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Group sensitivity to interest rate risk is illustrated in the table below (assuming that other variables,
specifically exchange rates, remain constant). The calculation of the sensitivity to the changes of
interest rate was made utilising the average debt for the year.

Situation as at 31/12/08 in Euro thousands

Summary of Loans and
Interest Rates

Situation as at 12/31/2008

10% Variation on
Interest Rates

Impact of Interest
Rates Variation

Interest Interest Interest

Year-end Average  income/(cos Average income/(cost Rate income/(cost

Balance Rate t) Rate Variation )
Related Parties Loan (13,998) 4.87% (682) 5.36% (750) 0.49% (68)
Government Loan (1,004) 3.93% (39) 4.32% (43) 0.39% 4
Bank Loans in USD (15,783) 3.46% (546) 3.81% (601) 0.35% (55)
Other Bank Loans (29,726) 4.75% (1,412) 5.23% (1,553) 0.48% (141)
Mortgages (213) 6.11% (13) 6.72% (24) 0.61% (1)
Leasing (1,375) 5.60% 77) 6.16% (85) 0.56% 8)
Financial Assets 58 5.49% 3 6.04% 4 0.55% 0
Cash 8,376 3.56% 298 3.92% 328 0.36% 30
Short Term Investments 268 4.25% 11 4.68% 13 0.43% 1
Total (53,398) (2,457) (246)
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ASSETS
Non- current assets

Consolidated Balance Sheet

1) Goodwill and Intangible fixed assets with definite life

The table below shows the movements in goodwill and intangible fixed assets with definite life in

the year:
Description 2008 2007
Historical Accumulated
L Net Value Net Value
Cost Amortisation
Intellectual property rights 2,579 (2,296) 283 332
Concessions, licenses, trademarks and similar 517 (197) 320 188
Goodwill 9,744 (53) 9,691 10,098
Intangible assets (other) 194 (114) 79 52
Total intangible assets 13,034 (2,660) 10,374 10,671
The movements in intangible fixed assets during the year are shown in the table below:
. . Other
Category of asset 12/31/2007 | Increases | Decreases | Amortisation 12/31/2008
movement

Intellectual property rights 332 175 (226) 2 283
Concessions, licenses,
trademarks and similar 188 203 (71) 0 320
Intangible assets 52 65 (54) 16 79
Sub total intangible assets
with definite useful life 573 443 (352) 18 683
Intangible non-current assets
with indefinite life 10,098 (595) 188 9,691
Goodwill 10,671 443 (595) (352) 206 10,374

The increases in intangible assets with definite useful life amounted to Euro 443 thousand and
principally relate to the completion of the investments made in improvements to the IT systems, as
well as the development costs of the new line (Xtra-Granitifiandre).

Indefinite intangible assets include the goodwill paid on the acquisition by the parent company
Granitifiandre S.p.A. of the Hydrodesign Group of Euro 2.1 million and of Savoia Canada totalling
Euro 4.1 million, as well as goodwill paid by the subsidiary StonePeak Ceramics Inc. of the
Architectural Group of Euro 3.4 million (including an increase on December 31, 2007 of Euro 188
thousand due to the exchange rate effect).

The recoverable value of the goodwill relating to the companies Hydrodesign Srl, Savoia Canada
Inc. and Architectural Import LLC was assessed through the determination of the value in use
(impairment test). In particular, these impairment tests were made on the basis of the 2009-2013
plans approved by the Board of Directors of the respective subsidiaries.

The impairment tests are based on business plans and on operating cash flow projections for five
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years (on the basis of the most recent budget forecasts for a similar period considering the
medium-long term sector growth rate), whose expected growth rates for the projected operating
results in the past were reviewed more prudently in light of the current uncertainty in the ceramic
sector, with a general lowering of the turnover objective and of the profit margins. The main
assumptions used for the calculation of the value in use related to the discount rate, the growth
rate and the expectations of changes in the sales prices and direct costs over the period taken for
the calculation.

The Group's Management has therefore adopted a pre-tax discount rate which reflects the current
market assessment of the time value of money and of the specific risks connected to the activity.

The changes in sales prices and direct costs are based on past experiences and on future market
forecasts.

The growth rates utilised to extrapolate projections of future cash flows beyond the most recent
budget/forecast periods are based on conservative growth forecasts for the industrial sector in
which the Group operates.

The negative GDP reported in the final quarters of 2008 together with pessimistic forecasts on the
rate of growth in the coming years has led Group Management to review the expected growth rates
of revenues and margins which were incorporated into the company business plans made in the
previous year.

The impairment test utilises a discount rate (WACC) on cash flows of 9% (8% at December 31,
2007), while the growth rate (g-rate) utilised for the estimate of the terminal value was 3% (6% at
December 31, 2007).

The current market situation in fact will not permit the achievement of the market objectives which
were based on the previous business plans and therefore resulted in a more conservative revision
of the economic targets. This will result in a slower time period in the achievement of the sales
targets set in the recent plans, with a consequent lower growth of the economic margins.

Based also on the more pessimistic assumptions regarding the business plans, the impairment
tests resulted in a write down of Euro 595 thousand with reference to the goodwill of the subsidiary
Savoia Canada while the other goodwill, listed above, remains unchanged and is recorded in the
accounts.

The table below shows the changes in the Equity Value on the principal assumptions (WACC and
Perpetual growth rate) relating to the companies that recorded goodwill paid on acquisition:

In Euro millions

Data in Euro millions WACC -1.0% WACC utilised WACC +1.0%
StonePeak Group 154.7 9% 104.6
Savoia Canada Inc. 6.9 9% 4.7
Hydrodesign SRL 9.4 9% 6.5
Perpetual -1.0% Perpetual utilised Perpetual +1.0%

StonePeak Group 119.2 3% 159.6
Savoia Canada Inc. 5.1 3% 7.1
Hydrodesign SRL 7.1 3% 9.7
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2) Property, plant and equipment
The details of tangible assets and the related depreciation provisions at December 31, 2008 are as

follows:
2008 2007
Description Historical Accumulated
L Net Value Net Value
Cost Amortisation
Land 8,543 (389) 8,155 7,577
Buildings 80,835 (35,275) 45,560 44,881
Plant and equipment 167,167 (99,367) 67,800 55,956
Industrial and commercial equipment 5,421 (3,986) 1,434 1,288
Other assets 11,161 (8,005) 3,156 3,310
Assets in progress and advances 4,138 4,138 1,590
Buildings under construction 12,059
Total property, plant and equipment 277,265 (147,022) 130,243 126,661

The movements in property, plant and equipment during the year are shown in the table below:

Asset category 12/31/2007 | Increases Decreases | Depreciation Others 12/31/2008
Net Value

Land 7,577 0 - (103) 681 8,155
Buildings 44,881 900 (29) (2,576) 2,375 45,560
Plant and equipment 55,956 7,596 (280) (9,373) 13,901 67,800
Indgstrial and commercial 1,288 618 (87) (528) 144 1,434
equipment
Other assets 3,310 754 - (980) 72 3,156
Assets in progress and advances 13,649 4,201 - (13,712) 4,138
Total property, plant and 126,661 14,069 (387) (13,561) 3,461 130,243
equipment ’ ’ ’ ’ ’

Property, plant and equipment as at December 31, 2008 increased by Euro 14.1 million, principally
due to the investments in the third production line by the subsidiary StonePeak Ceramics for Euro
5.2 million in addition to a first part, for Euro 3.3 million, of the investment at the Italian factory for a
new production line which will enable the production of a new format of 150 cm x 75 cm. This
investment, which was budgeted for Euro 12 million, is expected to conclude in 2009.

In addition, the increases in tangible fixed assets related to improvements on plant, infrastructure
and the implementation of maintenance programmes on the existing production capacity and made
in particular at the Italian and German factories amounted to Euro 3.5 million and Euro 1.4 million
respectively.

In order to benefit from fiscal incentives otherwise not available in relation to property tax which
must be paid on company assets and consequently favour investment in production, the assets of
the American factory (land, buildings and machinery) were leased from a state body that provides
for the full passage of ownership on the expiry of the lease on January 1, 2012 for an insignificant
and purely symbolic redemption value.

There were also net decreases in the period of Euro 387 thousand, principally relating to the sale
of the polishing plant and of production line number 1 at the factory of the Parent Company. The
account “other movements” for Euro 3.5 million is related to the exchange rate effect on the value
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of fixed assets in foreign currencies as well as the reclassification of assets in progress and
payments on account to the same category of assets.

There was also depreciation of Euro 13.6 million. 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.

Finally, it is recalled that the calculation of depreciation in the consolidated financial statements of
the GranitiFiandre group, in relation to the factories of StonePeak Ceramics Inc. and Porcelaingres
Gmbh and exclusively for the assets directly attributable to production were calculated on the basis
of the production capacity for the entire useful life of the asset, as permitted by IAS 16.

It is also noted that against the production investments at the German factory, total grants were
received in previous years of Euro 17.6 million recorded as a direct deduction of the investments
made and which will be credited to the income statement in line with the depreciation on these
assets.

3) Equity investments
The table below shows the changes in investments in minority shareholdings in the year:

Company 12/31/2007 | Increases | Decreases dvc\>/\:\|/tnes 12/31/2008

Dex SpA - 1,356 - - 1,356
Giulio Tanini SpA 984 510 (591) - 904
Consorzio Sicurezza Gruppo Iris Ceramica

Srl 15 - - - 15
Consorzio CONAI 0 - - - 0
Cerarte Codac Consorzio 0 - - - 0
Geologica Palermo Srl 4 - - (4)

Altre minori 1 19 - - 20
Total 1,005 1,885 (591) 4 2,295

The most significant investments refer to the companies Dex S.p.A. and Giulio Tanini S.p.A. From
January 2, 2008, the company Giulio Tanini S.p.A was partially spun off to the beneficiary Dex
S.p.A. Following the spin-off, Granitifiandre S.p.A. holds 7.5% in both Giulio Tanini S.p.A. and Dex
S.p.A..

On April 1, 2008, GranitiFiandre S.p.A. acquired a further shareholding of 7.5% in both Dex S.p.A.
and Giulio Tanini S.p.A. for a total value of Euro 1,275 thousand. At December 31, 2008, therefore,
the holdings of GranitiFiandre S.p.A. in both Dex S.p.A. and in Giulio Tanini S.p.A. amount to 15%.
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4) Other non-current financial assets
This account, amounting to Euro 361 thousand, principally includes long-term deposits as well as
the long-term portion of some financial assets belonging to the parent company Granitifiandre

S.p.A..

Description 12/31/2008 12/31/2007 Changes
Long-term security deposits 326 315 11
Details
- Portion loans > 12M loans receivables 28 193 (165)
- Portion loans > 12M employee loans 7 1 6
Total 361 508 (147)

5) Non-current tax receivables

The non-current tax receivables of Euro 406 thousand relate to income tax reimbursements
requested and related interest and interest on VAT reimbursements, principally due to the Parent
Company GranitiFiandre S.p.A. for Euro 346 thousand.

Description 12/31/2008 12/31/2007 Changes
IRES Receivables 12 12 -
IRAP Receivables 2 2 -
VAT Receivables 385 281 104
Other tax receivables 7 7 0
Total 406 302 104

6) Non-current deferred tax assets

This deferred tax asset relates to the difference between the sum of deferred tax assets and
liabilities based on the assets and liabilities taxable in future periods, calculated on the rates

applicable in each country.

Description 12/31/2008 12/31/2007 Changes
Ires deferred tax asset 1,790 838 952
Irap deferred tax asset 224 114 110
Deferred tax asset (foreign companies) 7,386 7,739 (353)
Total 9,401 8,691 710

The account principally includes the recording in 2004, 2005, 2006 and 2007 of the deferred tax
assets on losses realised in previous years by Porcelaingres Gmbh for a residual amount as at
December 31, 2008 of Euro 3,362 thousand, and in 2006 and 2007 for a total residual amount of
Euro 4,024 thousand for the losses carried forward in the subsidiary StonePeak Ceramics Inc.

The subsidiary StonePeak has matured further losses related to previous years that correspond to
a tax credit of USD 4.2 million, not recorded in the relative accounts or in the consolidated
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accounts as they do not presently have the requisites required by the applicable accounting

principles.

Deferred tax assets are also recorded of approx. Euro 0.3 million deriving from the reversal of

intercompany inventories.

7) Non-current trade receivables

The account relates to long-term trade receivables principally from the parent company

GranitiFiandre S.p.A. for Euro 1,383 thousand.

Description 12/31/2008 12/31/2007 Changes
Receivable from trade accounts: after more than one year 1,507 1,211 296
Total 1,507 1,211 296
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Current assets

8) Inventories

The breakdown is as follows:

Description 12/31/2008 12/31/2007 Changes
Raw materials 8,482 7,047 1,435
Packaging 1,106 930 176
Products in work in progress 1,841 1,868 (27)
Finished goods 72,633 62,270 10,363
Consumable goods 2,871 2,249 622
Held at third parties 711 569 142
Spare parts 1,530 1,268 262
Obsolescence provision (3,620) (3,686) 66
Total 85,554 72,514 13,039

Inventory levels at December 31, 2008 grew by approx. 17.9%, principally due to the slowdown of
sales in the year and the increase in the average cost of inventory from the rise in energy costs on
the previous year. This increase is principally attributable for Euro 4 million to the parent company
Granitifiandre S.p.A. and for Euro 6.5 million to the subsidiary StonePeak Ceramics Inc.

The value of inventory is shown net of write-downs for obsolete finished products or slow moving
products and an inventory obsolescence provision of Euro 3,620 thousand (Euro 3,686 thousand
as at December 31, 2007), as determined by Company Management based on the analysis carried
out to estimate the time and value of recovery based on historical experience and market
prospects for the different types of products.

The changes in the inventory obsolescence provision are as follows:

. Opening Other Final
Description Increases Decreases
P balance movements Balance
Inventory obsolescence provision 3,686 573 (701) 63 3,620
Total 3,686 573 (701) 63 3,620

The amount relating to other movements refers to the exchange effect on the provisions of the
companies in foreign currencies.
Inventories are not subject to obligations or restrictions on right of ownership.

9) Current trade receivables
The receivables included in current assets are detailed as follows:

Description 12/31/08 Inc% 12/31/07 Inc% Changes
Customers 50,166 89.5% 52,527 90.2% (2,360)
Related parties 5,911 10.5% 5,698 9.8% 212
Total 56,077 100.0% 58,225 100.0% (2,148)

Receivables from group companies relate to transactions of a commercial nature at market
conditions. The details are provided below:
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Description 12/31/08 12/31/07 Changes
Ariostea Spa 745 816 (71)
Iris Ceramica Spa 1,665 2,086 (421)
Consorzio Sicurezza Gruppo Iris Ceramica Srl 2 2 0
Iris US 2,565 2,769 (203)
Technokolla Spa 933 25 908
Total 5,911 5,698 212

For more details on business relationships with associated companies, refer to the section “related

parties”.

The changes in the doubtful debt provision are as follows:

_— Openin Other Final
Description P 9 Increases | Decreases
balance movements Balance
Provision for bad debts 2,001 566 (447) 3 2,118
Total 2,001 566 (447) (3) 2,118

Trade receivables are shown net of the provision for doubtful debts amounting to Euro 2,118
thousand (Euro 2,001 thousand at December 31, 2007), of which a provision of Euro 566 thousand
in the current year. The utilisation of the doubtful debt provision in 2008 was Euro 447 thousand.
The amount relating to other movements refers to the exchange effect on the provisions of the

companies in foreign currencies.

10) Current tax receivables

The breakdown of current tax receivables are as follows:

Description 12/31/08 12/31/07 Changes
IRES Receivables 485 1,298 (813)
IRAP Receivables 169 48 121
VAT Receivables 2,042 1,118 923
Other tax receivables 385 506 (122)
Total 3,080 2,971 109
At December 31, 2008, the tax receivables were recorded net of tax payables.
11) Deferred tax assets
The breakdown of deferred tax assets is as follows:

Description 12/31/08 12/31/07 Changes
IRES deferred < 12M 118 45 73
IRAP deferred < 12M - 1 1)
Total 118 46 72
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12) Current financial assets
The breakdown of current financial assets is as follows:

Description 12/31/08 12/31/07 Changes
Deposits 18 9 9
Current financial assets 250 700 (450)
- Portion < 12M loans receivable 30 47 17)
Total 298 756 (458)

The decrease of this account is principally due to the maturity of temporary liquidity investments of
Euro 450 thousand held by the Spanish subsidiary Techgeo SL.

There are also financial receivables of Euro 30 thousand relating to interest bearing loans granted
by the parent company GranitiFiandre S.p.A. as well as short-term deposits of the subsidiaries
Technopose & Bedel Sarl and Geologica Parma for Euro 16 thousand and Euro 2 thousand

respectively.

13) Other current assets
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Accrued Income 212 81 131
Prepayments 1,141 1,137 4
Payment on account and supplier advances 209 428 (219)
Receivables for employee advances 54 43 11
Receivables from social security institutions 81 69 12
Receivables for costs reimbursement 21 27 (6)
Other receivables 1,170 1,024 146
Total 2,886 2,809 78
14) Cash and cash equivalents
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Bank accounts 8,345 10,346 (2,001)
Cash 30 44 (14)
Cheques - 4 4)
Total 8,376 10,394 (2,019)

The cash movements for the year 2008, when compared to the 2007 financial year are outlined in
the Consolidated Cash Flow Statement as previously reported.

Reference should be made to the Directors’ Report on operations for an analysis of the net

financial position.
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Shareholders’ Equity

15) Share Capital
The share capital, fully subscribed and paid-in, amounts to Euro 18,431,339 and is composed of
36,862,678 shares with a nominal value of Euro 0.50 each.

The earnings per share (ratio between the consolidated net profit for the year and number of
ordinary shares issued), without taking into consideration non-recurring items, amounts to Euro
0.167.

16) Share premium reserve

The balance of Euro 106,431 thousand derives from two share capital increases in 2001 following
the listing of GranitiFiandre spa on the STAR section of the Milan Stock Exchange including a
share premium of Euro 7.5 per share.

17) Legal reserve
The account derives from the allocation of 5% of profits in previous years and has reached the
maximum of one fifth of share capital.

Other reserves
The other reserves include:

e the extraordinary reserve of the parent company and a special reserve under the Italian
legislation respectively of Euro 34,567 thousand and Euro 27 thousand; the increase
derives from the allocation of the profits for the year 2007 as approved by the Shareholders’
Meeting of April 23, 2008 which also approved the distribution of a dividend of Euro 0.15
per share — a total amount of Euro 5,529 thousand and the allocation of Euro 3,197
thousand to the extraordinary reserve;

¢ the translation reserve, amounting to Euro -12,018 thousand (Euro -15,953 thousand in
2007), includes the effects deriving from the conversion of financial statements of
subsidiaries in currencies other than that of the Euro;

e the consolidated retained earnings/accumulated loss reserve amounts to Euro -2,350
thousand.
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LIABILITIES
Non-current liabilities

18) Non-current employee leaving indemnity
The movement of the provision for employee leaving indemnity is shown in the following table:

Description 12/31/2007 Increases Decreases 12/31/2008
Employee leaving indemnity provision 8,123 354 (913) 7,564
Total 8,123 354 (913) 7,564

The employee leaving indemnity provision was measured in accordance with IAS 19, and is
considered a defined benefit plan; for these plans, IAS 19 requires an actuarial valuation using the
projected unit credit method. For the valuation of the employee leaving indemnity at 12/31/2008, an
actuarial calculation was made in accordance with this method, based on the employees in
employment at that date.

It was considered necessary to discount these benefits in accordance with IAS 19 for the parent
company GranitiFiandre SpA and for the subsidiary Hydrodesign srl, the only group companies
with pension plans considered to have significant values.

The most recent actuarial calculations on the fair value of the defined benefit provisions were made
at December 31, 2008 by Aon, an independent actuary.

The Group has also decided to record all the cumulated actuarial gains and losses existing at
January 1, 2004, although using the corridor method for subsequent actuarial gains and losses.

From January 1, 2007, the Finance Act and relative decrees enacted introduced important
amendments in relation to the employee leaving indemnity, among which is the choice of the
employee to determine where the leaving indemnity matured in the period is invested. In particular,
the leaving indemnity may be utilised by the employee for their own chosen pension scheme or the
employee may choose to leave the leaving indemnity in the company (in this case the company
pays the leaving indemnity contributions to an INPS treasury account).

The principal consequences deriving from the application of the new regulations is a different
treatment of Employee Leaving Indemnity after 12/31/2006: the post-2006 amount is considered a
Defined Contribution Plan (direct cost to the Income Statement without actuarial calculations),
while the amount matured until 12/31/2006 remains as a Defined Benefit Plan (and subject to
actuarial calculations).

The principal actuarial assumptions used for the estimate of the benefits to be paid on the
termination of employment relating to the employee leaving indemnity were the following:

Average discount rate: in accordance with IAS 19, actuarial assumptions must be based on market
expectations at the reference date. For the actuarial valuation at 12/31/2008, a discount rate of
5.0% was applied.

The discount rate is determined based on the yields of government securities over the medium and
long term period. Information on the yields of Italian government securities is published by the
Treasury Department. The discount rate adopted for the actuarial calculations also includes a risk
premium of about 0.5%, since IAS 19 allow for the use of yields on high grade corporate bonds,
which are generally higher than those of government securities of an equivalent duration.
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Discount rate:

2005- 4.20% annual;
2006- 4.50% annual;
2007- 5.00% annual;
2008- 5.00% annual.

Inflation rate: for the actuarial valuation at 12/31/2008, an inflation rate of 2.1% was applied.

The inflation rate corresponds to the average increase registered in the last 5 years on the
consumer price indices published by ISTAT for consumption prices of blue and white collar
families, since these are the indices that are used to determine the annual leaving indemnity

revaluation.

Annual inflation rate:
e 2005- 1.90% annual;
e 2006- 1.90% annual;
e 2007-2.00% annual;
e 2008- 2.10% annual.

Turnover: average 5.0%.

The amounts recorded relating to the parent company GranitiFiandre S.p.A. are reported below:

Reconciliation

Fair value of employee leaving indemnity as per IAS 19 as at December, 2007 6,920,944
Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 346,047
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -860,868
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 174,239
Fair value of employee leaving indemnity as per IAS 19 as at December, 2008 6,580,362
Balance sheet

Balance sheet as at December 31, 2007 7,338,145
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -860,868
Cost recognised in the income statement in the period 12/31/2007 to 12/31/2008 346,047
Balance sheet as at December 31, 2008 6,823,324
Cost charged to income statement for the year 2008

Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 346,047
Amortisation of the actuarial gains (-) / (+) 0
Cost recognised in the income statement in the period from 12/31/2007 to 12/31/2008 346,047
Amortisation of the actuarial gains and losses

Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2007 -417,201
Amortisation of the actuarial gains/losses from 12/31/2007 to 12/31/2008 0
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 174,239
Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2008 -242,962
Corridor of 10% of the liability as at 12/31/2008 658,036
Actuarial Gains (-) / Losses exceeding the corridor by 10% 0
Average residual period of service 14
Amortisation of the actuarial gains (-) / losses (+) 0
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The amounts recorded relating to the subsidiary company Hydrodesign srl are reported below:

Reconciliation

Fair value of employee leaving indemnity as per IAS 19 as at December, 2007 522,958
Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 26,148
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -74,646
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 10,703
Fair value of employee leaving indemnity as per IAS 19 as at December, 2008 485,163
0
Balance sheet 0
Balance sheet as at December 31, 2007 562,504
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -74,646
Cost recognised in the income statement in the period 12/31/2007 to 12/31/2008 26,148
Balance sheet as at December 31, 2008 514,006
0
Cost charged to income statement for the year 2008 0
Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 26,148
Amortisation of the actuarial gains (-) / (+) 0
Cost recognised in the income statement in the period from 12/31/2007 to 12/31/2008 26,148
0
Amortisation of the actuarial gains and losses 0
Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2007 -39,546
Amortisation of the actuarial gains/losses from 12/31/2007 to 12/31/2008 0
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 10,703
Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2008 -28,843
Corridor of 10% of the liability as at 12/31/2008 48,516
Actuarial Gains (-) / Losses exceeding the corridor by 10% 0
Average residual period of service 17
Amortisation of the actuarial gains (-) / losses (+) 0
The average number of employees in 2008 was 1,059 (1,016 in 2007) divided as follows:
. Average Actual
Description Av. No. Actual No. Av. No. Actual No. Change Change
2008 12/31/08 2007 12/31/07
Blue-collar 612 602 580 602 32 1
White-collar 415 425 404 406 8 22
Executives 32 31 32 32 (1) (1)
Total 1,059 1,058 1,016 1,040 39 22
The increases are principally related to the personnel employed in the new factories in Germany
and in the United States.
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19) Non-current deferred tax liabilities
The deferred tax liabilities relate to the future fiscal charges generated from the transition to the
international accounting standards. The movements on the individual accounts in 2008 are as

follows:
oL Increases/other
Description 12/31/07 Decr 12/31
escriptio /31/0 movements ecreases /31/08

Discounting employee leaving indemnity

provision 362 6 369
Reversal of depreciation on land 370 -- 370
Discounting agent's indemnity provision 81 (20) 61
Accounting of leases as per IAS 17 595 -- (153) 442
Total 1,408 6 173) 1,242

The breakdown of the deferred tax liability and the changes

from the previous year are shown

below:

Description 12/31/08 12/31/07 Changes
Long-term IRES 783 857 (74)
Long-term IRAP 50 50 0
Long-term foreign companies 409 502 (93)
Total 1,242 1,408 (167)
20) Non-current banks payables

Description 12/31/08 12/31/07 Changes
Secured loans (long-term) 210 263 (54)
Total 210 263 (54)

The account refers to the long-term portion of bank payables beyond 12 months; this amount
principally includes the long-term portion of a mortgage to purchase a residential property by the

subsidiary Savoia Canada of Euro 143 thousand.

There are no “covenants” relating to any financing agreements.

21) Non-current provision for risk and charges

The movements of non-current provisions for risks and charges are shown in the table below:

o ther
Description 12/31/2007 Increases Decreases mofl)emeen ts 12/31/2008
Agent's indemnity provision 330 119 (28) 421
Other provisions 1,221 300 (215) 7 1,313
Total 1,551 419 (243) 7 1,734
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The agent’'s indemnity provision is made on the basis of legislative provisions and collective
economic agreements and determined based on the estimates of future payments to be made
including on the basis of historical experience.

As they relate to payments that are estimated in the medium-long term period, they have been
discounted in accordance with the provisions of IAS 37, applying the expected cash flows at a
discounted interest rate of 3.59% corresponding to the average cost of money for the Group.

Other Provisions principally include provisions made in 2008 by the parent company GranitiFiandre
S.p.A. of Euro 50 thousand and by its subsidiaries Porceliangres, Ceramiche Riunite and
Floornature for a total of Euro 250 thousand. The reduction of the other provisions compared to
December 31, 2007 is principally due to the elimination of a liability relating to the subsidiary
Porcelaingres Gmbh from a methane supplier.

The account “Other Provisions” at December 31, 2008 amounted to Euro 1,313 thousand and
relates to disputes in course.

22) Non-current financial payables

Description 12/31/08 12/31/07 Changes
Payables for related parties loans 804 953 (149)
Payables to other lenders 1,808 2,430 (622)
Financial payables 6 17 (11)
Total 2,618 3,400 (783)

The account payables to other lenders, equal to Euro 1,808 thousand, includes payables of the
Parent Company for two loans, both provided by the ministry for production activities, for a total of
Euro 1,004 thousand, of which Euro 817 thousand non-current, payables to leasing companies for
the purchase of machinery by the subsidiary Hydrodesign for Euro 119 thousand and a loan of
Euro 872 thousand to the indirect Spanish subsidiary Kaleidos SL for the purchase of a building.
The account payables to related parties include a long-term loan from the group company Iris
Ceramica Spa to the subsidiary Savoia Canada Inc. of Euro 804 thousand.

23) Other non-current payables

Description 12/31/08 12/31/07 Changes
Trade payables - long term 1 11 (11)
Put-call options - 381 (381)
Total 1 393 (392)

The decrease of the payable relating to the put-call option, as previously described, is due to the
purchase of a further 10% in the subsidiary Savoia Canada Inc.
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Current liabilities

24) Current financial liabilities

Description 12/31/08 12/31/07 Changes
Payables for shareholder loans 13,194 12,542 652
Payable to other lenders 560 512 48
Other current financial payables 5 161 (157)
Total 13,759 13,215 544

Payables for shareholder loans, amounting to Euro 13,194 thousand, includes a payable of the
parent company GranitiFiandre Spa, to the shareholder Castellarano Fiandre Spa, a subsidiary of
the indirect parent company Iris Due Spa, against a loan of Euro 12,542 thousand at an interest
rate of Euribor at one year plus a spread of 0.25%; at December 31, 2008 the applicable rate was
4.225%.

The account other lenders includes the short-term portion of the two loans provided by the
production ministry to the parent company GranitiFiandre Spa totalling Euro 187 thousand, in
addition to the short-term portion of lease received by the subsidiary Stonepeak, Hydrodesign and
Kaleidos SL for a total of Euro 373 thousand, necessary for the acquisition of plant and machinery.

25) Current bank payables

Description 12/31/08 12/31/07 Changes
Bank and postal deposits 1,420 1,639 (219)
Advances on invoices 159 82 77
Foreign currency export downpayments 7,160 8,382 (1,223)
Bank loans (short-term portion) 36,766 30,532 6,233
Loans (short-term portion) 3 - 3
Other short-term bank payables 5 1 4
Total 45,512 40,637 4,876

Short-term bank payables relate to export advances in foreign currencies of the parent company
GranitiFiandre Spa, of Euro 7,160 thousand and a short-term roll over loan of Euro 28,100
thousand.

There is also a short-term credit line of USD 25 million granted to the subsidiary StonePeak
Ceramics Inc. and utilised for USD 12.0 million (Euro 8.6 million), in addition to loans of the
subsidiaries Hydrodesign srl of Euro 1,251 thousand, Technopose&Bedel of Euro 269 thousand
and Geologica Parma of Euro 269 thousand.

The cash flow statement is presented in the “Directors’ Report to the financial statements of
Granitifiandre S.p.A. and the consolidated financial statements” and indicates the overall changes
in the net financial debt. The financial movements of the year 2008, compared with the year 2007,
or rather the changes in the short-term net financial debt are shown in the consolidated cash flow
statement in the consolidated financial statements.
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26) Current provision for risk and charges

Description 12/31/2007 Increases Decreases 12/31/2008
Product warranty provision 68 (59) 11
Total 68 (59) 11

27) Trade and other payables

The account refers to the short-term trade payables of the GranitiFiandre Group with suppliers and
group companies. A breakdown is provided below:

Description 12/31/08 Inc% 12/31/07 Inc% Changes
Vendors 41,569 65.4% 40,065 70.3% 1,504
Related parties 22,008 34.6% 16,899 29.7% 5,109
Total 63,577 100.0% 56,964 100.0% 6,613

Payables to group companies concern commercial transactions at
information on such transactions, reference should be made to the section “Related parties”.

The details of the payables to group companies are as follows:

market prices. For further

Description 12/31/08 12/31/07 Changes
Ariostea Spa 3,622 3,150 472
Iris Ceramica Spa 17,495 13,426 4,069
Consorzio Sicurezza Gruppo Iris Ceramica Srl 102 85 17
Iris US 141 67 73
Technokolla Spa 648 171 478
Total 22,008 16,899 5,109
28) Tax payables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
IRES payables in current year 284 286 2
IRAP payables in current year 3 104 (102)
Income tax payables (foreign companies) 199 383 (184)
VAT payables in current year 518 437 81
Withholding tax 2,056 1,770 287
Other tax payables 217 80 137
Total 3,277 3,061 216
Consolidated Financial Statements — Explanatory Notes page 90




GHHHITIﬂIHHDHE

Explanatory Notes
at December 31, 2008

29) Other current payables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Payables to directors for emoluments 237 559 (322)
Payables to statutory auditors for emoluments 51 83 (31)
Payables to personnel for remuneration 4,753 4,580 173
Payables to social security institutions 1,877 1,905 (28)
Payables for purchase of investments - short term 442 395 47
Downpayments 1,524 1,363 161
Other payables 341 618 277)
Accruals 363 781 (418)
Deferred income 144 87 56
Total 9,733 10,371 (638)

The payable to employees relates to the salary for the month of December, bonuses matured, and

the amount for vacation days not taken.

Payables to pension and social security institutions relate to the payables for pension and social
security for obligatory contributions pertaining to the Group.

The payables for the purchase of investments refers to the short-term portion of the put-call option

relating to the purchase of the investment in Savoia Canada Inc.

Commitments and risks

At December 31, 2008, there were commitments on guarantees for a total of Euro 1,952 thousand
(Euro 1,252 thousand at December 31, 2007). The above-mentioned guarantees were granted by

the parent company GranitiFiandre S.p.A.
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Comments on the Consolidated Income Statement

Segment information

A segment is a distinguishable component of a Group that is engaged in providing similar
products or services (activity segment) or that supply products or services in a specific
economic area (geographic segment).

Within the GranitiFiandre Group, two areas are identified at primary level:

a) Vitrified Stoneware Segment. This sector is the principal business of the Group and is related
to the production and distribution of vitrified porcelain slabs as well as containing the Granitech
division operating in the ventilated walls and raised floors sector;

b) Other. The other segment includes the businesses of fitting and installation, polishing, semi-
finished products and processing and cutting.

It should be noted that a significant part of the turnover relating to the “Other” sector derives from
the marketing of “structural” products and services in order to achieve sales in the core business.
An important portion of turnover is also related to the semi-finished sales whose production is
exclusively made to optimise the production capacity of the plant. In consideration of the above,
the “Other” segment is not considered independent, but part of the principal segment.

In addition, the balance sheet values (assets, liabilities and equity) attributed to the “Other” sector
correspond to around 8.5% of the Group total, in percentage terms lower than the turnover.

The above-mentioned levels in turnover and of the balance sheet in the “Other” sector compared to
the Group total are not considered significant.

The secondary level of the GranitiFiandre Group is by geographic region as follows:
1) The Italian market;

2) The European market;

3) Rest of the World market.

The summary data of sales relating to the secondary segment is shown below:

In Euro thousands

Description 12/31/08 12/31/07 Changes Var. %
Italy 79,022 36.0% 88,713 38.7% (9,691) -10.9%
Europe 81,353 37.1% 73,632 32.1% 7,721 10.5%
Rest of the World 59,018 26.9% 67,088 29.2% (8,070) -12.0%
Total 219,393 100.0% 229,433 100.0% (10,040) -4.4%

Reference should be made to the Directors’ Report on operations for further information on the
different businesses in the various geographic regions in which the GranitiFiandre Group operates.
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The breakdown of the principal accounts in the income statement is shown below; the comparative

data for the previous year is also shown.

Value of production

Description 12/31/08 12/31/07 Changes
Revenues 219,393 229,433 (10,040)
Other revenues and income 9,377 4,796 4,581
Changes in inventory of finished products 8,471 6,326 2,145
Increases in fixed assets for internal works 22 23 )
Total 237,263 240,578 (3,315)
The breakdown is as follows:
Description 12/31/08 12/31/07 Changes %

Revenues 219,393 229,433 (10,040) -4.38%
- finished products ceramics 174,114 178,942 (4,828) -2.70%
- other finished products 11,139 15,450 (4,311) -27.91%
- services 34,140 35,041 (901) -2.57%
Changes in inventory of finished products 9,377 4,796 4,581 95.52%
- work in progress, semi-finished and finished 10,056 5,033 5,023 99.79%
- inventory provision (573) (331) (241) 72.93%
- Variation in contract work in progress (106) 94 (200) -213.21%
Increases in fixed assets for internal works 22 23 2 -7.16%
- internal work capitalised 22 23 ) -7.16%
Other revenue and income 8,471 6,326 2,145 33.91%
- others 1,163 693 470 67.81%
- commissions 69 90 (21) -23.71%
- reimbursements 3,775 3,506 268 7.66%
- prior period income 2,069 1,757 311 17.71%
- royalties 892 - 892 n.s.
- gains 280 81 199 246.93%
- operating grants 34 49 (15) -31.13%
- consolidation adjustments 1 2 Q) -50.48%
- rental 167 132 35 26.54%
- recovery of personnel expenses 22 15 7 44.09%
Total 237,263 240,578 (3,315) -1.38%
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30) Revenues from sales and supply of services
A breakdown of revenues by product line compared to the previous year is shown below:

Description 12/31/08 12/31/07 Changes %
Vitrified brand stoneware 162,507 171,353 (8,845) (5.16%)
Granitech Division - materials 3,799 2,492 1,307 52.47%
Branded products 166,307 173,845 (7,538) (4.34%)
Granitech Division - structure 8,027 5,278 2,749 52.09%
Branded products and structure 174,333 179,122 (4,789) (2.67%)
Vitrified stoneware - low range 4,520 5,461 (941) (17.23%)
Polishing services 7,693 8,244 (552) (6.69%)
Semi-finished products 13,412 14,964 (1,551) (10.37%)
Fitting and installation services 15,437 17,264 (1,827) (10.58%)
Cutting and processing 50 - 50 n.s.
Others 3,949 4,378 (430) (9.81%)
Other revenues 45,060 50,311 (5,251) (10.44%)
Total 219,393 229,433 (10,040) (4.38%)

The growth in revenues saw an increase in the contribution of brand materials and structure which

increased from 78.1% to 79.5% in 2008.

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

Description 12/31/08 12/31/07 Changes Cge %
Italy 38,593 23.2% 45,024 25.9% (6,431) -14.3%
Europe 71,052 42.7% 63,978 36.8% 7,074 11.1%
Rest of the World 56,662 34.1% 64,844 37.3% (8,182) -12.6%
Total 166,307(*%) 100.0% 173,845 100.0% (7,539) -4.3%

(*) at like-for- like exchange rates the branded sales would have amounted to Euro 169,964 thousand (-2.2%)

Reference should be made to the Directors’ Report on operations in relation to the comments on

the sales performance.

31) Other revenues and income
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Reimbursements 3,775 3,506 268
Prior period income 2,069 1,757 311
Others 1,163 693 470
Royalties 892 - 892
Gains 280 81 199
Rentals 167 132 35
Commissions 69 90 (21)
Operating grants 34 49 (15)
Recovery of personnel expenses 22 15 7
Consolidation adjustments 1 2 (1)
Total 8,471 6,326 2,145
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The increase in the account prior period income is in part due to the grant “as per Law 296/06” for
the research activities of the parent company GranitiFiandre S.p.A. and of the Italian subsidiaries.

The account royalties amounts to Euro 892 thousand, regulated by a specific contract, not present
in the year 2007, and refers to the compensation matured by GranitiFiandre S.p.A. for the
commercial and marketing management of Technokolla S.p.A., as described in the section

“Related parties” above.

32) Change in inventory
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Changes in inventories of work in progress, semi-finished and
finished 10,056 5,033 5,023
Variation in contract work in progress (106) 94 (200)
Inventory provision (573) (331) (241)
Total 9,377 4,796 4,581
Costs of production
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes

Services 88,413 82,319 6,094
Raw material, ancillary, consumables and goods 64,034 62,361 1,673
Personnel costs 48,010 47,357 653
Depreciation 13,912 13,825 87
Rents, leases and similar 5,169 5,013 156
Other operating charges 4,179 3,663 516
Provisions & write-downs 1,582 1,051 531
Change in inventory of finished products (2,640) (313) (2,327)
Total 222,660 215,276 7,383
Comments on the above accounts are provided below:
33) Raw materials, supplies and consumables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Raw materials 26,315 22,790 3,525
Finished products ceramics 16,029 19,616 (3,587)
Other finished products 15,320 13,490 1,830
Material for consumption / other 6,749 7,071 (322)
Bonus for purchases (-) (378) (605) 227
Total 64,035 62,361 1,674
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The cost for purchases of raw materials increased principally due to the increase in production
volumes at both the German and American factories. This account was also affected by increases
for charters and the transport of raw materials in general.
As a consequence of the increase in the internal production of the group, the account relating to
the purchase of finished ceramic products decreased.

34) Service costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Energy 22,375 19,945 2,429
Services from third parties 17,275 17,856 (581)
Transport 14,052 12,628 1,425
Services: Others 7,064 6,547 517
Maintenance and repairs 5,851 5,367 484
Advertising and promotion 5,709 4,827 882
Commissions 4,361 4,020 341
Personnel costs of third parties 2,985 2,409 576
Travel expenses 2,699 2,399 300
Directors and statutory auditors fees 2,026 2,624 (598)
Administration and consulting services 1,929 1,866 63
Commercial consultants 1,458 1,277 181
Insurance 628 554 74
Total 88,413 82,319 6,093

The increase in energy costs of 12.2% is almost exclusively attributable to the increase in the
average unitary cost of electricity and methane; in fact, at parity of average energy cost the
increase would have amounted to 1.1%. This increase, as illustrated in the Directors' Report, had a
negative effect on the margin for the year of over Euro 2.2 million.

The drop in service costs is related to the decrease in turnover for processing and cutting services.

The increase in transport costs is related to the significant increase in the cost of petroleum.
Maintenance costs rose by 9% on 2007.

The commissions, sales and advertising expenses increased due to the continual promotional
activities undertaken by the Granitifiandre group globally in order to strengthen the GranitiFiandre,
Porcelaingres and StonePeak brands. In relation to this, it is reported that the GranitiFiandre Group
was present at all the major world trade fair events (for further details on the commercial and
promotional activities, reference should be made to the “Events” section in the Directors’ Report).
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35) Rent, leases and similar costs

Description 12/31/08 12/31/07 Changes
Building rent 2,946 2,590 356
Vehicles rental 1,560 1,342 218
Rent, lease and similar costs 433 308 125
Equipment rental 231 774 (543)
Total 5,169 5,013 156

Rents, leases and similar costs principally include the rental and building costs; these costs
principally relate to warehouse rental and exposition areas of the commercial companies of the

Group.

36) Personnel costs

The increase in personnel costs is related to the increase in employee numbers, as illustrated

previously (see point 18 of the present notes).

Description 12/31/08 12/31/07 Changes
Wages and salaries 34,421 33,668 753
Social institutions costs 10,337 10,250 87
Costs for employees leaving indemnity 1,852 1,720 132
Temporary personnel costs 1,340 1,667 (327)
Other costs 60 52 8
Total 48,010 47,357 653
37) Changes in inventories of raw materials, ancillary and goods
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Changes in raw materials, supplies and cons. 2,640 313 2,327
Total 2.640 313 2.327
38) Other operating costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Others 2,223 1,971 252
Prior year charges 768 529 239
Indirect taxes 630 598 31
Stationary and printing 296 309 (13)
Losses on receivables 154 225 (71)
Losses on operational asset 109 31 78
Total 4,179 3,663 516
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39) Amortisation & depreciation

The breakdown of amortisation and depreciation are as follows:

Description 12/31/08 12/31/07 Changes
Depreciation of tangible assets 13,561 13,399 161
Amortisation of intangible assets 352 426 (74)
Total 13,912 13,825 87
40) Provisions and write-downs
The breakdown or provisions and write-downs are as follows:

Description 12/31/08 12/31/07 Changes
Write downs of goodwill 595 - 595
Provisions and write-downs of receivables 566 481 85
Provision for risks 330 563 (233)
Other provisions 90 7 83
Total 1,582 1.051 531

In relation to provisions, reference should be made to points 21) and 26) of the present notes.

In relation to write-downs of assets with indefinite useful life, reference should be made to point 1)

“Goodwill” of the present notes.

Provisions and write-downs refer entirely to bad debt provisions on consolidated trade receivables.
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Financial management

41) Financial income
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Exchange gains from valuations 1,133 2,973 (1,840)
Exchange gains realised 758 802 (44)
Bank interest income 437 527 (90)
Investment income 64 40 24
Other financial income 62 90 (28)
From current securities (no equity investments) 9 9)
Total 2,454 4,440 (1,986)

The exchange gains from valuation and realised gains were generated principally from the
movement in the Euro exchange rate with the US Dollar and in particular relates to the adjustment
of some loans in US Dollars by the parent company Granitifiandre S.p.A.

The exchange differences not realised from the conversion of foreign currencies at the end of the
period are recorded in the individual asset and/or liability accounts.

Investment income includes the dividends matured by the companies Giulio Tanini S.p.A and Dex

S.p.Ain relation to profits in 2007.

42) Financial charges
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Other financial charges: Interest on bank deposits 2,018 2,140 (122)
Other financial charges 1,422 1,038 384
Exchange losses: realised 870 3,406 (2,535)
Exchange losses: on valuations 425 549 (124)
Write-downs of equity investments 4 4 Q)
Total 4,740 7,136 (2,396)

The exchange losses from valuations and realised losses principally refer to trade receivables in
US Dollars of the parent company Granitifiandre S.p.A. and payables in Euro of the American
subsidiary StonePeak to plant suppliers for the investment relating to the third production line.
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43) Income taxes
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Current taxes 6,416 8,968 (2,552)
Deferred tax charge 644 1,515 (871)
Deferred tax income (1,276) (2,940) 1,664
Total 5,784 7,543 (1,759)

Deferred tax income is recorded net of deferred tax charges for each single consolidated company;

these are calculated based on the future taxation of temporary assessable differences.

Other information

Key data of the parent company
The ultimate holding company is Iris Due SpA, which controls Finanziaria Ceramica Castellarano
SpA, the parent company of GranitiFiandre S.p.A..
The principal results, with reference to the financial statements at December 31, 2007 of Iris Due

SpA, are as follows:

(in Euro thousand)

SUMMARY OF THE FINANCIAL STATEMENT AT 12/31/2007 OF THE COMPANY IRIS DUE SPA

Name

Registered offices

Iris Due S.p.A.

Modena — Via Canalino 16

Share Capital € 1,000,000
Fiscal and VAT 03019300361
number
REA 351000
SHAREH VALUE COSTS |AMORTIS| FINANCIAL | ADJUST [ EXTRAORDI [ INCOME PROFIT
ASSET | LIABIL. | OLDERS' |[SALES OF OF ATION & [ INCOME | MENTS NARY TAXES
EQUITY PRODUCT |PRODUCT | DEPREC. | (CHARGES) OF INCOME
ION ION VALUE | (CHARGES)
| 20,945| 389| 20,556| | | (68)| (5)| 1,744| (131)| | (182)| 1,362
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Directors and statutory auditors’ fees

The remuneration of the directors of Granitifiandre S.p.A. is shown in the table below. The column
“other remuneration” relates to the remuneration received as executive director. The column
“Bonuses and other incentives” includes the value of the variable incentives related to the
attainment of specific objectives. All amounts include social security charges.

Name and surname Description of office Remuneration
Office held Duration of Emolument for Non Bonus & Other
office the office monetary other  remuneration
benefits  incentives
Graziano Verdi Chairman and 1/1-12/31 419 6 282 344
Executive Director
Alberto Selmi Executive Director 1/1-12/31 350 -- 58 --
Mauro Tabellini Executive Director 1/1-12/31 52 -- -- --
Sergio Stefano Mascaretti Director 1/1-12/31 26 -- - -
Romano Minozzi Director 1/1-12/31 -- -- -- --
Roberto Nasi Director 1/1-12/31 26 -- -- --
Alfredo Scotti Director 1/1-12/31 26 -- -- --
Total 899 6 340 344

The data relating to the Statutory Auditors is shown in the table below:

Name and surname Description of office Remuneration
Office held Duration of Emolument for Non Bonus & Other
office the office monetary other remuneration
benefits  incentives
Edoardo Rossini Presidente 1/1-12/31 30
Rosa Carla Parisi Effettivo 1/1-12/31 23
Francesca Pagliani Effettivo 1/1-12/31 20
Total 73

The emoluments recognised to the directors and statutory auditors relate to activities performed for
Granitifiandre Spa and its subsidiary companies, with additional expenses to those recorded in the
parent company of Euro 19 thousand and Euro 3 thousand respectively.
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Disclosure pursuant to article 149 of the Consob Issuer’s Regulation

The following table, prepared pursuant to article 149 of the Consob Issuer’'s Regulations, reports
the payments made in 2008 for audit services and also other services carried out by the audit firm
and entities associated with the audit firm.

(in Euro thousand) Audit firm Company Fees 2008

Audit
Deloitte & Touche S.p.A. GranitiFiandre S.p.A 56
Deloitte & Touche S.p.A. Controlled companies 50
Network Deloitte Controlled companies 84

Other Services

Deloitte & Touche S.p.A. GranitiFiandre S.p.A 1) 1
Deloitte & Touche S.p.A. Controlled companies 1) 1
Network Deloitte Controlled companies 2) 1
Total 193

1) Services regarding "Modello Unico" and "Modello
770"

2) Taxes consulting

Significant non-recurring events and operations

During the year ended December 31, 2008 there were no events/operations within the indications
contained in Consob Communication No. DEM/6064293 of July 28, 2006. Management of the
Company considered “non-recurring events and operations” as those not considered to be related
to the normal activities of the company.

Positions or transactions arising from exceptional and/or unusual transactions

During the year ended December 31, 2008 there were no events/operations within the indications
contained in Consob Communication No. DEM/6064293 of July 28, 2006. As indicated in this
document “atypical and/or unusual operations” are transactions which for size/importance, nature
of the counterparties, nature of the transaction, method in determining the transfer price or time
period (close to the vyear-end) could have given rise to doubts in relation to: the
correctness/completeness of the information in the financial statements, conflict of interests,
safeguarding the company’s assets, protecting minority shareholders”.

*hkkkkhkhkhhkkkkhkiikkkkk

Castellarano, March 13, 2009
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Declaration of the Consolidated Financial Statements as per Article 81-ter of
Consob Regulation No. 11971 of 14 May 1999 and subsequent modifications and
integrations

The undersigned Graziano Verdi, as Chairman and CEO, and Dario Maggioni, executive
responsible for the preparation of the corporate accounting documents of Granitifiandre S.p.A.,
affirm, and also in consideration of article 154-bis, paragraphs 3 and 4, of Legislative Decree No.
58 of February 24, 1998:

e the accuracy of the information on company operations and
¢ the effective application,

of the administrative and accounting procedures for the compilation of the consolidated financial
statements for 2008.

In addition, we declare that the consolidated financial statements at December 31, 2008:

e corresponds to the underlying accounting documents and records;

e were prepared in accordance with International Financial Reporting Standards adopted by
the European Union and also in accordance with article 9 of Legislative Decree 38/2005
and provide a true and fair representation of the balance sheet, financial position and
results of the issuer and of the consolidated companies.

Castellarano, March 13, 2009

Executive responsible for the preparation Chairman and
of corporate accounting documents Chief Executive Officer
Dario Maggioni Graziano Verdi
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FINANCIAL STATEMENTS AT DECEMBER 31, 2008

GranitiFiandre Spa
Financial statements as at 12/31/2008
(Euro thousands)

BALANCE SHEET - IFRS

12/31/2008 12/31/2007
Non-current assets Notes % %
Intangible assets with definite useful life 1 365 343
Property, plant and equipment 2 30,935 29,721
Equity investments 3 150,535 150,722
Financial assets 4 119 267
Tax receivables 5 366 263
Deferred tax assets 6 1,205 54
Trade receivables 7 1,383 1,170
Total non-current assets 184,908 66.5% 182,540 67.3%
Current assets
Inventories 8 40,051 35,860
Current trade receivables 9 45,108 42,120
Current tax receivables 10 2,002 2,148
Current deferred tax assets 11 - -
Current financial assets 12 30 47
Other current assets 13 2,354 1,893
Cash on hand and in bank 14 3,795 6,652
Total current assets 93,340 33.5% 88,720 32.7%
Total assets 278,248 | 100.0% 271,260 | 100.0%
Group Shareholders Equity
Share capital 15 18,431 18,431
Share premium reserve 16 106,430 106,430
Legal reserve 17 3,686 3,686
Other retained earnings 18 34,594 31,396
Profit (loss) for the year 7,061 8,727
Total shareholders' equity 170,202 | 61.2% 168,671 | 62.2%
Non-current liabilities
Non current liabilities relating to personnel 19 6,823 7,338
Non current deferred tax liabilities 20 763 776
Non-current provisions for risks and charges 21 1,215 1,074
Non-current financial liabilities 22 817 1,004
Other non-current payables 23 - 381
Total non-current liabilities 9,618 3.5% 10,573 3.9%
Current liabilities
Current financial payables 24 18,289 17,071
Short-term bank payables 25 35,265 34,342
Current trade payables 26 35,993 31,462
Current tax payables 27 1,767 1,635
Other current liabilities 28 7,114 7,506
Total current liabilities 98,428 35.4% 92,016 33.9%
Total liabilities & equity 278,248 | 100.0% 271,260 | 100.0%
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FINANCIAL STATEMENTS AT DECEMBER 31, 2008

GranitiFiandre Spa
Financial statements as at 12/31/2008
(Euro thousands)

INCOME STATEMENT - IFRS

12/31/2008 12/31/2007

INCOME STATEMENT Notes % %
Revenues 29 129,038 130,859
Other revenues and income 30 6,401 4,491
Increase in internal work capitalised 19 23
Change in inventory of finished products 31 2,767 598
Costs for raw materials, ancillary, consumables
and goods 32 (42,577) (38,675)
Services 33 (45,247) (42,749)
Rents, leases and similar 34 (1,964) (1,785)
Personnel costs 35 (27,343) (27,278)
Changes in inventories of raw materials, ancillary,
consumables and goods 36 1,423 (51)
Other operating charges 37 (1,613) (1,321)
EBITDA 20,904 | 16.2% 24,111 | 18.4%
Amortisation & depreciation 38 (5,536) (5,574)
Provisions & write-downs 39 (1,989) (610)
EBIT 13,378 |10.4% 17,928 |13.7%
Financial income 40 1,243 4,169
Financial charges 41 (3,299) (5,029)
Profit before taxes 11,322 | 8.8% 17,067 | 13.0%
Income taxes 42 (4,261) (8,341)
Net profit for the year 43 7,061 | 5.5% 8,727 | 6.7%
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GranitiFiandre Spa
Financial statements as at 12/31/2008
(Euro thousands)

FINANCIAL STATEMENTS AT DECEMBER 31, 2008

CASH FLOW STATEMENT - IFRS

CASH FLOW STATEMENT

Description 2008 2007
A - OPERATING ACTIVITIES

Net profit for the year 7,061 8,727
Amortization and depreciation 5,536 5,574
Net variation in employment leaving indemnity (515) (463)
Net variation provisions 141 393
Devaluation of non-current assets 1,488 -
Deferred Tax assets (1,164) 1,196
Cash flow generated from operating activity before working capital

movements 12,547 15,427
Inventory (4,191) (547)
Trade receivables (3,201) 2,671
Tax and other receivables (418) (1,869)
Trade payables 4,531 56
Tax and other payables (641) 391
Cash flow generated from working capital movements (3,920) 702
Total (A) - Cash flow generated from operating activity 8,627 16,129
B - ATTIVITA' DI INVESTIMENTO

Acquisition of intangible assets (243) (92)
Acquisitions of property, plant and equipment (6,830) (3,473)
Sales of property, plant and equipment 301 12
Other net increases/decreases in non-current financial assets (1,136) (1,507)
Total (B) — Cash flow from investing activity (7,908) (5,060)
C - FINANCING ACTIVITY

Variations in equity accounts 0) 0)
Dividends (5,529) (4,424)
Variations in long-term financial debts (187) (180)
Total (C) - Cash flow from financing activity (5,717) (4,604)
Net short term financial position at the beginning of the year (44,761) (51,227)
Net change in short term financial position (A+B+C) (4,998) 6,465
Net short term financial position at the end of the year (49,759) (44,761)

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 Spa
Financial statements as at 12/31/2008
(Euro thousands)

FINANCIAL STATEMENTS AT DECEMBER 31, 2008

STATEMENT OF CHANGES IN SHAREHOLDERS' EQUITY - IFRS

Description Share Share Legal Extraordinary Other Exchange Net Total
capital premium reserve reserve reserves gains not profit
reserve realised

December 31, 2006 18,431 106,430 3,686 25,853 1,397 1,952 6,619 164,368
Allocation Result - reserve 2,013 (2,013)
Allocation Result - dividends (4,424) (4,424)
Effect of IAS and
Reclassification 1,952 182 (1,952) (182)
Net profit (loss) for the year 8,727 8,727
December 31, 2007 18,431 106,430 3,686 29,818 1,579 - 8,727 168,671
Allocation Result - reserve 3,048 (3,048)
Allocation Result - dividends (5,529) (5,529)
Effect of IAS and
Reclassification 150 (150)
Net profit (loss) for the year 7,061 7,061
December 31, 2008 18,431 106,430 3,686 32,866 1,728 - 7,061 170,202
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EXPLANATORY NOTES

INTRODUCTION

GranitiFiandre SpA (“Company”) 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.

The Company has its registered office at Reggio Emilia in Italy and is listed on the STAR segment
of the Italian Stock Exchange.

The Company has subsidiary investments recorded at cost and therefore prepares Group
consolidated financial statements. These financial statements provide the complementary
disclosures necessary in order to provide a true and fair view of the financial position, cash flows
and results of operations for the Company and the Group.

Declaration of conformity

The financial statements for the year 2008 represent the individual financial statements of the
Parent Company Granitifiandre SpA and were prepared in accordance with IFRS issued by the
International Accounting Standards Board (“IASB) and approved by the European Union. IFRS
refers to all the revised international accounting standards (IAS) and all of the interpretations of the
International Financial Reporting Interpretations Committee (“IFRIC”) - previously known as the
Standing Interpretations Committee (“SIC”").

In compliance with European Regulation No. 1606 of July 19, 2002, from 2005 the Granitifiandre
Group has adopted the International Financial Reporting Standards (“IFRS”) issued by the
International Accounting Standards Board (“IASB”) in the preparation of the consolidated financial
statements. In accordance with national legislation implementing the above Regulation, the
financial statements of the Parent Company GranitiFiandre S.p.A. were prepared in accordance
with the above standards from 2006.

Structure and contents of the financial statements

The financial statements of GranitiFiandre SpA, relating to the year ended December 31, 2008,
were prepared in Euro rounded to the nearest thousand and are compared with the financial
statements of the previous year, prepared in accordance with uniform criteria.

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 accounting principles and criteria adopted for the preparation of the financial statements are
those applied since the adoption of the IFRS.

The present financial statements include:

- the balance sheet as at December 31, 2008 compared to the balance sheet as at December
31, 2007. 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 income statement for the year 2008, compared with the income statement for the year
2007 and prepared in accordance with 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
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Management of the Group believe that this constitutes significant information for the
comparison of the financial results in the year for the Parent Company:

o Gross operating margin (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,;

« Operating result (EBIT): 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 cash flow statement for the years 2008 and 2007. For the preparation of the cash flow
statement, the indirect method was 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 statements on the net financial position at December 31, 2008 and at December 31,
2007,

— the statement of changes in shareholders’ equity from December 31, 2006 to December
31, 2008;

— The explanatory notes.

For the performance of operations, also concerning operations in the year with subsidiaries, as well
as the business outlook and the significant events after the year-end, reference should be made to
the Directors’ Report on operations.

Accounting principles and valuation criteria

The preparation of the 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 balance sheet date. 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. In relation to this, it is
noted that Granitifiandre SpA recorded the accounting effects deriving from the changes made to
the employee leaving indemnity as per Law 296 of December 27, 2006 ("2007 Finance Law") and
subsequent Decrees and Regulations issued at the beginning of 2007. In particular, the Group
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recalculated the provision matured at December 31, 2006 and the consequent “curtailment” (in
accordance with paragraph 109 of IAS 19).

As previously mentioned, the accounting principles adopted for the preparation of the consolidated
financial statements of GranitiFiandre SpA are those applied since the adoption of the IFRS.

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 — Intangible 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 Granitifiandre SpA, 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 by the Company and which generate future economic
benefits beyond one year are recorded as intangible fixed assets.

e Development costs
Research costs are charged to the income statement in the period in which they are incurred.
Intangible assets generated internally deriving from the development of the products of
Granitifiandre SpA are recognised under assets only when the following conditions are complied
with:

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 GranitiFiandre SpA, development activity has always been similar to 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.
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e 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.
GranitiFiandre SpA classified these registration costs under other intangible assets and the
amortisation period is related to the duration of the registration of the relative trademark.

Loss in value (“Impairment”)

At each balance sheet date, GranitiFiandre SpA 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, GranitiFiandre
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
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 recognised immediately in the income
statement, 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 reduce 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 estimate 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.

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 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
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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 4%
Other constructions 10 %
General plant 10 %
Specific plant 12.5%
Ecological plant 15%
Kilns and fixtures 14 %
Various equipment 40 %
Office furniture and equipment 12 %
EDP Equipment 20%
Automobiles 25 %
Internal transport equipment 20 %

Land is not depreciated.

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 GranitiFiandre, 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

The holdings in subsidiaries and associated companies are recorded at cost and adjusted for loss
in value.

The positive difference, arising on purchase, between the acquisition cost and the fair value of the
share of net equity of the investment is, therefore, included in the carrying value of the investment.

The investments in subsidiaries and associated companies are subject to a verification of any loss
in value each year, or if necessary more frequently. When there is an indication that these
investments have incurred a loss in value, the loss is recognised in the income statement as a
write-down. Where the share of losses pertaining to the company in the investment exceeds the
carrying value of the investment, and the company has an obligation to cover such losses, the
investment is written down and the share of further losses is recorded as a provision under
liabilities. Subsequently, if the loss in value no longer exists or reduces, the amount is restated in
the income statement up to the cost value.

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

Held-to-maturity securities are financial assets with fixed or determinable payments and with 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 any 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, and 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.

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
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year of the receipt of the receivable.

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.

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.

The exchange differences originating from intercompany loans are recorded, as per IAS 21, in the
income statement.

Cash and cash equivalents

The account relating to cash and cash equivalents includes cash, bank current accounts and
deposits repayable on demand and other high liquid short-term financial investments readily
convertible into cash and that do not have a significant risk in the change in value.

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, Granitifiandre SpA has decided to discount the agent’s indemnity fund, in accordance
with 1AS 37, applying a discount rate corresponding to the average cost of money for Granitifiandre
SpA to the expected cash flows.
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Employee leaving indemnity

The 2007 Finance Act and relative decrees enacted introduced important amendments in relation
to the employee leaving indemnity, among which was the choice given to the employee to
determine where the leaving indemnity matured from January 1, 2007 is invested. In the first half of
2007, the employees were required to choose between allocating future leaving indemnities into a
pension scheme or leaving the funds in the company (in this case the contributions are paid into an
INPS treasury account).

Based on interpretations, the employee leaving indemnity matured from January 1, 2007 in the
accounts as at December 31, 2008 are considered as a “defined contribution plan”, both in the
case of opting for the pension scheme or in the case of the INPS treasury fund, with similar
accounting treatment to that for the normal contribution payments and therefore not subject to any
discounting process.

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 by the application of the above regulations.

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.

Granitifiandre SpA recalculated the provision matured at December 31, 2006 and the consequent
“curtailment”, which was recorded on the preparation of the accounts as at December 31, 2008,
including therefore the actuarial losses previously not recorded.

Employee benefits (stock options)

In accordance with the provisions of IFRS 2 — Share-based payments, the total amount of the
current value of the stock options at the assignment date is recorded in the income statement as a
cost.

Subsequent changes in the current value to the assignment date do not have an effect on the initial
value.

The remuneration cost, corresponding to the current value of the options, is recognised under
personnel costs on a straight-line basis over the period between the vesting date and that of
maturity and is directly recorded to equity.

It should be noted that over the years GranitiFiandre SpA has recognised additional benefits to
some executive directors through stock option plans.

None of the existing plans have been assigned after November 27, 2002 and consequently, in
accordance with the transitory provisions of IFRS 2, no effects were recorded deriving from the
transition to the international accounting standards. Therefore, as required by IFRS 2, the detailed
information on the stock option plans are provided to the present notes.
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Payables
The payables are recorded at nominal value; the interest quota included in the nominal value not
matured at the balance sheet date is deferred to future periods.

Bank and financial payables

Loans are initially measured at cost, net of accessory acquisition charges. This value is adjusted
subsequently to take account of any difference between the initial cost and the repayment value
over the duration of the loan, utilising the effective interest rate method.

The loans are classified under current liabilities unless GranitiFiandre SpA has the unconditional
right to defer the settlement of this liability at least twelve months after the balance sheet date.
Granitifiandre SpA, in accordance with IAS 32 and IAS 27 has recorded the strike price of the put-
options relating to Savoia Canada Inc. under liabilities, at current value (for the maturities beyond
one year), with the corresponding value under equity investments.

Derivative financial instruments

The assets and liabilities of Granitifiandre SpA are exposed primarily to financial risks from
changes in exchange rates and interest rates.

Whenever utilised, the derivative financial instruments are only recorded when there is the
intention of hedging in order to reduce the foreign currency or interest rate risk.

In compliance with IAS 39, the derivative financial instruments can be recorded in accordance with
the “hedge accounting” method only when at the beginning of the hedge, the formal designation
and documentation relating to the hedge exists, it is presumed that the hedge is highly effective,
such effectiveness can be reliably measured and the hedge is highly effective over the accounting
periods for which it was designated.

All the derivative financial instruments are measured at fair value, in accordance with IAS 39.
When the financial instruments have the necessary characteristics to be recorded under hedge
accounting, the following accounting treatment is applied:

« Fair value hedge — If a derivative financial instrument is designated as a hedge to the
exposure of the changes in the fair value of an asset or liability in the financial statements
attributable to a specific risk which can have effects on the income statement, the profit or
loss after the initial valuation of the fair value of the hedge instrument is recognised in the
income statement.

The profit or loss on the item hedged, related to the risk hedged, changes the book value of
that item and is recognised in the income statement.

« Cash flow hedge — If a derivative financial instrument is designated as a hedge to the
exposure of the changes in the cash flows of an asset or liability recorded in the financial
statements or of an operation considered highly probable and which may have effects on
the income statement, the effective portion of the profits or of the losses of the financial
instrument is recognised under net equity. The cumulative gains or losses are reversed
from the net equity and recorded in the income statement in the same period in which the
hedged operation is recorded.

« The profits or losses associated to a hedge or to that part of the hedge which has become
ineffective are immediately recorded in the income statement. If a hedge instrument or a
relation of a hedge is closed, but the operation hedged has not yet been realised, the
cumulative profits and losses, up to that moment recorded in equity, are recognised in the
income statement when the relative operation is realised. If the operation hedged is no
longer considered probable, the profits or losses not yet realised recorded in equity are
recognised immediately in the income statement.

If the hedge accounting cannot be applied, the profits or losses deriving from the fair value of the
derivative financial instruments are immediately recognised in the income statement.
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Recognition of revenues and costs

Costs and revenues are recorded in accordance with the probability that Granitifiandre SpA will
receive economic benefits and the amount can be determined reliably.

Revenues and income, and costs and charges are recorded net of returns, discounts, rebates and
premiums. Revenues from the sale of goods are recognised at the moment of the transfer of
ownership which generally coincides with the shipment.

While IFRS do not have specific provisions on the classification of client bonuses (normally based
on the quantities sold), they were classified as a reduction of revenues instead of recorded under
distribution costs, in line with the practices of other companies operating in the sector on the first-
time application of IFRS.

Capital grants

Capital grant contributions are recorded, when the relative amounts are certain, as a direct
deduction of the fixed asset to which they refer and credited to the income statement through the
depreciation process.

Financial income
Financial income includes interest income and foreign currency gains. Interest income is recorded
in the income statement at the moment of maturity, considering the effective yield.

Financial charges

Financial charges include the interest on financial payables calculated using the effective interest
method and exchange losses. The interest expense on finance leases is recorded in the income
statement using the effective interest method.

Income taxes

Income taxes include all the taxes calculated on the assessable income of Granitifiandre SpA.
Income taxes are recorded in the income statement, except those relating to accounts directly
credited or debited to equity, in which case the tax effect is recognised directly to equity.

Other taxes not related to income, such as taxes on property and share capital, are included under
other operating charges.

Deferred taxation is recorded on differences of a temporary nature between the statutory and the
fiscal result.

Deferred tax liabilities are generally recorded on all temporary assessable differences, while
deferred tax assets are recorded based on the probability that the future assessable results will
permit the use of the temporary deductible differences.

Deferred taxes are calculated based on the fiscal rates that are expected to be in force at the
moment of the realisation of the asset or the settlement of the liability.

Deferred tax assets, as mentioned, are recorded when it is probable there will be future assessable
income to recover the amounts. The recovery of the deferred tax asset is re-examined at the end
of each period and reduced when the existence of sufficient assessable income to permit the
recovery of all or part of these assets is no longer probable.

Deferred and current tax assets and liabilities are compensated when the income tax is applied by
the same fiscal authority and when there is a legal right of compensation.
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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
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 operations.

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 principal 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:

o 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.

Financial Statements as at December 31, 2008 page 120



GHHHITI“[HHDHE Financial Statements
GranitiFiandre SpA

Dividends
Dividends are recorded on an accruals basis at the moment when the right to receive them occurs
which corresponds to the resolution for distribution.

Earnings per share
The earnings per share is determined based on the economic result of the Group.

Segment information

Granitifiandre SpA, in accordance with IAS 14 "Segment Information”, in line with its organisational
structure and based on the nature of the risks and the rewards of the company, has identified
activity as the primary information segment and geographic location as the secondary information
segment.

Relating to the Primary Segment, the products of the Company are similar in terms of quality and
production, target market, margins, sales network and clients, even with reference to the different
brands which the Company markets.

It is not therefore considered that the Segment of Activity can be deemed to contain any
diversification, in consideration of the substantial uniformity of the risks and benefits relating to the
products produced by the Company. Consequently, no information is provided relating to this
Segment. The information relating to the Secondary Segment is provided below:

The division of material revenues by geographical area is shown in the following table:

Description 12/31/2008 % 12/31/2007 %
Italy 37,459 34.7 41,667 37.6
Europe 54,790 50.9 49,783 45.0
Rest of the world 15,564 14.4 19,299 17.4
Total 107,813 110,749

Use of estimates

The preparation of the financial statements and the relative notes in application of IFRS require
that management make estimates and assumptions on the values of the assets and liabilities in the
financial statements and on the disclosures relating to the assets and contingent liabilities at the
balance sheet date. The actual results may vary from such estimates. The estimates are utilised to
value the intangible assets subject to impairment tests as described above in addition to record
provisions for risk on receivables, inventory obsolescence, write-down of assets, employee
benefits, income taxes and other provisions. The estimates and assumptions are reviewed
periodically and the effects of all variations are immediately recognised in the income statement.

In this context it is reported that the situation caused by the current economic and financial crisis
resulted in the need to make assumptions on a future outlook characterised by significant
uncertainty, for which it cannot be excluded that results in the next year will be different from such
estimates and which therefore could require adjustment, currently not possible to estimate or
forecast, which may even be significant, to the book value of the relative items.

The accounting standards which require greater subjectivity by the Directors in the preparation of
the estimates and for which a change in the underlying conditions or the assumptions may have a
significant impact on the financial statements of the Company are briefly described below.
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o Impairment test
The accounts principally concerned by such uncertainty are the investments in subsidiaries
classified under non-current assets, where the estimates are utilised to determine any write-downs
or recovery in value.

In particular, it should be noted that the impairment tests of the holdings in subsidiaries were made
with reference to the last industrial plan approved by the respective Board of Directors, where the
expected growth rates of the revenues and margins in the past were reconsidered on a more
prudent basis in view of the current uncertainty within the markets of GranitiFiandre SpA and of the
Group, with a general lowering of the revenue objectives and of the economic margins.

These investments are subject to an impairment test on an annual basis, in accordance with IAS
36, on the basis of projected cash flows in future years. Where the future business and market
conditions are less favourable than the expectations of the Group, the value of the investments
may be written down.

The impairment test is made considering as a recoverable value of the cash generation unit the
“value in use”, including the “terminal value” determined on the basis of the perpetuity criteria. The
“free cash flow” utilised for the determination of the value in use, is that resulting from the most
recent budget/Industrial plan.

Key assumptions for the determination of the value in use:

- the discount rate (WACC): the Group's Management has adopted a post-tax discount rate which
reflects the current market assessment of the time value of money and the specific risks connected
to the CGU.

- the growth rate (the g-rate used for the calculation of the perpetuity) which was between zero and
the average weighted inflation rate expected by the countries in which the Group produces and
sells.

o Inventory valuation and obsolescence provision
The Company values inventory at the lower of the purchase price and the estimated realisable
value, based on market trends and expectations on the future realisation of the value of the
inventories. Where the actual market conditions are less favourable than the expectations of the
Company, the value of the inventories may be written down.

o Doubtful debt provision
In order to determine the appropriate level of the doubtful debt provisions, the recovery of the
receivables is assessed based on the solvency of each debtor. The quality of the estimates
depends on the availability of updated information on the solvency of the debtor.

o Deferred tax assets
The accounting of the deferred tax assets is made on the basis of the expectations of future
assessable income. The valuation of the expected assessable income in order to record the
deferred tax asset depends upon factors which may change over time and result in significant
effects on the valuation of this asset.

) Contingent liabilities
With regard to possible proceedings, legal actions or other claims and in order to determine the
appropriate level of provision for risks and charges relating to such potential liabilities, the
Company examines the basis for claims issued by counterparties and the appropriateness of its
own conduct, and also evaluates the extent of any possible losses resulting from potential
outcomes. In addition, the Company consults with legal advisors with regard to problems
connected to legal disputes arising in the business activities. The determination of the amount of
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the provision for risks and charges that may be necessary for potential liabilities is carried out after
a careful analysis of each dispute. The determination of the amounts necessary for the provision
for risks and charges may be subject to future modifications based on any new developments in
each case.

Significant non-recurring events and operations - Atypical and/or unusual operations

In accordance with Consob Communication DEM/6064293 of July 28, 2006, in the presence of
events and significant non-recurring and/or atypical/unusual significant operations, the notes to the
financial statements must disclose the impact of these events on the balance sheet and financial
position, on the result, and on the Company cash flow.

Accounting standards, amendments and interpretations not yet effective and not adopted in
advance by the Company

On November 30, 2006, IASB issued accounting standard IFRS 8 - Operating Segments which will
be applicable from January 1, 2009 in substitution of IAS 14 - Segment Information. The new
accounting principle requires the company to base the segment information on the elements which
management utilises to make its operating decisions, therefore requiring the identification of the
operating segments on the basis of the internal reporting which is regularly reviewed by
management for the allocation of the resources to the different segments and for the purposes of
performance analysis. The adoption of the standard will not have any impact on the valuation of
any accounts in the financial statements.

On March 29, 2007, IASB issued the revised IAS 23 — Borrowing Costs which will be applicable
from January 1, 2009. The revised version of the standard no longer includes the option in which
the companies may immediately record in the income statement borrowing costs incurred against
assets in which a determined period would normally pass before the asset is ready for use or for
sale. The standard will be applicable to borrowing costs relating to assets capitalised from January
1, 20009.

On September 6, 2007, IASB issued a revised version of IAS 1 - Presentation of Financial
Statements which will be applicable from January 1, 2009. The new version of the standard
requires that the company presents a statement of the changes of all equity movements generated
from transactions with shareholders. All the transactions with third parties (“comprehensive
income”) must be reported in a separate statement of comprehensive income or in two separate
statements (income statement and statement of comprehensive income). In each case, the
changes generated from transactions with third parties may not be recorded in the statement of
changes in shareholders’ equity.

On January 10, 2008, the IASB issued the revised IFRS 3 — Business combinations, and amended
IAS 27 — Consolidated and Separate Financial Statements. The principal changes to IFRS 3 relate
to the elimination of the obligation to value the individual assets and liabilities of a subsidiary at fair
value for each successive acquisition, in the case of several acquisitions in a holding. The goodwill
in such cases will be determined as the difference between the value of the investments
immediately before the acquisition, the payment for the transaction and the value of the net assets
acquired. In addition, where the company does not acquire 100% of the investment, the minority
interest share of net equity may be valued at fair value or utilising the method already contained
previously in IFRS 3. The revised version of the standard provides for the allocation to the income
statement of all the costs relating to the business combination and recognition at the acquisition
date of the liabilities for payments subject to conditions. In the amendment to IAS 27, the IASB has
established that the modifications in shareholdings which do not constitute a loss of control must
be treated as an equity transaction and therefore recorded under equity. In addition, it is
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established that when a parent company loses control of an investment but still has a holding, the
investment must be valued at fair value with recording of any gains or losses deriving from the loss
of control in the income statement. Finally, the amendment to IAS 27 requires that all the losses
attributable to minority shareholders are allocated to minority shareholders net equity, even when
this exceeds their holding in the investment. The new regulations must be applied in prospective
manner from January 1, 2010. At the date of the present report, the relevant bodies of the
European Union have not yet concluded the process necessary for the application of this standard
and the amendment.

On January 17, 2008, the IASB issued an amendment to IFRS 2 — Maturity and cancellation
conditions on the basis of which, for the purposes of the valuation of share-based instruments, only
the service and performance conditions can be considered in the maturity conditions of the plan.
The amendment also clarifies that, in the event of the cancellation of the plan, the same accounting
treatment should be applied whether this derives from the company or the counterparty. The
amendment must be applied from January 1, 2009.

On February 14, 2008, the IASB issued an amendment to IAS 32 — Financial instruments:
Presentation” and IAS 1 “Presentation of Financial Statements — Puttable financial instruments and
derivative obligations at the settlement date. In particular, the standard requires that the company
classifies puttable financial instruments and financial instruments which impose upon the company
an obligation to deliver to a third party a shareholding in the assets of the company as equity
instruments. This amendment must be applied from January 1, 2009 in a prospective manner.

On May 22, 2008, the IASB issued amendments to the IFRS’s (“improvement”); the amendments
which affect the presentation, recognition and valuation of financial statement accounts are as
follows - omitting however those which will result in only terminology changes or editing of existing
standards with minimal effect in accounting terms or those which refer to issues not related to the
Company:

= |FRS 5 — Non-current assets held for sale and discontinued operations: the amendment,
which must be applied from January 1, 2010 in a prospective manner, establishes that if a
company is involved in a sales plan which would result in the loss of control of an
investment, all the assets and liabilities of the subsidiary must be reclassified under assets
held for sale, even if the company will hold a minority shareholding after the sale.

= |AS 1 - Presentation of financial statements (revised in 2007): the amendment, which must
be applied from January 1, 2009 in a prospective manner, requires that the assets and
liabilities deriving from derivative financial instruments which are not held for trading are
classified in the accounts under current and non-current assets and liabilities. The adoption
of the amendment will not have any impact on the valuation of any accounts in the financial
statements.

= |AS 19 - Employee Benefits: the amendment must be applied from January 1, 2009 in a
prospective manner to the changes in the benefits subsequent to that date and clarifies the
definition of cost/income relating to the provision of past employment and establishes that
in the case of reduction of a plan, the effect to be recorded immediately in the income
statement must include only the reduction of benefits relating to future periods, while the
effect deriving from any reduction relating to past service periods must be considered as a
cost relating to the provision of past employment. The Board, in addition, reviewed the
definition of short-term and long-term benefits and modified the definition of return on
assets, establishing that this account must be shown net of any administration charges
which are not already included in the obligation value.

= |AS 23 — Borrowing costs: the change, which must be applied from January 1, 2009,
reviewed the definition of borrowing costs.
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= |AS 36 — Impairment of assets: the amendment, which must be applied from January 1,
2009, requires that additional information is provided in the case in which the company
determines the recoverable value of the cash-generating units utilising the discounted cash
flow method.

= |AS 38 - Intangible assets: the amendment must be applied from January 1, 2009 in
retrospective manner and establishes the recognition to the income statement of
promotional and advertising costs. In addition, it establishes in the case in which the
enterprise incurs charges with future economic benefits without the recording of intangible
assets, these should be recorded in the income statement when the enterprise has the right
to utilise the asset, if this relates to the acquisition of assets, or in which the service is
rendered, if it relates to the acquisition of services. The standard was also modified to
permit enterprises to adopt the unit produced method to determine the definite useful life of
the intangible assets. At the date of the present financial statements, the Group is
assessing the effects deriving from the adoption of these amendments.

The following interpretations were issued which have no impact on the Group:

IFRIC 12 — Service concession agreements (must be applied from January 1, 2008 and not yet
approved by the European Union);

IFRIC 13 — Customer loyalty programmes (must be applied from January 1, 2009 and not yet
approved by the European Union);

IFRIC 14 — IAS 19 - The limit of a defined benefit asset, minimum funding requirements and their
interaction (which must be applied from January 1, 2008 and not yet approved by the European
Union);

IFRIC 15 — Agreements for the construction of real estate (which must be applied from January 1,
2009 and not yet approved by the European Union).

IFRIC 16 - Hedges of a net investment of a foreign operation which eliminated the possibility to
apply hedge accounting for the hedges on foreign exchange differences originating between the
functional currency of an overseas investment and the presentation currency of the consolidated
financial statements. The interpretation must be applied from January 1, 2009. At the date of the
present financial statements, the relevant bodies of the European Union have not yet concluded
the process necessary for its implementation.

Other information
Reference should be made to the Directors’ Report on operations for information on significant
events after the year-end.
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Transactions with related parties

In accordance with Consob Communication DEM/6064293 of July 28, 2006, the notes to the
financial statements must disclose the impact of related party transactions on the balance sheet
and financial position, on the result, and on cash flow.

Commercial and financial transactions at market conditions between GranitiFiandre SpA and the
group company Iris Ceramica SpA and some of its subsidiary companies and with other group
companies are shown in the table below:

rc'e:égﬂ/nact:fgs Trade receivables Other receivables Total
Company
<lyear | >1year < 1year >1lyear | <lyear | >1year

Ariostea Spa - - 651 - - - 651
Iris Ceramica Spa - - 1,274 - - - 1,274
Consorzio Sicurezza Gruppo
Iris Ceramica Srl - - 2 - - - 2
Technokolla Spa - - 907 - - - 907
Total - - 2,835 - - - 2,835

Financial Debts Trade Debts Other Debts Total

Company
<lyear | >1year | <lyear |>1year |<lyear |>1year
Ariostea Spa - - 2,258 - - - 2,258
Castellarano Fiandre Spa 13,194 - - - - -| 13,194
Iris Ceramica Spa - - 5,588 - - - 5,588
Consorzio Sicurezza Gruppo Iris Ceramica Srl - - 102 - - - 102
Studio Secon Srl - - 0 - - - 0
Technokolla Spa - - 70 - - - 70
Total 13,194 - 8,018 - - -| 21,212
Effects of the transactions and balances with related parties on the balance sheet accounts:
Description Total Related parties
Absolute values %

Current trade receivables 77,902 2,835 3.64%
Other current assets 5,127 - -
Current trade payables 109,240 8,018 7.34%
Current financial liabilities 68,514 13,194 19.26%
Non-current financial liabilities 3,827 - -
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The transactions between GranitiFiandre SpA and group companies are reported below:

Revenues for Costs for : . : :
Financial and Financial and
Company sales and purchases X
: : other charges other income
services and services
Ariostea Spa 2,421 4,621 - -
Castellarano Fiandre Spa - - 652 -
Iris Ceramica Spa 4,035 21,455 98 -
Consorzio Sicurezza Gruppo Iris Ceramica Srl 13 372 - -
Iris US 8,087 2,097 - -
Studio Secon Srl - 12 - -
Technokolla Spa 1,139 1,080 - -
Dex SpA - - - 38
Giulio Tanini SpA - - - 26
Total 15,694 29,637 751 64
Effects of transactions or positions with related parties on income statement accounts:
Description Total Related parties
A
bsolute %
values
Operating revenues 314,412 15,694 4.99%
Purchase costs and provision of services 240,463 29,637 12.32%
Financial income 5,027 64 1.27%
Financial charges 6,258 751 11.99%
Effects of transactions or positions with related parties on cash flow:
Description Total Related parties
Related parties %
Cash flow from operating activities 14,189 6,515 45.9%
Cash flow from investing activities (17,353) - -
Cash flow from financing activities (7,587) (10) 0.1%

For comments on the most important transactions, reference should be made to the Directors’
Report on operations and the notes to the consolidated financial statements at December 31,

2008.
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Financial risk management

The Board of Directors is responsible for the review and approval of the policies and procedures in
order to ensure an efficient management of the financial risks.

Granitifiandre SpA practices are based on the principle of a dynamic management and the
following assumptions approved by the Board of Directors:

e Granitifiandre SpA manages risks with a view to business protection, or rather the
protection of the expected value from the business.

e Itis Granitifiandre SpA policy to take advantage of “natural hedges” in order to minimise the
net exposure to the financial risks described above.

e Hedging operations are only undertaken in the presence of effective exposure and clearly
identified or in the presence of highly probable future operations.

e Granitifiandre SpA utilises the principle of prudence as its base criteria in its risk
management policy.

e The risk management policy must guarantee the timely recognition of events which may
affect results.

e In each case, the financial risk management activities are only undertaken within the limits
approved by the company’'s management, by personnel qualified and authorised to
undertake such operations and only within the limits of the procedures and by any
additional specific powers.

Through its activities, Granitifiandre SpA is exposed to various risks of a financial nature:

e Credit risk
Granitifiandre SpA has various concentrations of credit risk based on the nature of the activities
undertaken, as well as based on the various markets in which it operates, mitigated by the fact that
the credit exposure is spread among a large number of counterparties and clients.

Financial assets are recorded in the financial statements net of the write-downs calculated on the
basis of the risk of non-fulfilment by the counterparty, determined considering the information
available on the clients solvency and considering historical data.

It is Granitifiandre SpA policy, in undertaking its operating activities, to operate exclusively with
proven financial partners both in Italy and internationally.

Historically significant or particularly problematic situations have not arisen in relation to the
solvency of clients.

Consequently, the credit risk of Granitifiandre SpA is considered minimal.
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With reference to disclosure required by IFRS 7, a breakdown of trade receivables by expiry is
shown below:

Situation at 12/31/2007

12/31/2007 Current Past Due
over
30-60 60-90 90-120 120-150 150
days days days days days TOTAL
Trade Receivables 29,294 704 87 180 167 1,713 32,145
Allotment for
uncollectables -1,320
Net Trade
Receivables 30,825
Situation at 12/31/2008
12/31/2008 Current Past Due
over
30-60 60-90 90-120 120-150 150
days days days days days TOTAL
Trade Receivables 29,220 788 248 83 188 1,785 32,311
Allotment for
uncollectables -1,465
Net Trade
Receivables 30,846

The tables were prepared excluding the balances with related parties. Management assesses
these positions as low or insignificant credit risks.

e Liquidity risk
Granitifiandre SpA is exposed in the management of its normal operations to the risk of
misalignment in time and volumes terms of incoming and outgoing cash flows and therefore to the
risk of its incapacity to meet financial obligations.

Granitifiandre SpA’s objective is to ensure its capacity to meet its financial obligations at all times,
optimising the recourse to external financial sources.

Granitifiandre SpA maintains a surplus of available credit lines which enables it to meet business
opportunities not planned or unexpected expenditures, as well as commitments relating to existing
investment plans.

The excess liquidity is invested temporarily on money markets in readily liquid operations.

The primary instrument for the measurement, management and control of the liquidity risk is the
cash flow budget which provides a continuous updated position on the liquidity. On this basis, the
daily treasury requirements are planned and forecast.

Financial Statements as at December 31, 2008 page 129




GHHHITI“IHHDHE

Financial Statements
GranitiFiandre SpA

With reference to disclosure required by IFRS 7, a summary of the maturities for financial liabilities

are shown below:

Situation at 12/31/2007

Government | Controlled | Related | For.Curr. Bank Total by
Due Date Loan Companies | Parties loans Roll Over | deposits | Due date
Within 12 m. 180 4,349 12,542 8,382 24,600 1,360 51,413
Fm 1to2yrs 187 187
Fm 2to 3yrs 195 195
Fm 3to 4 yrs 203 203
Fm 4to5yrs 211 211
Over 5 years 209 209
12/31/2007 1,184 4,349 12,542 8,382 24,600 1,360 52,417
Situation at 12/31/2008
Government | Controlled | Related | For.Curr. Bank Total by
Due Date Loan Companies Parties loans Roll Over | deposits | Due date
Within 12 m. 187 4,907 13,194 7,160 28,100 53,549
Fm 1to 2yrs 195 195
Fm 2to 3yrs 203 203
Fm 3to 4yrs 211 211
Fm 4to5yrs 209 209
Over 5 years - -
12/31/2008 1,004 4,907 13,194 7,160 28,100 54,365

e Foreign exchange risk
Granitifiandre SpA’s market risk derives from fluctuations in currency exchange rates as it operates
in an international environment in which transactions are undertaken in various currencies and

interest rates.

The Company’s exchange risk exposure derives from the geographic distribution of its various
industrial activities compared to the geographic distribution of the markets in which it sells its
products, and also from the utilisation of financing in foreign currency.
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Granitifiandre SpA policy is to minimise the effects of its structural exposure to foreign currency
operations by contracting loans in foreign currencies (natural hedge) and utilising forward currency
contracts.

e Interest rate risk
The interest rate risk exposure derives from the necessity to finance the industrial operating
activities, in addition to investing the liquidity held.

Based on the current level of Granitifiandre SpA debt, management considers the interest rate risk
low. The debt of Granitifiandre SpA is principally at variable interest rates; the reference interest
rate for the debt is the EURIBOR rate.

Granitifiandre SpA regularly assesses its exposure to the risk in the change of exchange rates and
interest rates and manages these risks, in accordance with its own risk management policies.

With regard to such policies, any use of derivative financial instruments is reserved for the
management of exchange rate exposure and interest rate fluctuations connected to future
monetary cash flows and asset and liability balance sheet items and are not of a speculative
nature.

Sensitivity analysis

As described above, the Group is exposed to some market risks, such as interest rate and
currency risk.

A sensitivity analysis is shown below, as required by IFRS 7, in order to illustrate the impact on the
2008 accounts of unfavourable or favourable interest rate and foreign currency movements.

In particular, Granitifiandre SpA’s sensitivity to foreign exchange risk on the income statement is
illustrated in the table below (assuming that other variables, specifically interest rates, remain
constant).

The tables were prepared including the financial assets and liabilities at the year-end.

Situation at 12/31/2008

Balance
Sheet Balances in For.Curr. Year-end Exch. Rate Balance in Euro
Us dollar CAD| Usdollar CAD Us dollar CAD
Assets 15,208 2,522 1.3917 1.6998 10,928 1,484
Liabilities 10,134 1.3917 1.6998 7,282 -
10% Variation on the Balances in Euro with
Exchange Rate sensitivity analysis rates
Us dollar CAD Us dollar CAD
Assets 1.5309 1.8698 9,935 1,349
Liabilities 1.5309 1.8698 6,620 -
Impact of the variation in
the Exchange Rates
Us dollar CAD
Assets (993) (135)
Liabilities 662
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Granitifiandre SpA’s sensitivity to interest rate risk is illustrated in the table below (assuming that
other variables, specifically exchange rates, remain constant). The calculation of the sensitivity to
the changes of interest rate was made utilising the average debt for the year.

Situation at 12/31/2008

Summary of loans and
related interest rates

Situation as of 12/31/2008

10% Variation on the
interest rates

Impact of Interest
Rates Variation

Year-end Avg int. Interest Avg int. Interest Delta Interest

Balance Rate cost Rate cost Rate cost
Related Parties Loan (13,194) 5.20% (686) 5.72% (755) 0.52% (69)
Government Loan (1,004) 3.93% (39) 4.32% (43) 0.39% 4
For. Currency Loan USD (7,160) 3.40% (243) 3.73% (267) 0.34% (24)
Other Bank Loan (28,100) 4.75% (1,334) 5.22% (1,467) 0.47% (133)
Controlled companies Loan (4,907) 5.05% (248) 5.55% (273) 0.50% (25)
Loans granted (assets) 58 5.49% 3 6.04% 4 0.55% -
Cash and Banks 3,795 4.31% 164 4.74% 180 0.43% 16
Total (50,513) (2,383) (238)
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BALANCE SHEET

ASSETS
Non-current assets

1) Intangible assets with definite useful life
The table below shows the movements in intangible assets in the year:

Description 2008 2007
Historical Accumulated
L Net Value Net Value
Cost Amortisation
Intellectual property rights 2,061 (1,939) 123 242
Concessions, licenses, trademarks and similar 377 (134) 243 101
Total intangible assets 2,438 (2,073) 365 343
Category of asset 12/31/2007 Increases Decreases 12/31/2008
HISTORICAL COST
Intellectual property rights 2,020 41 - 2,061
Qoncessions, licenses, trademarks and 174 202 ) 377
similar
'I_'otal intangible assets with definite 2195 243 ) 2438
lives
Category of asset 12/31/2007 Increases Decreases Amortisation 12/31/2008
FUND
Intellectual property rights (1,778) - - (161) (1,939)
Concessions, licenses,
trademarks and similar (73) ) ) (61) (134)
Total (1,851) - - (221) (2,073)
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Category of asset 12/31/2007 Increases Decreases | Write-downs | 12/31/2008
Net Value
Intellectual property rights 242 41 - (161) 123
Concessions, licenses, trademarks
and similar 101 202 - (61) 243
Total intangible assets with
definite lives 343 243 - (221) 365

The increases principally relate to the completion of the investments made in improvements to the IT
systems, as well as the development costs of the new line (Xtra-Granitifiandre).

The increases also include purchased software licences.

No financial charges were included within the increases of intangible assets.

2) Property, plant and equipment
The details of tangible fixed assets and the related depreciation provisions at December 31, 2008

are as follows:

2008 2007
Description Historical Accumulated
L Net Val Net Val
Cost Amortisation et value et Value

Land 1,548 - 1,548 1,548
Buildings 34,191 (20,575) 13,616 14,116
Plant and equipment 79,275 (68,563) 10,712 12,022
Industrial and commercial equipment 2,922 (2,636) 287 346
Other assets 6,240 (4,662) 1,578 1,689
Assets in progress and advances 3,194 - 3,194 -
Total property, plant and equipment 127,371 (96,436) 27,740 29,721

The movements in tangible assets and the relative depreciation provisions are shown in the table

below:
Other
Asset category 12/31/2007 Increases Decreases 12/31/2008
movements
Historical Cost
Land 1,548 - - - 1,548
Buildings 33,620 571 - - 34,191
Plant and Machinery 89,069 2,404 (12,198) - 79,275
Indqstrlal and commercial 3,003 279 (353) ) 2922
equipment
Other Assets 5,958 389 (106) - 6,240
Assets in progress and advances - 3,194 - - 3,194
kel B gy, plEr s 133,198 6,830 (12,657) - 127,371
equipment
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The increases in the year principally relate to the construction of the new production line,
modernisation and renewal of plant and production infrastructure.
Decreases in the year principally relate to the sale of polishing plant and of production line 1.

Asset category 12/31/2007 Increases Decreases Depreciation 12/31/2008
Provisions
Buildings (19,504) - (1,071) (20,575)
Plant and machinery (77,047) 11,953 (3,469) (68,563)
Industrial and comm. equip. (2,657) - 299 277) (2,636)
Other assets (4,268) 104 (498) (4,662)
Total property, plant and
equipment (103,477) 12,356 (5,315) (96,436)
Asset category 12/31/2007 | Increases Decreases Depreciation 12/31/2008
Net Value
Land 1,548 - 1,548
Buildings 14,116 571 (1,071) 13,616
Plant and Machinery 12,022 2,404 (245) (3,469) 10,712
Industrial and commercial equipment 346 272 (54) (277) 287
Other Assets 1,689 389 (3) (498) 1,578
- 3,194 - - 3,194
oL (el e sl 29,721 6,830 (301) (5,315) 30,935

equipment

Tangible assets disposed of following the normal depletion of their potential technical and/or use in
the production process resulted in gains of Euro 207 thousand and losses of Euro 99 thousand,
which were recorded in the income statement under "Other revenues and income" and under
"Other operating charges" respectively.

It is noted that no financial charges have been included within tangible fixed assets and that no
assets have been subject to valuation as per article 2426 of the Civil Code.

There are no mortgages or other pledges on the fixed assets of the company.
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3) Equity investments

The table below shows the changes in investments in the year:

(in Euro)

Historical Cost 12/31/2007 | Increases | Decreases | Devaluations | 12/31/2008
Floornature.com Spa 2,250,000 - - - 2,250,000
Geologica Milano Srl 115,314 - - - 115,314
Geologica Parma Srl 49,980 - - - 49,980
Hydrodesign Srl 3,648,747 - - - 3,648,747
Porcelaingres GmbH 40,403,068 - - - 40,403,068
Ceramiche Riunite Srl 12,911 - - - 12,911
Savoia Canada Inc. 6,745,843 - - (1,484,636) 5,261,207
StonePeak Ceramics In 96,104,154 - - - 96,104,154
Techgeo SL 125,001 - - - 125,001
Technopose & Bedel Sarl 211,132 8,750 - - 219,882
Technoposa Sl 52,415 - - - 52,415
TOTAL CONSOLIDATION AREA COMPANIES 149,718,566 8,750 - (1,484,636) 148,242,680
Consorzio Sicurezza Gruppo Iris Ceramica Srl 15,000 - - - 15,000
Golf Club Modena SpA - 18,000 - - 18,000
Consorzio CONAI 284 - - - 284
Dex SpA - 1,355,640 - - 1,355,640
Geologica Palermo Srl 3,750 - - (3,750) -
Giulio Tanini SpA 984,401 510,000 (590,640) - 903,760
TOTAL OTHER COMPANIES 1,003,434 1,883,640 (590,640) (3,750) 2,292,684
TOTAL EQUITY INVESTMENTS 150,722,000 1,892,390 (590,640) (1,488,386) 150,535,364

e Subsidiaries

The principal movements were as follows:

Savoia Canada Inc.

During the year, the option was exercised for the acquisition of a further 10% (from 80.01% to

90.01%) in Savoia Canada Inc;

In accordance with the accounting treatment required (IAS 32 and IAS 27), GranitiFiandre SpA
recorded the part of the strike price relating to the put-call contract of the investment of Savoia
Canada Inc. under liabilities and investments.
The write-down was made based on a loss in value of the company, following an impairment test,

as illustrated below.

Technopose & Bedel Sarl

During the year, the company acquired a share in the investment of 2.5%.

Ceramiche Riunite Srl

The 50% holding is classified under subsidiaries, in view of the effective control exercised.
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e Equity investments in other companies
The principal movements were as follows:

Golf Club SpA
During the year the company acquired 2 shares at a nominal value of Euro 3,099.00 each.

Dex SpA
Following the partial spin-off of the company Giulio Tanini SpA, the beneficiary company Dex SpA

was incorporated for a total value of Euro 591 thousand.

Following the spin-off, Granitifiandre SpA holds 7.5% in both Giulio Tanini SpA and Dex SpA.

On April 1, 2008, GranitiFiandre SpA acquired a further shareholding of 7.5% in Dex SpA of 75,000
shares for a total value of Euro 765 thousand.

Geologica Palermo Srl
The write-down was made following the placement of the company in liquidation.

Giulio Tanini SpA

The holding recorded a decrease during the year of Euro 591 thousand, following the partial spin-
off resulting in the incorporation of Dex SpA.

On April 1, 2008, GranitiFiandre SpA acquired a further shareholding of 7.5% in Giulio Tanini SpA
of 75,000 shares for a total value of Euro 510 thousand.

At December 31, 2008, therefore, the holding of GranitiFiandre SpA in Giulio Tanini S.p.A.
amounts to 15%.

The acquisition of the investment was through a “put” contract with the right to resell the quota
acquired at the purchase price, indexed annually.
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The following information is provided in relation to the financial statements as at December 31, 2008,
prepared in accordance with International Accounting Standards (IFRS), of the subsidiary companies:

Share :
0,
Company Head office Cucrren Capital Net equity (Tgosﬂst) % \?.:ISI; g‘;?lellzd
Y (currency) "
Floornature.com Fiorano
: Modenese | EUR | 2,500,000 3,093 17| 90.00 2,250 2,784
Spa (7)
gﬁo'og'ca Milano | yriano aT) | EUR 12%’00 61 @81)| 90.00 115 55
Granitifiandre 100,000
il Praga (CZ) | CzK @ (311) 22)| 66.00 - -
gﬁo'og'ca Parma | poma(m) | EUR 98,000 67 (50)| 51.00 50 34
Hydrodesign Srl Casﬁ%‘ra”o EUR 80,000 4,350 835| 51.00 3,649| 2,218
Porcelaingres Vetschau (D) | EUR | 48:200.000 43,236 2232| 99.99| 40403| 43232
GmbH 3)
grelram'Che Riunite | go10gna (IT) | EUR 98(’5)00 550 (260)| 50.00 13 275
Isni"o'a Canada | 160n0 (CA) | CAD 100,000 1,143 (158) | 90.01 5261 1,029
StonePeak Delaware 122,921,568
e (U USD ) (6) 76,308|  (4,084)| 98.36| 96,104 | 75,057
Techgeo Sl Castellonde | o 250,000 857 106 | 50.001 125 429
la Plana (ES)
Technopose & Paris (FR) EUR 200,000 596 197| 93.98 220 560
Bedel Sarl
Technoposa Srl Caﬁﬁ%‘rano EUR 99,500 2,331 144 | 51.00 52| 1,189
Total 148,243 | 126,862

(1) value includes increase in share capital of Euro 30 thousand made in 2007;

(2) provision to cover losses in investments in the previous years, Euro 194 thousand.

(3) value includes increase in share capital of Euro 13 million and Euro 5.2 million respectively in 2003 and 2007;

(4) Ceramiche Riunite Srl is subject to dominant influence by Granitifiandre SpA,;

(5) value includes increase in share capital of USD 3 million made in 2001 in Trans Ceramics Ltd,
incorporated in 2006 into StonePeak Ceramics Inc. ;

(6) 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.
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The conversion into Euro of the net equity and result of the foreign companies is made through the
use of the year-end exchange rate for the balance sheet and the average exchange rate for the
income statement.

The book value of investments in the subsidiaries Hydrodesign and Savoia Canada includes the
additional amount paid on the acquisition representing the goodwill recognised based on the future
prospects of a market in which synergies can be achieved deriving from the significant commercial
integration of the Group companies, of Euro 2.1 million and Euro 4.1 million respectively.

The carrying value of the investment in the subsidiary StonePeak Ceramics Inc. is above the net
equity share, due to the negative Euro/Dollar exchange rate and the premium paid by the
subsidiary, following the acquisition of companies within the StonePeak Ceramics Inc. Group for
Euro 3.2 million.

The investments held were subject to impairment tests, as previous reported.

In particular, it should be noted that the impairment tests of the holdings in subsidiaries were made
with reference to the last industrial plan for 2009-2013 approved by the respective Board of
Directors, where the expected growth rates of the revenues and margins forecast in the past were
reconsidered on a more prudent basis in view of the current uncertainty within the markets of
GranitiFiandre SpA and of the Group, with a general lowering of the revenue objectives and of the
economic margins.

The main assumptions used for the calculation of the value in use related to the discount rate, the
growth rate and the expectations of changes in the sales prices and direct costs over the period
taken for the calculation.

Granitifiandre SpA has therefore adopted a pre-tax discount rate which reflects the current market
assessment of the time value of money and of the specific risks connected to the activity.

The growth rates utilised to extrapolate projections of future cash flows beyond the most recent
budget/forecast periods are based on growth forecasts of the industrial sector in which
Granitifiandre SpA operates.

The changes in sales prices and direct costs are based on past experiences and on future market
forecasts.

The impairment test utilises a discount rate (WACC) on cash flows of 9% (8% at December 31,
2007), while the growth rate (g-rate) utilised for the estimate of the terminal value was 3% (6% at
December 31, 2007).

The negative GDP reported in the final quarters of 2008 together with pessimistic forecasts on the
rate of growth in the coming years has led Granitifiandre SpA to review the expected growth rates
of revenues and margins which were incorporated into the company business plans made in the
previous year.

The current market situation in fact will not permit the achievement of the market objectives which
were based on the previous company business plan and therefore resulted in a more conservative
revision of the economic targets. This will result in a slower achievement of the sales targets set in
the recent plans, with a consequent lower growth of the economic margins.

Based also on the more pessimistic assumptions regarding the business plan, the impairment tests
resulted in a write down of Euro 1,485 thousand in the investment in the subsidiary Savoia
Canada, while the value recorded in the accounts of the other investments was held.

In regards to the result of the impairment test sensitivity analysis readers are invited to refer to
what specified in the Notes to the Consolidated Financial Statement, point 1) of the Consolidated
Balance Sheet.
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4) Non-current financial assets
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes

Long-term security deposits 86 75 11
Non current financial receivables details:
Loans receivable - more than one year 28 193 (165)
Loans to employees - more than one year 5 5
Total 119 267 (148)
5) Non-current tax receivables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
IRES Receivables 12 12 -
IRAP Receivables 2 2 -
Income tax receivables (foreign companies) -
VAT Receivables 346 242 104
Other tax receivables 7 7
Total 366 263 104
6) Non-current deferred tax assets
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Ires deferred tax asset 1,080 54 1,027
Irap deferred tax asset 124 0 124
Total 1,205 54 1,151

The deferred tax assets relate to the difference between the sum of the deferred tax assets and
liabilities calculated on the assets and liabilities taxable in future periods.
Reference should be made to the paragraph on income taxes for the year in relation to the

calculation of deferred tax assets and liabilities.

The rates applied were 3.9% for Irap and 27.5% for Ires.

Law No. 244 of December 24, 2007 (2008 Finance Act) introduced some changes to corporation
tax; in particular, reductions in the IRES income tax (from 33% to 27.5%) and the IRAP regional tax

(from 4.25% to 3.90%).

The rates applied were 3.9% for Irap and 27.5% for Ires.
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7) Non-current trade receivables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Receivable from trade accounts: after more than one year 1,383 1,170 213
Total 1,383 1,170 213
Current assets
8) Inventories
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Raw materials 4,071 3,191 879
Packaging 234 233 0
Products in work in progress 439 714 (275)
Finished goods 35,436 31,916 3,520
Consumable goods 826 704 122
Held at third parties 675 568 107
Spare parts 280 263 17
Obsolescence provision (1,910) (1,730) (180)
Total 40,051 35,860 4,191

Inventory levels at December 31, 2008 grew by approx. 11.6%, principally due to the slowdown of
sales in the year and the increase in the average cost of inventory from the rise in energy costs on
the previous year.

The value of inventory is shown net of write-downs for obsolete finished products or slow moving
products and an inventory obsolescence provision of Euro 1,910 thousand (Euro 1,730 thousand
as at December 31, 2007), as determined based on the analysis carried out to estimate the time
and value of recovery based on historical experience and market prospects for the different types
of products.

o Opening Other Final
Description Increases | Decreases
balance movements Balance
Inventory obsolescence provision 1,730 180 - 1,910
Total 1,730 180 - 1,910

The closing inventory is valued under the weighted average cost method.

The value of inventory at current costs at the end of the year does not differ significantly with that
recorded in the financial statements. Inventories are not subject to obligations or restrictions on
right of ownership.
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9) Current trade receivables
Receivables are detailed as follows:

Description 12/31/08 12/31/07 Changes
Current trade receivables 46,573 43,439 3,133
Bad debt provision (1,465) (1,320) (145)
Total 45,108 42,120 2,988

Trade receivables are shown net of the bad debt provision amounting to Euro 1,465 thousand
(Euro 1,320 thousand at December 31, 2007), of which a provision of Euro 336 thousand relates to
the current year.

The provisions are made in order to record receivables at their realisable value taking into
consideration the ageing of the receivables, the amount of doubtful positions and the value of
receivables in administration. For further information, reference should be made to the comments
under "Credit risk" reported below.

During the year, the bad debt provision was utilised for Euro 191 thousand.

Description SRS Increases Decreases Otz Final Balance
balance movements
Bad debt provision 1,320 336 (191) - 1,465
Total 1,320 336 (191) - 1,465
Description 12/31/08 12/31/07 Changes
Third parties 29,463 29,506 (43)
GF group companies 12,810 10,076 2,734
Related parties 2,835 2,538 296
Total 45,108 42,120 2,988

They relate to receivables deriving from commercial transactions at market prices. Reference
should be made to the Directors’ Report on operations for more information on the transactions.

10) Tax receivables
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
IRES Receivables 289 953 (664)
IRAP Receivables 108 - 108
VAT Receivables 1,489 697 792
Other tax receivables 116 499 (383)
Total 2,002 2,148 (146)

At December 31, 2008, the IRES and IRAP receivables were recorded net of the tax payable.
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11) Deferred tax assets

Reference should be made to the paragraph on income taxes for the year in relation to the

calculation of deferred tax assets and liabilities.

12) Current financial assets
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes

Current financial assets:
- Loans receivable - less than one year 30 47 a7
Total 30 a7 (17)
13) Other current assets
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Prepayments 498 338 160
Receivables for employee advances 18 (18)
Receivables from social security institutions 69 53 16
Receivables for recharge of costs 1,710 1,406 304
Other receivables 77 78 Q)
Total 2,354 1,893 462
There was no accrued income in the two periods.

Description 12/31/08 12/31/07 Changes

From GF group companies 1,710 1,406 304
From third parties 644 486 158
Total 2,354 1,893 462
14) Cash and cash equivalents
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Banks 3,790 6,647 (2,857)
Cash 5 5 0)
Total 3,795 6,652 (2,857)

The cash flow statement and the net financial position are included in the paragraph Other

information.
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SUMMARY OF RECEIVABLES FROM COMPANIES OF THE GRANITIFIANDRE GROUP

The financial, trade and other receivables from Group companies are summarised in the table

below:

Receivables from Graniti Fiandre Group companies

Company Financial receivables | Trade receivables Other receivables Total
<lyear | >1lyear | <lyear | >1year | <lyear | >1year
Geologica Milano Srl - 73 - - - 73
Granitifiandre Praha Sro - 156 - - - 156
Geologica Parma Srl - 75 - - - 75
Hydrodesign Srl - 67 - - - 67
Porcelaingres GmbH - 413 - 13 - 426
Ceramiche Riunite Srl - 113 - - - 113
Savoia Canada Inc. - 1,522 - - - 1,522
StonePeak Ceramics Inc - 9,540 - 1,697 - 11,237
Techgeo SL - 225 - - - 225
Technopose Sarl - 626 - - - 626
Technoposa Srl - 1 - - - 1
Total = 12,810 - 1,710 - 14,520
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LIABILITIES
Shareholders’ Equity

15) Share Capital
The share capital, fully subscribed and paid-in, amounts to Euro 18,431,339 and is composed of
36,862,678 ordinary shares with a value of Euro 0.50 each.

16) Share premium reserve
The balance derives from two share capital increases in 2001 following the listing on the Milan
Stock Exchange, including a share premium of Euro 7.5 per share.

17) Legal reserve
The account derives from the allocation of 5% of the profits in previous years and has reached the
maximum of one fifth of the share capital, in accordance with the civil code.

18) Other reserves

e Reserve for exchange gains not realised
The balance derives from the allocation of a part of the 2005 net profit to cover exchange gains not
realised at December 31, 2005; this reserve is not distributable and is reclassified under
Extraordinary reserves.

e Extraordinary reserve
The increases derive from the allocation of the profits from previous years as approved by the
Shareholders’ Meetings.

e Provision as per article 55 DPR 917/86
The provision includes the grants as per Law 526/82 and Law 130/83, and the capital grants
received from the Emilia Romagna region as per Laws 308/82 and 46/82.

e I|IASreserve
The reserve is inclusive of the changes consequent to the adoption of the IAS criteria.

The analysis of the possibility of utilisation and distribution of the equity accounts is shown in the
table below:

Nature/Description Amount Possibility of Portion Utilisation in the last  Utilisation in the
utilisation available 3 years to cover last 3 years for
losses other reasons
Share capital 18,431 -- -- -- --
Share premium reserve 106,430 A B, C 106,430 - -
Legal reserve 3,686 B - -- --
Extraordinary reserve 32,866 A B, C 32,866 -- --
Exchange reserve - - --
IAS reserve 1,701 A B, C 1,701
Reseve as per art 55 27 A /B,D 27 -- --
Profit 2008 7,061 -- - -- -
Total 170,202 141,024

Key:

A: for share capital increase,

B: to cover losses,

C: for distribution to shareholders,

D: for distribution to shareholders after application of ordinary taxation.
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Non-current liabilities

19) Non-current employee leaving indemnity
The amount of the liability, and the movement of the employee leaving indemnity is shown below:

Description 12/31/2007 Increases Decreases 12/31/2008
Employee leaving indemnity Provision 7.338 274 (789) 6.823
Total 7.338 274 (789) 6.823

In relation to the amount recorded in the income statement in 2008, it should be noted that this
refers only to the revaluation of the employee leaving indemnity at December 31, 2006.

The advances paid in 2008 amount to Euro 498 thousand.

From January 1, 2007, the Finance Act and relative decrees enacted introduced important
amendments in relation to the employee leaving indemnity, among which is the choice of the
employee to determine where the leaving indemnity matured in the period is invested. In particular,
the leaving indemnity may be utilised by the employee for their own chosen pension scheme or the
employee may choose to leave the leaving indemnity in the company (in this case the company
pays the leaving indemnity contributions to an INPS treasury account).

The principal consequences deriving from the application of the new regulations is a different
treatment of Employee Leaving Indemnity after 12/31/2006: the post-2006 amount is considered a
Defined Contribution Plan (direct cost to the Income Statement without actuarial calculations),
while the amount matured until 12/31/2006 remains as a Defined Benefit Plan (and subject to
actuarial calculations).

The principal actuarial assumptions used for the estimate of the benefits to be paid on the
termination of employment relating to the employee leaving indemnity were the following:

Average discount rate: in accordance with IAS 19, actuarial assumptions must be based on market
expectations at the reference date. For the actuarial valuation at 12/31/2008, a discount rate of
5.0% was applied.

The discount rate is determined based on the yields of government securities over the medium and
long term period. Information on the yields of Italian government securities is published by the
Treasury Department. The discount rate adopted for the actuarial calculations also includes a risk
premium of about 0.5%, since IAS 19 allows for the use of yields on high grade corporate bonds,
which are generally higher than those of government securities of an equivalent duration.

Discount rate:

2005- 4.20% annual;
2006- 4.50% annual;
2007- 5.00% annual;
2008- 5.00% annual.

Inflation rate: for the actuarial valuation at 12/31/2008, an inflation rate of 2.1% was applied.

The inflation rate corresponds to the average increase registered in the last 5 years on the
consumer price indices published by ISTAT for consumption prices of blue and white collar
families, since these are the indices that are used to determine the annual leaving indemnity
revaluation.
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Annual inflation rate:
e 2005-1.90% annual;
e 2006- 1.90% annual;
e 2007- 2.00% annual;
e 2008- 2.10% annual.

Rate of annual increase in salaries: with the introduction of the new provisions on the employee
leaving indemnity, it is no longer necessary to make an assumption on salary increases for the

calculation of the actuarial valuation.

Turnover: average 5.0%.

In the long term, actuarial gains and losses may offset one another. For this reason, IAS 19
permits the recording of only a part, or rather the amount outside the so-called “corridor” which is
+/- 10% of the liability. The results of the actuarial valuations made below are in line with the 10%

corridor.

The details of the amounts recorded are shown below.

Reconciliation

Fair value of employee leaving indemnity as per IAS 19 as at December, 2007 6,920,944
Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 346,047
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -860,868
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 174,239
Fair value of employee leaving indemnity as per IAS 19 as at December, 2008 6,580,362
Balance sheet

Balance sheet as at December 31, 2007 7,338,145
Payment of employment leaving indemnity from 12/31/2007 to 12/31/2008 -860,868
Cost recognised in the income statement in the period 12/31/2007 to 12/31/2008 346,047
Balance sheet as at December 31, 2008 6,823,324
Cost charged to income statement for the year 2008

Cost matured for the employment period from 12/31/2007 to 12/31/2008 0
Cost matured for interest on the liability from 12/31/2007 to 12/31/2008 346,047
Amortisation of the actuarial gains (-) / (+) 0
Cost recognised in the income statement in the period from 12/31/2007 to 12/31/2008 346,047
Amortisation of the actuarial gains and losses

Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2007 -417,201
Amortisation of the actuarial gains/losses from 12/31/2007 to 12/31/2008 0
Actuarial Gains (-) / Losses (+) from 12/31/2007 to 12/31/2008 174,239
Actuarial Gains (-) / Losses (+) not recognised as at 12/31/2008 -242,962
Corridor of 10% of the liability as at 12/31/2008 658,036
Actuarial Gains (-) / Losses exceeding the corridor by 10% 0
Average residual period of service 14
Amortisation of the actuarial gains (-) / losses (+) 0
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At December 31, 2008, the workforce was as follows:

Description Av. No. Actual No. Av. No. Actual No. RIS Ve
Change Change
2008 12/31/08 2007 12/31/07
Blue-collar 205 201 215 210 (20) 9)
White-collar 216 218 210 212 6 6
Executives 22 20 23 22 Q) 2)
Total 443 439 448 444 (5) (5)
20) Non-current deferred tax liabilities
The composition of this account is detailed in the schedule below:
Description 12/31/08 12/31/07 Changes

IRES deferred tax asset 717 730 (13)
IRAP deferred tax asset 46 46 -
Total 763 776 (13)
21) Non-current provision for risk and charges
The composition of this account is detailed in the table below:

Description 12/31/2007 Increases Decreases 12/31/2008
Provision for agents indemnity 330 119 (28) 421
Other provisions 744 50 - 794
Total 1,074 169 (28) 1,215

e Agents’ supplementary indemnity provision

The provision for agent’s indemnity is recorded in the financial statements based on collective
sector agreements; the amount corresponds to the reasonable expectation of the relative charges.

As they relate to payments that are estimated in the medium-long term period, they have been
discounted in accordance with the provisions of IAS 37, applying the expected cash flows at a

discounted interest rate corresponding to the average cost of money.

e Other Provisions
This item includes:

- the provision to cover losses in investments for Euro 194 thousand considering the net equity
deficit of the subsidiary GranitiFiandre Praga Sro;
- the future risk provision for Euro 600 thousand against disputes in course.
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22) Non-current financial payables

The composition of this account is detailed in the table below:

Description

12/31/08

12/31/07

Changes

Payables to other lenders

817

1,004

(187)

Total

817

1,004

(187)

The account relates to two loans received from the Ministry of Production Activity; the first for a
residual amount of Euro 421 thousand with expiry in June 2012 at an interest rate of 4.11%; the
second for a residual amount of Euro 396 thousand with expiry in May 2015 at an interest rate of
3.75%.

The amount due over 5 years is Euro 142 thousand.

23) Other non-current payables
The composition of this account is detailed in the table below:

Description 12/31/08 12/31/07 Changes

Payables for purchase of investments - long term - 381 (381)

Total - 381 (381)

In accordance with the accounting treatment required by IAS 32 and IAS 27, GranitiFiandre SpA
has recorded the part of the strike price relating to the put-call contract of the investment of Savoia
Canada Inc. under liabilities and investments.

The decrease of the payable relating to the put-call option, as previously described, is due to the
purchase of a further 10% in the subsidiary Savoia Canada Inc.
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Current liabilities

24) Current financial liabilities

The composition of this account is detailed in the schedule below:

The payables are detailed as follows:

Description 12/31/08 12/31/07 Changes
Payables for shareholder loans 13,194 12,542 652
Payable to other lenders 187 180 7
Financial payables for dividends 0 0 0
Other current financial payables 4,907 4,349 558
Total 18,289 17,071 1,218

The balance of shareholder loans relates to the payable to the shareholder Castellarano Fiandre
SpA, a subsidiary of the indirect parent company Iris Due SpA, against a short-term loan received
at advantageous conditions of Euribor one year plus a spread of 0.25%; at December 31, 2008,

the applicable rate was 4.225%.

Other financial payables consists of two interest bearing loans provided at market conditions to the
subsidiaries Technoposa Srl and Floornature.com spa as well as a loan of Euro 500 thousand,

received by the subsidiary Techgeo.

The balance also takes into account interest matured as at December 31, 2008.

25) Current bank payables

The composition of this account is detailed in the schedule below:

Description 12/31/08 12/31/07 Changes
Foreign currency export downpayments 7,160 8,382 (1,223)
Short term bank loans 28,100 25,959 2,141
Other short-term bank payables 5 1 4
Total 35,265 34,342 923

The bank payables relate to the export advances in foreign currencies of Euro 7,160 thousand and
a short-term “roll over” loan of Euro 28,100 thousand.

There are no “covenants” relating to any financing agreements.
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26) Trade payables

The composition of this account is detailed in the schedule below:

Description 12/31/08 12/31/07 Changes
Current trade payables from GF group companies 3,837 3,063 774
Current trade payables from related parties 8,018 7,202 816
Current trade payables from third parties 24,137 21,197 2,940
Total 35,993 31,462 4,531

They relate to payables deriving from commercial transactions at market prices. Reference should
be made to the Directors’ Report on operations for more information on the transactions.

27) Current tax payables

The composition of this account is detailed in the schedule below:

Description 12/31/08 12/31/07 Changes
IRAP payable in current year - 88 (88)
Withholding tax payables 1,767 1,547 220
Total 1,767 1,635 132
28) Other current payables
The composition of this account is detailed in the schedule below:

Description 12/31/08 12/31/07 Changes
Payables to directors for emoluments 132 532 (401)
Payables to statutory auditors for emoluments 41 72 (31)
Payables to personnel for remuneration 3,589 3,315 273
Payables to social security institutions 1,448 1,464 (16)
Payables for purchase of investments - short term 442 395 47
Downpayments 1,095 991 103
Other payables 93 468 (375)
Accruals 183 248 (65)
Deferred income 92 20 72
Total 7,114 7,506 (392)
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Directors payables for emoluments include bonuses and other incentives, remuneration for the

year, relating to the executive directors Verdi and Selmi, which will be paid in the current year.

The payable to employees relates to the salary for the month of December, bonuses matured, and
the amount for vacation days not taken.

Payables to pension and social security institutions relate to the payables for pension and social

security contributions as at December 31, 2008.

The value of the account “payables for purchase of investments — short term” relates to the current
portion of the payable for the put-call option of the investment Canada Inc., previously reported.

SUMMARY OF PAYABLES TO GROUP COMPANIES OF THE GRANITIFIANDRE GROUP

The financial, trade and other payables from Group companies are summarised in the table below:

Financial Payables

Trade Payables

Other Payables

Total
Company
<lyear | >1year <1 year >lyear | <lyear | >1year

Floornature.com Spa 2,836 70 2,906
Geologica Milano Srl 28 28
Granitifiandre Praha Sro 1 1
Geologica Parma Srl 1 1
Hydrodesign Srl 587 587
Porcelaingres GmbH 2,900 2,900
Ceramiche Riunite Srl 36 36
Savoia Canada Inc. 3 3
StonePeak Ceramics Inc - 52 52
Techgeo SL 500 51 551
Technopose Sarl 93 93
Technoposa Srl 1,571 15 1,586
Total 4,907 3,837 8,745
Guarantees

At December 31, 2008, there were commitments for guarantees to third parties of Euro 19,674
thousand (Euro 1,252 thousand at December 31, 2007), composed of: Euro 1,952 thousand for
guarantees in favour of clients and Euro 17,722 thousand for credit lines of the subsidiary

StonePeak.
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INCOME STATEMENT

The breakdown of the principal accounts in the income statement is shown below; the comparative

data for the previous year is also shown.

PRODUCTION REVENUES

Description 12/31/08 12/31/07 Changes
Revenues 129,038 130,859 (1,822)
Other revenues and income 6,401 4,491 1,910
Changes in inventory of finished products 2,767 598 2,170
Increases in fixed assets for internal works 19 23 4)
Total 138,225 135,972 2,253
The details of the revenues are provided below:
Description 12/31/08 12/31/07 Changes

Revenues 129,038 130,859 (1,822)
- finished products ceramics 115,839 116,026 (187)
- other finished products 8,360 9,103 (743)
- from services 4,838 5,730 (892)
Changes in inventory of finished products 2,767 598 2,170
- work in progress, semi-finished and finished 2,947 748 2,200
- inventory provision (180) (150) (30)
Increases in fixed assets for internal works 19 23 4)
- internal work capitalised 19 23 4)
Other revenue and income 6,401 4,491 1,910
- others 977 699 278
- commissions 7 9 (2)
- reimbursements 1,382 1,535 (153)
- prior period income 1,479 858 620
- royalties 892 - 892
- gains 207 41 166
- rental 196 169 27
- recovery of personnel expenses 1,261 1,180 82
Total 138,225 135,972 2,253

The main changes are commented upon below.
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29) Revenues

The division of the revenues by product is shown in the table below:

Description 12/31/08 12/31/07 Changes
Vitrified brand stoneware 104,014 108,257 (4,243)
Granitech Division — materials 3,799 2,492 1,307
Branded products 107,813 110,749 (2,936)
Granitech Division — structure 8,027 5,278 2,749
Branded products and structure 115,839 116,026 (187)
Polishing services 4,519 5,473 (954)
Semi-finished products 7,697 8,197 (500)
Fitting and installation services 401 404 3)
Royalties 50 - 50
Displays and Franchising 446 350 96
Others 86 409 (323)
Other Revenues 13,198 14,833 (1,635)
Total 129,038 130,859 (1,822)
30) Other revenues and income
Description 12/31/08 12/31/07 Changes

Prior period income 1,479 858 620
Recovery of personnel expenses 1,382 1,535 (153)
Prior period income 1,261 1,180 82
Others 977 699 278
Royalties 892 - 892
Gains 207 41 166
Rents 196 169 27
Commissions 7 9 (2)
Total 6,401 4,491 1,910

The principal increases of this account related to:

- Royalty revenues. Granitifiandre signed an important commercial partnership with Technokolla
SpA - a company operating in the adhesive sector with high technological content and among
the top five Italian companies in the adhesive sector for buildings. The partnership involves
GranitiFiandre undertaking the management of the image, sales and marketing. For this activity
GranitiFiandre SpA received a royalty of 25% of the 2008 Ebit generated by the company.

- Higher prior year income principally relating for Euro 465 thousand to lower income taxes paid
in the year and to the recognition of the tax credit for the research and development activity

carried out in 2007.

31) Change in inventory of finished products

Description 12/31/08 12/31/07 Changes
Changes in invent. of work in progress, semi-finished and finished 2,947 748 2,200
Inventory provision (180) (150) (30)
Total 2,767 598 2,170
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COSTS OF PRODUCTION

The movement in the period is shown in the table below:

Description 12/31/08 12/31/07 Changes
Services 45,247 42,749 2,498
Raw material, ancillary, consumables and goods 42,577 38,675 3,901
Personnel costs 27,343 27,278 65
Depreciation 5,536 5,574 37)
Provisions & write-downs 1,989 610 1,379
Rents, leases and similar 1,964 1,785 178
Other operating charges 1,613 1,321 292
Change in inventory of finished products (1,423) 51 (1,474)
Total 124,847 118,044 6,803
The main changes are commented upon in the following points:
32) Costs for raw materials, ancillary, consumables and goods
The composition of this account is detailed in the schedule below:

Description 12/31/08 12/31/07 Changes
Finished products ceramics 18,593 15,738 2,854
Raw materials 13,150 13,126 24
Other finished products 8,540 7,628 912
Material for consumption / other 2,482 2,394 88
Bonus for purchases (-) (187) (210) 23
Total 42,577 38,676 3,901

The increase of ceramic finished product costs is principally related to the purchases made from the
subsidiary Porcelaingres to better benefit from production synergies.

33) Service costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Energy 12,369 12,098 271
Services from third parties 7,776 7,821 (45)
Advertising and promotion 4,565 3,950 616
Transport 4,054 3,823 231
Commissions 3,466 2,946 519
Services: Others 3,339 3,324 16
Maintenance and repairs 3,131 2,956 174
Commercial consultants 1,810 1,286 524
Directors and statutory auditors fees 1,349 1,968 (620)
Personnel costs of third parties 1,287 666 621
Travel expenses 1,273 1,089 184
Administration and consulting services 646 677 (31)
Insurance 183 145 39
Total 45,247 42,749 2,498
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The increase in energy costs is almost exclusively attributable to the increase in the average

unitary cost of electricity and methane.

The drop in service costs is related to the decrease in turnover for processing and cutting services.

The commissions, sales and expenses of advertising trade fairs and shows increased due to the
continual promotional activities undertaken by the Granitifiandre group globally. In relation to this,
Granitifiandre was present, with its own stands, at the most important worldwide sector trade fairs.

The increase in transport costs is related to the significant increase in the cost of petroleum.

Description 12/31/08 12/31/07 Changes
Directors fees 1,276 1,896 (620)
Statutory auditors fees 72 72 -
Total 1,349 1,968 (620)
34) Rent, leases and similar costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Vehicles rental 1,067 884 183
Building rentals, leasing and other rentals 719 758 (39)
Equipment rental 178 144 34
Total 1,964 1,785 178
35) Personnel costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Wages and salaries 19,085 19,045 40
Grants 6,474 6,488 (14)
Employee leaving indemnity provision 1,565 1,381 183
Temporary personnel costs 219 364 (144)
Total 27,343 27,278 65
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36) Change in inventory
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Changes in raw materials, supplies and cons. 1,423 (51) 1,474
Total 1,423 (51) 1,474
37) Other operating costs
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Others 773 704 70
Income taxes and indirect taxes 325 288 37
Prior year charges 293 227 66
Stationary and printing 123 101 22
Losses on operational asset 99 2 97
Total 1,613 1,321 292
38) Amortisation & depreciation
The breakdown of amortisation and depreciation are as follows:

Description 12/31/08 12/31/07 Changes
Depreciation of tangible assets 5,315 5,263 52
Amortisation of intangible assets 221 311 (89)
Total 5,536 5,574 37)
39) Provisions and write-downs
The details are as follows:

Description 12/31/08 12/31/07 Changes
Shareholding write-downs 1,485 - 1,485
Provisions and write-downs of receivables 336 223 113
Other provisions 119 7 111
Provision for risks 50 380 (330)
Total 1,989 610 1,379
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The write-down of the investment relates to the subsidiary Savoia Canada Inc.

For further information, reference should be made to the comments under Investments.

The provision for risks was made against disputes in course.

The provision for doubtful debts was made in order to adjust the value of receivables to their

realisable value.

40) Financial income

The movement in the period is shown in the table below:

Description 12/31/08 12/31/07 Changes
Exchange gains realised 477 527 (50)
Investment income 429 40 389
Bank and other interest income 300 302 2)
Other financial income :other 35 49 (14)
Other financial income :from loans 1 424 (423)
Exchange gains from valuations - 2.826 (2.826)
Total 1.243 4.169 (2.926)
41) Financial charges
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Other financial charges: Interest on bank deposits 1,880 1,969 (89)
Other financial charges:Other 983 730 253
Exchange losses: on valuations 225 - 225
Exchange losses: realised 207 2,325 (2,118)
Write-downs of equity investments 4 4 -
Total 3,299 5,029 (1,730)

The exchange gains from valuations and realised gains were generated principally from the
movement in the Euro exchange rate with the US Dollar and in particular relate to the adjustment

of some loans in US Dollars.

The exchange losses from valuations and realised losses principally relate to trade receivables in

US Dollars.

The exchange differences not realised from the conversion of foreign currencies at the end of the

period are recorded in the individual asset and/or liability accounts.
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42) Income taxes for the year
The details are as follows.

Description 12/31/08 12/31/07 Changes
Current taxes 5,425 7,145 (1,720)
Deferred tax charge - 1,283 (1,283)
Deferred tax income (1,164) (87) (2,077)
Total 4,261 8,341 (4,080)

The percentage of Ires income taxes on the pre-tax profit was 33.14%, above the 33.00%
theoretical rate with a difference of 0.14 percentage points.
Deferred tax assets are recorded net of deferred tax liabilities: both are calculated based on the
future taxation of temporary assessable differences, which is shown in the following table:

Description 12/31/08 12/31/07 Changes
Sales representatives expenses 67 100 (33)
Write-down of equity investments 30 30 --
Statutory auditors and external auditors fees 92 91 1
Directors fees 115 532 (417)
Agent's supplementary indemnity 599 399 200
Inventory provision 1,910 1,730 180
Provision for risks 600 550 50
Provision for doubtful debts - not tax deducible 827 827 -
Trademarks Amortisation 12 - 12
Sub.Total. IRES deferred tax assets 4,252 4,258 (6)
Fiscal depreciation -- (3,509) 3,509
Non-realised exchange differences (12) (237) 225
Deferred gains (311) (198) (113)
Sub.Total. IRES deferred tax liability (323) (3,944) (3,621)
Total IRES 3,929 314 3,615
Sales representatives expenses 67 100 (33)
Statutory auditors and external auditors fees 92 91 1
Agent's supplementary indemnity 599 399 200
Inventory provision 1,910 1,730 180
Provision for risks 600 550 50
Trademarks Amortisation 12 - 12
Sub.Total. IRAP deferred tax assets 3,280 2,870 410
Fiscal depreciation - (3,509) 3,509
Deferred gains (89) (198) 109
Sub.Total. IRAP deferred tax liability (89) (3,707) 3,618
Total IRAP 3,191 (837) 4,028
Total 7,120 (523) 7,643

The rates applied were 3.9% for Irap and 27.5% for Ires.

Financial Statements as at December 31, 2008

page 159




GHAHITIﬂIRHDHE

Financial Statements
GranitiFiandre SpA

43) Profit for the year
The breakdown is as follows:

Description 12/31/08 12/31/07 Changes
Net profit/(loss) for the year 7,061 8,727 (1,666)
Total 7,061 8,727 (1,666)
OTHER INFORMATION
Statement of the Net Financial Position

12/31/08 12/31/07

Cash and banks 3,795 6,652
Related parties loans - short term (13,194) (12,542)
Short-term bank payables & other lenders (40,360) (38,871)
Net financial position - short term (49,759) (44,761)
Medium/long term - other lenders (817) (1,004)
Total medium/long term (817) (1,004)
Net financial position (50,576) (45,765)
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List of Significant Investments
A summary of investments held in non-listed companies, including overseas, with a holding above
10% at the year end is provided below.

Company Head office Note | Curren Share % held
cy capital Direct + Indirect ~ Total holding

Technoposa Srl Castellarano (RE) — Italy Euro 99,500 51.00 51.00
Floornature.com Spa Fiorano Modenese (MO) — Euro 2,500,000 90.00 90.00

Italia
Porcelaingres Gmbh Vetschau — Germany (11) | Euro 48,200,000 99.99 99.99
StonePeak Ceramics Inc Delaware — Usa (9) | UsSD 122,921,568 98.36 98.36
Architectural Stone LLC Miami — Usa ((180)) uUsD 4,302 63.50 37.46
Architectural Imports LLC Miami — Usa (4) |UsSD 8,617,550 60.00 59.02
Architectural Imports Inc. Miami — Usa 22; usbD 335,728 100.00 59.02
Mediterranea LLC Miami — Usa (7) |USD 645,507 100.00 59.02
GranitiFiandre Praha Sro Prague — Czech Republic CzK 100,000 66.00 66.00
Ceramiche Riunite Srl Bologna — Italy (1) |Euro 98,800 50.00 50.00
Geologica Milano Srl Milano — Italy (2) |Euro 126,900 90.00 90.00
Geologica Parma Srl Parma — Italy Euro 98,000 51.00 51.00
Hydrodesign Srl Castellarano (RE) — Italy Euro 80,000 51.00 51.00
Kaleidos Design Sl Castellon de la Plana —| (3) |Euro 100,000 85.00 43.35

Spain
Technopose & Bedel Sarl Paris — France Euro 200,000 93.98 93.98
Techgeo SL Castellon de la Plana —

Spain Euro 250,000 50.001 50.01
Savoia Canada Inc. Toronto - Canada CAD 100,000 90.01 90.01
Consorzio Sicurezza Gruppo
Iris Ceramica Srl Sassuolo (MO) — Italy Euro 105,000 14.29 14.29
Dex SpA Se_sto Fiorentino (FI) - Euro 1,000,000 15.00 15.00
Giulio Tanini SpA :Efglr?ence — Italy Euro 1,000,000 15.00 15.00
Geologica Palermo Srl Palermo — Italy Euro 30,000 12.50 12.50

(1) Ceramiche Riunite Srl is subject to dominant influence by Granitifiandre SpA,;

(2) Value includes increase in share capital of Euro 30 thousand made in 2007.

(3) Kaleidos Design SL is held 85% by Hydrodesign srl;

(4) The value of the share capital derives from the 100% of the investment in Architectural Import Inc. conferred by the shareholders;
(5) Architectural Import LLC is held 60% by StonePeak Ceramics Inc;

(6) Architectural Import Inc is held 100% by Architectural Import LLC;

(7) Mediterranea LLC is held 100% by Architectural Import Inc;

(8) Architectural Stone LLC is held 63.5% by Architectural Import Inc;

(9) Value includes increase in share capital of USD 3 million made in Transceramica Ltd, incorporated in 2006 into StonePeak Ceramics
Inc;

(10) 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.

(11) Value includes increases in share capital of Euro 13 million and Euro 5.2 million made respectively in 2003 and 2007;
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Key data of the parent company

The ultimate holding company is Iris Due SpA, which controls Finanziaria Ceramica Castellarano
SpA, the parent company of GranitiFiandre SpA.
The key results of the financial statements at December 31, 2007 of Iris Due SpA, are as follows:

SUMMARY OF THE FINANCIAL STATEMENT AT 12/31/2007 OF THE COMPANY IRIS DUE SPA
(in Euro thousand)

Name Iris Due SpA
Registered offices Modena — Via Canalino 16
Share Capital € 1,000,000
Fiscal and VAT number 03019300361
REA 351000

SHAREH VALUE | COSTS [AMMORT| FINANCIA [ADJUSTM|EXTRAOR| INCOME
ASSETS | LIABIL. |OLDER'S| SALES OF OF ISATION |L INCOME | ENTS | DINARY TAXES PROFIT

EQUITY PRODUCT|PRODUCT| & (CHARGE OF INCOME

ION ION  |DEPREC. S) VALUE | (CHARGE
S)
| 20,945| 389| 20,556| | | (68)| (5)| 1,744| (131)| | (182) 1,362

Directors and statutory auditors fees

The remuneration of the directors of Granitifiandre S.p.A. is shown in the table below. The column
“other remuneration” relates to the remuneration received as executive director. The column Bonus
and other incentives includes the value of the variable incentives related to the attainment of
specific objectives.

The data relating to directors is shown below.

Name and surname Description of office Remuneration
Office held Duration of Emolument for Non Bonus & Other
office the office monetary other remuneration
benefits incentives
Graziano Verdi Chairman and 01/01 - 12/31 400 6 282 344
Executive Director

Alberto Selmi Executive Director 01/01 - 12/31 350 -- 58 --
Mauro Tabellini Executive Director 01/01 - 12/31 52 -- -- --
Sergio Stefano Mascaretti | Director 01/01 - 12/31 26 -- -- -
Romano Minozzi Director 01/01 - 12/31 -- -- -- --
Roberto Nasi Director 01/01 - 12/31 26 -- -- --
Alfredo Scotti Director 01/01 - 12/31 26 -- -- --
Total 880 6 340 344
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The data relating to statutory auditors is shown below:

Description of office Remuneration
Name and surname Non- Bonus Other
Office Held Duration of Emolument for monetary and other Compensatio
office the office Benefits incentives ns
Edoardo Rossini* Chairman 01/01 - 12/31 30
Francesca Pagliani * Standing auditor 01/01 - 12/31 20
Rosa Carla Parisi ** Standing Auditor 01/01 - 12/31 20
Total 70

(*) Appointed by the Shareholders’ Meeting of May 13, 2004

(**) Appointed by the Shareholders’ Meeting of April 28, 2006

The statutory auditors were re-elected at the shareholders’ meeting of April 26, 2007 and will remain in
office until the approval of the annual accounts for the year ending December 31, 2009.

Disclosure pursuant to article 149 of the Consob Issuer’s Regulation

The following table, prepared pursuant to article 149 of the Consob Issuer’'s Regulations, reports the
payments made in 2008 for audit services and other services carried out by the audit firm.

Audit firm Fees 2008
Audit Deloitte & Touche S.p.A. 56
Other services Deloitte & Touche S.p.A. 1) 1
Total 57
1) Services regarding "Modello Unico" and "Modello 770"
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SIGNIFICANT NON-RECURRING EVENTS AND OPERATIONS

During the year ended December 31, 2008 there were no events/operations within the indications
contained in Consob Communication No. DEM/6064293 of July 28, 2006. Management of the
Company considered “non-recurring events and operations” as those not considered to be related
to the normal activities of the company.

POSITIONS OR TRANSACTIONS DERIVING FROM ATYPICAL AND/OR UNUSUAL
OPERATIONS

During the year ended December 31, 2008 there were no events/operations within the indications
contained in Consob Communication No. DEM/6064293 of July 28, 2006. As indicated in this
document “atypical and/or unusual operations” are transactions which for size/importance, nature
of the counterparties, nature of the transaction, method in determining the transfer price or time
period (close to the vyear-end) could have given rise to doubts in relation to: the
correctness/completeness of the information in the financial statements, conflict of interests,
safeguarding the company’s assets, protecting minority shareholders”.

Castellarano, March 13, 2009

The Chairman and Chief Executive Officer

Graziano Verdi
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Declaration of the financial statements as per Article 81-ter of Consob Regulation
No. 11971 of 14 May, 1999 and subsequent modifications and integrations

The undersigned Graziano Verdi, as Chairman and CEO, and Dario Maggioni, executive
responsible for the preparation of the corporate accounting documents of Granitifiandre S.p.A.,
affirm, and also in consideration of article 154-bis, paragraphs 3 and 4, of Legislative Decree No.
58 of February 24, 1998:

e the accuracy of the information on company operations and
¢ the effective application,

of the administrative and accounting procedures for the compilation of the financial statements for
the year ended December 31, 2008.

In addition, we declare that the financial statements for 2008:

e corresponds to the underlying accounting documents and records;

e were prepared in accordance with International Financial Reporting Standards adopted by
the European Union and also in accordance with article 9 of Legislative Decree 38/2005
and provide a true and fair representation of the balance sheet, financial position and
results of the issuer.

Castellarano, March 13, 2009

Executive responsible for the preparation Chairman and
of corporate accounting documents Chief Executive Officer
Dario Maggioni Graziano Verdi
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