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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 data from the financial statements as at December 31, 2006 of Iris Due SpA, are as

follows:

SUMMARY OF THE FINANCIAL STATEMENT AT 12/31/2006 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 [AMORTIS| FINANCIA [ADJUSTM|EXTRAOR| INCOME PROFIT
ASSET | LIABIL. | OLDERS' |SALES OF OF ATION & | L INCOME | ENTS OF | DINARY TAXES

EQUITY PRODUCT|PRODUCT | DEPREC. | (CHARGE | VALUE | INCOME

ION ION S) (CHARGE
S)
| 19,561| 366| 19,195| | | 69| 5| 734| | | @) 660

Directors and statutory auditors fees
The following tables show the remuneration paid in the year to directors and statutory auditors. The
column ‘other remuneration’ includes gross remuneration received as an executive of the

company.

The data relating to statutory auditors is shown below:

Description of office Remuneration
Name and surname Office Held Duration of Emolument for Office Held Duration Name and
office the office of office surname
Edoardo Rossini* Chairman 01/1 - 12/31/07 30
Francesca Pagliani * Standing member 01/1 - 12/31/07 20
Rosa Carla Parisi ** Standing member 01/1 - 12/31/07 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.
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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 1/1-12/31 341 5 811 343
Executive Director

Romano Minozzi Executive Director 1/1-12/31 -- -- -- --
Alberto Selmi Executive Director 1/1-12/31 350 -- 198 --
Mauro Tabellini(*) Executive Director 1/1-12/31 43 -- -- -
Sergio Stefano Mascaretti(**) | Director 1/1-12/31 35 - -- -
Roberto Nasi Director 1/1-12/31 26 -- -- --
Alfredo Scotti Director 1/1-12/31 26 -- -- --
Giacomo Mazzoni Executive Director 1/1 — 04/26 14 -- -- --
Luigi Guatri Director 1/1 - 04/26 9 - -- -
Total 844 5 1.009 343

(*) in office from 1/1/07 to 26/04/07 as a Director and from 26/04/07 to 31/12/07 as Executive Dirrector.
(**) in office from 1/1/07 to 26/04/07 as Executive Director and from 26/04/07 to 31/12/07 as a Director.

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 2007 for audit services and other services carried out by the audit firm.

Audit firm Fees 2007
Audit

Deloitte & Touche S.p.A. 54
Other services

Deloitte & Touche S.p.A. 1) 1
Total 55

1) Services regarding "Modello Unico" and "Modello 770"
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SIGNIFICANT NON-RECURRING EVENTS AND OPERATIONS

During the year ended December 31, 2007, 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, 2007, 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 year-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 21, 2008

The Chairman

Graziano Verdi
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Certification of the Financial Statements as per Article 81-ter of Consob Regulation
No. 11971 of May 14, 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
e the effective application,

of the administrative and accounting procedures for the compilation of the financial statements for
the year ended December 31, 2007.

In addition, we certify that the financial statements for 2007:

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 21, 2008

Chairman and Executive responsible for the

Chief Executive Officer preparation of corporate accounting
documents

Graziano Verdi Dario Maggioni
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Granitifiandre S.p.A.

Registered office at Castellarano (RE) - Via Radici Nord 112
Share capital Euro 18,431,339.00 fully paid-in
Registered at the Company’s Register Office of Reggio Emilia
Tax Number: 03056540374

STATUTORY AUDITORS’ REPORT TO THE SHAREHOLDERS’ MEETING IN
ACCORDANCE WITH ARTICLE 153 OF LEGISLATIVE DECREE 58, 1998 AND
ARTICLE 2429, PARAGRAPH 3 OF THE CIVIL CODE
FOR THE YEAR ENDED DECEMBER 31, 2007

Dear Shareholders,

The financial statements were approved unanimously by the Board of Directors’ meeting of
March 21, 2008 and on the same date presented to the Board of Statutory Auditors; a report on
these financial statements is presented below.

For the year ended December 31, 2007, in conjunction with the independent audit firm, we have
performed controls and verifications in compliance with the requirements of law, and in
accordance with the principles of conduct for Statutory Auditors as recommended by the Italian
Accounting Profession (Consigli nazionali dei dottori commercialisti e dei ragionieri) and in
accordance with Consob communication DAC/RM/97001574 of February 20, 1997,
DEM/1025564 of April 6, 2001 and DEM/2064231 of September 30, 2002.

During our mandate:

a) We attended the meetings of the Board of Directors, through which we received information
on the activities performed and on the most important economic and financial operations
made by the company and its subsidiaries. In relation to these activities, we believe that the
actions deliberated and taken are in conformity with law and the by-laws of the company
and were not imprudent or risk related; when in potential conflict of interest due
communication was made and no operations were made contrary to the deliberations taken
by the Shareholders’ Meeting or such as to compromise the integrity of the company assets;

b) We have obtained information and monitored, within the scope of our duties, the adequacy
of the organisational structure of the company and compliance with the principles of correct
administration through direct observations, gathering of information from the persons in
charge of the operating functions and meetings with the independent audit firm for the
reciprocal exchange of relevant information;

c) We have evaluated the effectiveness of the company's internal audit, administration and
accounting procedures. In the latter case, we also assessed the accounting system for the
purposes of ensuring that it accurately represents data on operations in accordance with the
principles of correct administration, by obtaining information from the heads of the
respective corporate departments and from analysing the results of the work carried out by
the independent auditors.

The Company also prepared the half-year report, which was issued within the terms and
conditions required by Consob, as well as the quarterly reports as per article 82, of Consob
Regulation No. 11971.

The Board of Statutory Auditors believes that the preparation of the statutory financial
statements and of the directors’ report, prepared by the Directors, is in compliance with law and
provides adequate disclosure in relation to the more significant operations during the year 2007
and in the first months of 2008; in relation to the accounting and consolidation principles
utilised in the preparation of the consolidated financial statements, these are in accordance with
applicable accounting standards and International Accounting Standards (IAS/IFRS).

In relation to the above and with specific reference to the disclosures required by Consob



communications of February 20, 1997 and April 6, 2001 and to the disclosure of related party
transactions contained in Consob communication of September 30, 2002, we report on the
following:

1.

~

The most important economic, financial and equity operations;

- the subscription to the share capital increase in the American subsidiary Stonepeak
Ceramics Inc. for a total of USD 80,000,000, proportional to its holding (98.36%) and
consequent repayment of the loans granted,;

share capital increase in the German subsidiary Porcelaingres Gmbh for Euro 5.2 million;
share capital increase in the subsidiary Savoia Canada Inc. for CAD 1.3 million;

provision of a surety on the American subsidiary Stonepeak Ceramics Inc. to permit this
latter to utilise a credit line of USD 10 million.

commercial plan and promotional investment budget for 2008 of Euro 7.1 million.

After the end of the year 2007, the following significant operations took place:

- authorisation for a further holding in Giulio Tanini Spa, commercial company located in
Florence (7.5% in addition to the current 7.5%).

- authorisation to participate in a Temporary Enterprise Association for the supply of
paving, with a holding of 28%.

The completeness of the information contained in the financial statements and in the
directors’ report in relation to inter-group operations and with related parties.
The verification activity did not observe significant non-recurring events and transactions
and atypical or unusual transactions either with inter-group or related parties or third parties
as defined in Consob communication DEM/6064293 of July 28, 2006. Within the Group,
the main operations involved production integration and various support activities, such as
financial, management of suppliers of goods and services and human resources. Based on
the information received, all of these operations, pertaining to normal business activity,
were regulated at normal competitive conditions, taking into account the quality of the
goods and services and responding to reciprocal business needs. The inter-group and related
party transactions were exhaustively reported upon by the Directors at each Board meeting,
as well as in the explanatory notes and in the Corporate Governance report.

The directors did not report to us the existence of any petitions during the year 2007 or
thereafter, up to the date of the present report, nor have any complaints been made pursuant
to article 2408 of the Civil Code;

The accounting records and the 2007 financial statements are audited by Deloitte &
Touche S.p.A., who also audited the subsidiary companies pursuant to article 165 of
Legislative Decree No. 58 of February 24, 1998.

No other assignments were awarded to the audit firm other than the audit of the
financial statements, the Group consolidated financial statements, the limited half-year audit
as per Consob communication DAC/RM/97001574 of February 20, 1997 and the control of
the accounting records and correct recording of the operational events pursuant to article
155 of Legislative Decree 58/98, for the years ended December 31 of 2007, 2008 and 2009.
In addition, the audit company was appointed to undertake the fiscal declaration for the
Unico and 770 forms.

No assignments were made to parties related to the audit firm.

During the year, the Board of Statutory Auditors provided favourable opinions on:

a) the approval of the quarterly reports and the half-yearly report presented by the BoD;

b) the internal control committee reports presented to the various BoDs, directors’
remuneration for the year 2007 and incentive agreements for 2008; the Corporate
Governance report;

¢) changes to the Company By-Laws in accordance with the law for the protection of
savings;

d) operations indicated under point 1) of the present report;



10.

11.

12.

13.

14.

15.

e) appointment of the auditors for the financial statements for the year ended December
31, 2007, 2008 and 2009 and the relative consolidated financial statements to the
company Deloitte & Touche spa;

f) appointment of the executive responsible for the preparation of the accounting
documents;

g) appointment of the members of the Internal Control Committee and the Remuneration
Committee;

Frequency of the board meetings during the year 2007:

- Ordinary Shareholders’ Meeting for the approval of the Annual Accounts for 2006, held
in first convocation on 26/4/2007.

- Extraordinary Shareholders’ Meeting for the approval of the By-Laws, held in
first convocation on 29/6/2007, required by Legislative Decree No. 303/2006
and Law No. 262/2005.

- The Board of Directors held 8 meetings: 14/2/07, 27/3/07, 26/4/2007, 14/5/07, 7/6/07,
10/8/07, 21/9/07 and 13/11/07.

- The Internal Control Committee held 11 meetings: 16/1/07, 2/3/07, 13/3/07, 22/3/07,
27/4/07, 11/6/07, 18/7/07, 1/8/07, 12/9/07, 16/10/07 and 13/12/07.

- The Board of Statutory Auditors held 5 meetings: 13/2/07, 4/4/07, 3/7/07, 14/10/07 and
13/12/07.

The Board of Statutory Auditors undertook a regular exchange of information with the
audit firm Deloitte & Touche, also in the presence, for the company, of the Directors
Mascaretti, Selmi and Verdi.

The Board of Statutory Auditors, at the end of the year 2007 and on the filing of the present
report, attended the Board Meetings, which were held on February 14, 2008 and March 21,
2008.

The attendance of the Board of Statutory Auditors at the board meetings and the
information received from persons who were conferred powers illustrates thorough respect
of the principals of correct administration of the company. The company correctly prepared
the half-year report pursuant to article 2428, fourth paragraph, of the Civil Code and applied
a limited audit, and complied with the law in relation to the terms for communication and
filing.

The organisational structure is in line with the size, complexity and importance of the
corporate structure.

The improvement of the internal control structure continued in 2007 with regard to the
internal procedures of the company and also within the foreign subsidiaries.

The administration and accounting system is adequate for the organisational structure, both
in relation to the systems and the availability of personnel with specific capacity; the system
is therefore considered reliable and capable of fairly representing the operational events. In
relation to the entry into law of European Regulation No. 1606 of 2002, the company
provided us with the consolidated financial statements and the directors’ report in a timely
manner; the separate company financial statements at December 31, 2007 were prepared in
accordance with current regulations and therefore International Accounting Standards
(IAS/IFRS).

An Executive has been appointed responsible for relations with subsidiary companies in
accordance with article 114, paragraph 2, of Legislative Decree 58/98; this information is
regularly communicated.

Pursuant to article 150, paragraph 2, of Legislative Decree 58/98, periodic meetings were
undertaken with the Audit Firm to verify the reliability of the administrative-accounting
system and of the internal control system with reciprocal exchange of information and
reports that there were no significant matters — also in the current year. The Audit Firm



undertook quarterly verifications without reporting any matters on the accounting system
and on the adoption of the correct accounting principles, as was the case in the meeting
between the Statutory Auditors and the Auditors on March 12, 2008, which - from the
verifications - no significant problems arose.

16. The company has adopted the self governance code issued by the Corporate Governance
Committee for listed companies; the company communicated, to Consob and to the market,
the transactions made with relevant persons and persons strictly related to them pursuant to
article 152 of the Consob Issuers’ Regulation.

17. We confirm that the Board of Directors and the Directors with delegated powers are
absolved of the information obligation to the Board of Statutory Auditors as our supervision
activity was undertaken in a satisfactory manner; no administrative irregularities or matters
to report upon were noted from our supervision activities. We also undertook our functions
in collaboration with the audit firm Deloitte & Touche S.p.A., appointed auditors, and based
on the audit report, from which no matters arose to report upon.

18. There are no proposals to be made as per article 153, paragraph 2 of Legislative Decree 58
of 1998.

19. In relation to the protection of personal data, the Board has updated the Programmed
Document on Security (DPS), already in force.

The Board finally noted compliance with law in the financial statements format adopted and its
adequacy in relation to the activities undertaken by the companies, the adequacy of the
accounting principles in the recording of the transactions by the company, the correspondence
between the financial statements and the facts and information which we are aware of. The
Board also expresses its agreement in relation to the criteria and techniques adopted by the
Directors in the preparation of the consolidated financial statements and the criteria and
techniques in accordance with current regulations; the correctness of the consolidation scope
and the statements adopted are in compliance with law.

Finally, we confirm the correctness of the directors’ report pursuant to article 2428 of the civil
code, the data and results of the financial statements and the principles of fairness, correctness
and clarity established by law.

In relation to the results from the financial statements, the company ended the year December
31, 2007 with a net profit of Euro 8,727 thousand after amortisation and depreciation and
provisions of Euro 6,184 thousand and income taxes of Euro 8,341 thousand; the net equity,
including the net profit for the year, amounts to Euro 168,671 thousand.

The consolidated financial statements report a net profit of Euro 13,846 thousand and a
consolidated net financial position of Euro -46,412 thousand in consideration of the investments
made in the year. The consolidated net equity, including the net profit of minority interests,
amounted to Euro 157,311 thousand.

In view of the above, we express a favourable opinion in the approval of the financial
statements for the year ended December 31, 2007 and we believe that the dividend proposed by
the Board of Directors is appropriate in consideration of the results for the year and the available
net equity, as well as the financial conditions of the company.

Castellarano, April 3, 2008
The Board of Statutory

Auditors
Rossini dr. Edoardo Parisi dr.ssa Rosa Carla Pagliani avv. Francesca
(Chairman) (Standing Auditor) (Standing Auditor)
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AUDITORS’ REPORT PURSUANT TO ART. 156
OF LEGISLATIVE DECREE No. 58 OF FEBRUARY 24, 1998

To the Shareholders of
GRANITIFIANDRE S.p.A.

1. We have audited the financial statements of Granitifiandre S.p.A., as of and for the year ended
December 31, 2007, which comprise the balance sheet, the statements of income, changes in
stockholders’ equity and cash flows and the related explanatory notes. These financial
statements are the responsibility of the Company’s Directors. Our responsibility is to express an
opinion on these financial statements based on our audit. These financial statements represent
Granitifiandre S.p.A.’s first annual financial statements prepared in accordance with
International Financial Reporting Standards (IFRS) as adopted by the European Union.

2. We conducted our audit in accordance with the Auditing Standards recommended by CONSOB,
the Italian Regulatory Commission for Companies and the Stock Exchange. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also
includes assessing the accounting principles used and significant estimates made by the
Directors, as well as evaluating the overall financial statement presentation. We believe that our
audit provides a reasonable basis for our opinion.

The financial statements present for comparative purposes the corresponding data for the prior
year. For the opinion on the prior year’s financial statements, reference should be made to our
auditors’ report dated April 2, 2007.

3. In our opinion, the financial statements referred above present fairly, in all material respect, the
financial position of Granitifiandre S.p.A. as of December 31, 2007, and the results of its
operations and its cash flows for the year then ended in accordance with IFRS as adopted by the
European Union and in accordance with measures issued in operation of art. 9 of Legislative
Decree n. 38/2005 as well.

DELOITTE & TOUCHE S.p.A.

Signed by

Domenico Farioli
Partner

Parma, Italy
April 4, 2008

This report has been translated into the English language solely for the convenience of international

readers.
Ancona Bari Bergamo Bologna Brescia Cagliari Firenze Genova Milano Napoli Padova Parma Perugia Member of
Roma Torino Treviso Verona Deloitte Touche Tohmatsu
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