Operations between parties under common control
The operations of business combinations involving entities or businesses under common control
are excluded from the mandatory application of IFRS 3.

In the absence of specific IFRS standards or interpretations for these operations, IAS 1.13 requires
in general terms that the financial statements provide a reliable and true representation of the
effects of operations, other events and conditions in accordance with the definitions and criteria of
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the Framework IFRS for assets, liabilities, costs and revenues and IAS 1.15 establishes the
obligation to select, in accordance with the provisions of IAS 8, appropriate accounting principles to
achieve the general objective of reliable and true representation.

In consideration of the fact that the IFRS do not specifically refer to these operations, it is
considered that the choice of the most appropriate accounting principle should be in accordance
with the general principles as outlined by IAS 8. In the choice of an accounting treatment which
enters within the conceptual scope of the Framework and which satisfies the criteria of IAS 8.10,
the critical element is that the chosen accounting principle for representing operations under
common control must reflect the substance of the operation, independent of their legal form and
without consideration of the separate legal identity of the parties.

The substance must consist of the generation of overall added value for the areas concerned (for
example: greater revenues, cost savings or synergies) which give rise to significant variations in
the cash flows pre and post operation of the assets transferred and, therefore, it is not significant
that the price paid relates to the economic value of the asset acquired. Therefore, the legal
structure in place to undertake the operation has insignificant importance.

This acceptance of economic substance is similar to the provisions contained in IAS 16 and 38 in
relation to commercial substance in exchange oper ations.

In accordance with that outlined above, the accounting treatment for the operations under common
control are therefore dependent on the evidence or otherwise of a significant influence on the
future cash flows of the net assets transferred for the entities concerned:

Operations which do_not have a significant influence on future cash flows of the net assets
transferred the principle of continuity of values

The application of the principle of continuity of values results in the recording in the balance sheet
of values equal to those that would result if the enterprises subject to aggregation had always been
merged. The net assets acquired must therefore be recorded at the book value held in their
respective accounts before the operation. In general terms, the subsequent accounting entries will
continue to carry the values utilised for the previous accounting.

However, where the transfer values are above the historical values:

. the acquirer/transferee will reverse the excess recording a decrease in its net equity, with
specific charge to a reserve, independent of the fact that the goodwill paid may have an
economic value;

. the seller/transferor will not record in the income statement any difference between the
transaction price and the pre-existing book value of the assets subject to the transfer, which
is however recorded under net equity.

Operations which have a significant influence on the future cash flow of the net assets transferred
In this case, the operation is recorded based on the new values established by the transaction.

Loss in value (Impairment)

At each balance sheet date, the Group reviews the carrying value of its intangible and tangible
assets to determine if there are indications that these assets have incurred a loss in value. When it
is determined that a potential loss exists, the Directors make valuations on the recoverable amount
of those assets in order to identify the potential amount of the loss. Where it is not possible to
make an estimate of the recoverable amount of an asset individually considered, the Group makes
an estimate of the recoverable amount of the cash-generating unit the asset belongs to.

The indefinite intangible assets, referring exclusively to goodwill, are subject annually to an
impairment test or whenever there is an indication of a possible loss in value.

The recoverable value is the higher between fair value less costs to sell and value in use. In the
calculation of the value in use, the estimated future cash flows are discounted on a pre-tax basis
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which reflects the market assessment of the time value of money and the risks specific to the
asset.

If the recoverable value of an asset (or a CGU) is considered lower than its carrying value, it is
reduced to its recoverable value. A loss in value shall be immediately recognised, unless the asset
is represented by fixed assets recorded on the transition to IFRS at revalued cost as replacement
of the cost, in which case the loss is recorded in the revaluation reserve.

When the reasons for the impairment no longer exist, the carrying value of the asset (or CGU)
except for goodwill is increased to the revised e stimate of its recoverable value. The new value
cannot exceed the net carrying value if no write-down for impairment had being recorded. A
reversal of an impairment loss for an asset shall be immediately recognised, unless the asset is
represented by fixed assets recorded on the transition to IFRS at revalued cost as replacement of
the cost, in which case it shall increase the revaluation reserve.

Goodwill

Goodwill is considered an indefinite asset and is not amortised, but is subject annually (or more
frequently if specific events or changed circumstances indicate the possibility of a loss in value) to
be tested for any reduction in value, in accordance with IAS 36 Reduction in value of assets
(impairment test). This is carried out at the Cash Generating Unit level to which management
attributes the goodwill. An impairment loss is recorded immediately in the income statement and is
not restated in a subsequent period.

When all or part of a previously acquired company (whose acquisition produced goodwill) is sold,
the corresponding residual value of goodwill is considered when calculating the capital gains or
loses generated by such sale.

Relating to the business combinations prior to the adoption date of IFRS, the company avails of the
option contained in IFRS 1 (paragraph 15 and appendix B) not to apply IFRS 3 relating to
acquisitions before the transition date. As a consequence, the goodwill arising from a business
combination in the past is not adjusted and recorded at the value determined on the basis of the
previous accounting standards, net of the accumulated amortisation up to December 31, 2003.

Intangible assets with definite life

The other intangible assets acquired or produced internally are recorded under assets, in
accordance with the provisions of IAS 38 Intangib le Assets, when it is probable that the use of
the asset will generate future economic benefits and when the cost of the asset can be determined
reliably.

An intangible asset is an identifiable non-monetary asset without physical substance, and capable
of generating future economic benefits. These assets are recorded at purchase and/or production
cost, including the costs of bringing the asset to its current use, net of accumulated amortisation,
and any loss in value. The amortisation begins when the asset is available for use and is amortised
systematically over the useful life of the asset.

The criteria adopted by the GranitiFiandre group, for the most significant sub-categories, are as
follows:

The licenses purchased and relating to software are capitalised on the basis of the costs incurred
for their acquisition and in bringing them to their current condition. The amortisation is calculated
on a straight-line basis over their estimated useful life.

The costs associated with the development and maintenance of software programmes are
recorded as costs when incurred. The costs which are directly associated with the production of
unique and identifiable software products controlled by the Company and which generate future
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economic benefits beyond one year are recorded as intangible fixed assets.

» Development costs
Research costs are charged to the income statement in the period in which they are incurred.

Internally generated intangible assets resulting from the development of Group products are
recognised only if the following conditions are met:

1. the asset is identifiable (for example, software or new processes);

2. it is probable that the asset created will generate future economic benefits; the
volumes, and expected prices indicate that costs incurred for development will
generate future economic benefits;

3. the development costs of the asset can be measured reliably, as the capitalised
development costs include only those expenses which can be directly attributed to
the development process.

The development costs capitalised are amortised on a straight-line basis, commencing from the
beginning of the production over the estimated life of the product.

When the assets generated internally may not be recorded in the balance sheet, the development
costs are recognised in the income statement in the year in which they are incurred.

For the GranitiFiandre Group, development activity is considered as a normal on-going application
of the research results for a continual and constant improvement of the materials produced.
Consequently, this activity is undertaken throughout the year in order to complete the production
range of materials of the company.

These costs are recorded as a cost when incurred, as the economic benefit is correlated to the
period.

» Patents, intellectual property rights and trademarks
A patent represents the exclusive utilisation right of an invention. The patents acquired for payment
are recorded in intangible assets and the purchase price can include incidental charges, such as
legal expenses for their protection. The amortisation period is the shorter between the right to use
the patent and the expected period of utilisation.

A trademark is a distinctive mark for the products of the company and is capitalised under
intangible assets only if purchased from third parties. The amortisation period is related to the
useful life of the products or the services, sold with the relative trademark. However, the
registration costs of a trademark generated internally may be recorded as an asset, but as
illustrated above, the brand may not be valued, as this may not be separated from the goodwill
generated internally.

The GranitiFiandre Group classified these registration costs under other intangible assets and the
amortisation period is related to the duration of the registration of the relative trademark.
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Property, plant & equipment

Property, plant and equipment are recorded at historical cost, including accessory costs, net of
accumulated depreciation and any loss in value. The costs include the best estimate, if a
significant amount, of the dismantling of and removal of the asset and reclamation costs of the site
where the asset is located, if in accordance with the requirements of IAS 37.

The costs incurred after the acquisition are capitalised only if this increases the future economic
benefits of the asset to which they refer. All the other costs are recorded in the income statement
when incurred. The charges incurred for the maintenance and repairs of an ordinary and/or cyclical
nature are directly charged to the income statement in the year in which they are incurred.

Assets under construction are recorded at cost in the account Assets in progress until the
construction is completed; on completion the cost is classified in the relative account and
depreciated.

Depreciation of property, plant and equipment is calculated systematically and on a straight-line
basis at depreciation rates representative of the economic-technical life of the assets, defined as
the future residual use. The annual depreciation rates used are as follows:

Categories Rates
Industrial buildings 3-4%
Other constructions 10 %
General plant 10 %
Specific plant 12 125%
Ecological plant 15 %
Kilns and fixtures 14 %
Various equipment 40 %
Office furniture and equipment 10-12 %
EDP Equipment 20 %
Automobiles 20-25%
Internal transport equipment 20 %

Land is not depreciated.

It should be noted that the calculation of depreciation, exclusively for the assets directly attributable
to production, was calculated on the basis of the production capacity, as permitted by IAS 16, as it
is considered more appropriate to plant not yet at full production levels.

Leasing

The assets acquired under finance lease contracts in which the majority of the risks and rewards
related to the ownership are transferred to the Group, are recorded, in accordance with IAS 17,
under the finance method which provides for the capitalisation of the original value of the asset
against the recording of a payable for the capital amount to the lender, and the charging of
depreciation in the income statement calculated in accordance with the economic/technical life of
the asset.

The lease payments are recorded, as a reduction of the debt for the capital portion and as an
expense in the income statement for the interest portion. The leased assets where the lessor bears
the majority of the risks and rewards related to an asset are recorded as operating leases. The
costs relating to operating leases are recorded in the income statement over the duration of the
lease contract.
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Equity investments and other non-current assets

Equity investments in other companies (normally with a holding of less than 20%) are initially
recorded at cost and adjusted to fair value at the balance sheet date, recording the difference in
equity.

Where there are no quotations available on an active market and the fair value cannot be
determined in a reliable manner, they are measured at acquisition cost.

Regular valuations are made in order to assess whether these investments have incurred a loss in
value. If there is evidence of a loss in value, the loss is recognised in the income statement.

Other non-current financial assets are comprised solely of assets that represent medium-long term
investments and are classified as held-to-maturity .

Held-to-maturity securities are financial assets with fixed or determinable payments and fixed
maturity that an entity has the positive intention and ability to hold to maturity - other than loans
and receivables generated internally.

Securities are initially valued at cost, which is the fair value of the amount paid. The transaction
costs (costs directly attributed to the acquisition of the securities) are included in the initial
measurement. Subsequent to initial recognition, the investments in securities are valued at
amortised cost.

Inventories

Inventory is measured at the lower of purchase price and/or production cost and market value less
costs to sell.

The purchase costs include the prices paid to suppliers and the directly attributable additional
costs.

Production costs include the expenses incurred in bringing the asset to its current location and
condition at the balance sheet date, which includes specific costs of the individual assets and
general production costs.

In particular, the valuation method used was the weighted average cost method. In order to
adequately represent the value of inventory in the financial statements and to consider losses in
value deriving from obsolete or slow moving materials, an obsolescence provision has been
created, recorded as a direct reduction of the value of inventory.

As already stated, the net realisable value may be lower than cost if they have become wholly or
partially obsolete, or if their selling prices have declined. In such cases, inventory is written down to
its net realisable value on the basis of a valuation made item by item. It should be noted that, when
a previous write-down is no longer justified, IAS 2 provides for the partial or total reversal of the
write-down.

Current financial assets

Financial assets other than those held to maturity are classified as held for trading or available-for-
sale, and are measured at the end of each period at fair value. When the financial assets are held
for trading, the gains and losses deriving from the changes in the fair value are recognised in the
income statement in the period; for the financial assets available-for-sale, the gains and losses
deriving from the changes in the fair value are recognised directly to equity until they are sold or
have incurred a loss in value; at that moment, the total gains and losses previously recorded under
equity are recognised in the income statement of the period.
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Receivables

Receivables are recorded at their estimated realisable value. These are regularly reviewed in
terms of maturity and seasonality in order to anticipate adjustments for unexpected losses. The
adjustment of the nominal value to the lower realisable value is made through a specific provision
to directly adjust the account on the basis of a detailed evaluation of the individual positions.

When the company concedes an extension to clients without interest, or when the receipt of the
receivable is expected in the medium term, the amount to be received is discounted to obtain the
real value of the sale, while the difference between the current value and the amount received
constitutes financial income to be recorded on an accruals basis and if necessary deferred to the
year of the receipt of the receivable.

Transactions in foreign currencies

The assets and liabilities valued in foreign currencies, with the exception of fixed assets, are
recorded at the exchange rates at the balance sheet date and the relative gains or losses on
exchange are recorded in the income statement with any net profit recorded in a specific non-
distributable reserve. Revenues and income, costs and charges related to currency transactions
are recorded at the exchange rate at the transaction date.

Cash and cash equivalents
Cash and banks are recorded at their nominal value and are not subject to obligations or
restrictions.

Provisions for risks and charges
Provision for risks and charges are recorded in respect of certain or probable losses or liabilities,
the amount or due date of which could not be determined at the balance sheet date.

The provisions are recorded in the balance sheet only when a legal or implicit obligation exists that
determines the commitment of resources to produce economic benefits for their compliance and a
reliable estimate of the amount can be determined.

Where the effect is significant, the provisions are calculated discounting the estimated future cash
flows at an estimated discount rate that reflects the current market assessment of the time value of
money and of the specific risks connected to the liability.

Therefore, the GranitiFiandre group has decided to discount the agents indemnity fund, in
accordance with IAS 37, applying a discount rate corresponding to the average cost of money for
the Group to the expected cash flows.

Employee leaving indemnity

The employee leaving indemnity provision at December 31, 2006 remains a defined benefit plan
with the consequent necessity for a periodic actuarial valuation, but excluding the component
relating to future salary increases.

The amount of the rights matured in the year by employees is recorded in the income statement
under the account personnel costs, while the notional financial charge which the company would
incur to acquire a loan on the market of an amount equal to the employee leaving indemnity is
recorded under financial charges only where required.

The actuarial gains and losses, representing the effects deriving from changes in the actuarial
assumptions adopted, are recorded in the income statement applying the so-called corridor
method, calculated through recording the net value of the actuarial gains and losses not recorded
which exceed 10% of the current value of the plan obligations.

The foreign companies of the Group do not have any pension plans.
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