DIRECTORS' REPORT ON GROUP ACTIVITIES - 2007

Dear Shareholders

This report accompanies the consolidated financial statements for the year ended 31 December 2007. It has
been prepared by the Board of Directors which is composed of the following five members:

Oscar Zannoni Chairman of the Board of Directors and General Manager
Alfonso Panzani Director
Loredana Panzani Director
Giancarlo Pellati Director
Angelo Rossini Director

The Board’s term of office expires on the Shareholders’ approval of the financial statements for the year
ended 31 December 2007, as decided at the Shareholders’ Annual General Meeting held on 4 May 2007.

The 2007 consolidated financial statements show a profit of Euro 10.9 million compared with a profit of
Euro 3.7 million in the preceding year.

It should be noted that subsequent to the entry in force of the European Community Regulation nr.
1606/2000, established by the European Parliament and Board on 19th July 2002, and to national legislation
of such Regulation, that is to say, Legislative Decree nr. 38 issued in 2005, starting from the year 2006, the
Ceramiche Ricchetti Group has adopted the IAS/IFRS International Accounting Principles for the
preparation of the statutory financial statements also.

The consolidated financial statements and the statutory financial statements as at 31st December 2007 have
therefore been prepared in accordance with the international accounting principles (IAS/IFRS). The
statutory financial statements as at 31st December 2007 are the second financial statements prepared in
accordance with IFRS.

BUSINESS TREND

A preliminary balance of the business trend for 2007 that shows a decrease in volumes (-1.1%), that leads
us to expect that 2008 will continue this substantial trend. But in the Italian ceramic tiles sector remains a
lot of tension as regards industrial costs, that increased by +1.92% during the first six months of 2007, that,
together with the significant devaluation of the dollar, continues to impact negatively on the income
margins of Italian companies, in different ways according to the dimensions and the type of organization.

These are just a few of the principal consequences of “Dollar, oil, subprime, interest rates, international
competition: what kind of competitivity for the Italian ceramic tiles industry?” the convention held on 17th
December 2007 at the head office of the Association in which the main speakers were Mr Alfonso Panzani,
the Managing Director of the Marco Mingarelli Association and Mr Giorgio Barbolini of the Banca
Popolare dell’Emilia Romagna. The other speakers involved in the convention were Ms Susanna Rubbiani
of the Banca Popolare dell’lEmilia Romagna, the logistics expert Mr Niccolo Pascale Guidotti Magnani,
Professor Andrea Landi of the Universita di Modena e Reggio Emilia and Mr Luigi Bidoia of Prometeia.
Professor Angelo Tantazzi, President of the Italian Stock Exchange, proceeded subsequently with the
conclusion of the convention.

The Italian ceramic tiles industry

Estimates relating to the year 2007 show the following figures for the Italian ceramic tiles industry:
production totalling 563 million square meters (-1.1%), total sales 560 (-1.1%) deriving from 390 million
exported (-1.6%) and steady domestic sales at 170 million, to which more than 115 million square meters,
on the increase, produced by Italian companies abroad in 2006.

Against a standstill in foreign markets where Italian ceramic industries have been present for a long time,
there are significant performances in those countries that have recently joined the European Union (+7.4%),
in other countries in Eastern Europe (+5.7%). One extremely negative figure (-22%) relates to the Norh
American market that has been significantly impacted by the American real estate market and by the
weakness of the dollar.

As regards profitability, an analysis of our financial statements prepared by Banca Popolare dell’Emilia
Romagna demonstrates how belonging to a Group and to an organizational structure can be a determining
factor for ceramic tiles companies. This can be demonstrated by the trend in the operating margins relating
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to 2006, that in Groups reaches almost 9% (against 8.09% in 2005), whilst in medium sized companies, this
figure totals 6.82% of net income (it was 6.24% in 2005). The values relating to minor companies were
even less.

The analysis carried out by “Centro Studi Confindustria Ceramica” on cost dynamics relating to the first
half of 2007 shows in fact a minor increase compared with 2006 (+1.92%) due to minor dynamics of
electricity costs (1.81% for electricity, thermic electricity is unvaried). The factor that has sustained the
increase in manufacturing costs is above all the increase in enamels and colours (+6.24%) and the
significant increase in packaging (+10.29%).

Forecast for 2008

The principal sectorial indicators register a substantial standstill for next year too. The limited +0.6% in
growth of exports towards the European Union has great value because this area absorbs 52% of total
Italian exports and because it represents an inversion of trend after years of crisis. The renewed interest
demonstrated by the Middle East and North Africa areas (an expected +2.8%) just as the new countries that
have entered the European Union (+3.9%). The internal market remains steady and confirms the sales
volumes reached in 2007. The fluctuations of the dollar will continue to play an essential role next year too
for the United States, where expectations announce a further decrease (-2.6%) in the sales of Italian ceramic
tiles.

The world ceramic tiles market

Even although at a slower pace compared with the past, the world consumption of ceramic tiles increased in
2007 by +6.7% and is now equal to 8.4 billion square meters. Consumption in Italy is steady (+1.7%) whilst
the most impacted area as regards the crisis of the international markets is undoubtedly North America (-
22%). The “New European Union countries” are experiencing a positive trend (+9%) just like in the other
European countries whose +10.7% is mainly due to the brilliant Russian market. The performances of Middle
East and North African countries are extraordinary (+8.2%), whilst Brazil (+6.6%) confirms itself as being the
locomotive of the whole of Latin America. Asia continues to grow (+8.8%), dragged by China whose
consumption in 2007 exceeded 3 billion square meters.

In 2008 it is expected that world consumption will continue to grow (+6.6%). In Italy the growth is expected
to be in the region of +1.1%, whilst Spain is not expected to increase (-0.5%). As regards the new countries of
United Europe, the positive trend will continue in 2008 also, even although with inferior values whilst the

excellent performances of the Middle East, Russian, Asiatic and Latin American markets are confirmed.

Tab A I consumi di piastrelle nel mondo

Livelli 'os var., %

{mil. m%) 2004 2005 2006 2007 2008
TOTALE 7356 7.4 6.3 7.1 6.7 6.6
Europa Occidentale 113% 3.9 1.6 2.2 13 0.9
- Ialla 193 2.6 0.4 0.e 0.7 0.5
- Spagna 386 8.7 6.4 1.7 11 0.0
Nuovi entrati UE 183 11.4 B.9 6.4 7.3 7.2
Altri Europa (%) 521 12.7 17.5 10.7 8.4 10.0
Nord America 341 10.6 4.1 2.8 2.0 3.1
Medio Orlente e Nord Africa 546 4.6 6.7 7.5 7.0 7.1
America Latina 793 6.1 1.3 6.6 6.3 6.2
- Brasile 443 6.4 -1.3 52 5.3 5.8
Asia 3584 8.2 B.0 B.6 8.5 8.0
- Cina 2602 8.4 B.3 B9 8.4 7.5
Restro del mondo 249 7.3 1.2 6.0 5.5 5.8

(*) comprende Russia e Turchia



OPERATING CONDITIONS AND BUSINESS DEVELOPMENT

The Ricchetti Group has been placed on a firm structural footing in order to rank as one of the most important
groups on a worldwide basis, equipped with the necessary characteristics so that it may face challenges
connected with the concentration and globalisation involving our business sector and with a strong distribution
network in Northern Europe and Portugal.

From a product point of view, the Ricchetti Group has further developed the type of porcelain applied both in
its natural and enamelled version which are fundamental for the growth of the entire sector.

Today our Group is amongst the most important manufacturers of porcelain stoneware and is aiming its
technological investments both in Italy and abroad towards the development of the type of enamelled
porcelain product manufactured in all those sizes, appearances and impact strength requested by the market
with the inclusion of larger tiles in Italy as well as in Portugal.

Therefore all Italian and foreign trademarks will be able to develop a complete range of competitive products
from a production cost point of view, compared with their major competitors.

During the month of December 2007, the Group closed its Finale Emilia plant, having plant number 8, owned
by the Parent Company and leased to Biztiles Italia since 1% January 2002 and placed its employees on social
mobility.

The necessity of adapting manufacturing capacity to the new sales capacity, of decreasing finished products
inventory and of further reducing those products with low profit margins by further transferring a part of
production towards New Porcelain products has made necessary the rationalisation of production by rendering
more productive the Group’s remaining plants. The above plants continue the process of typical specialisation
aimed at obtaining productive and organizational synergies that will bring advantages to the various
trademarks of the Group thereby guaranteeing, as well as the economical side to the product also the necessary
supply flexibility which is increasingly becoming a competitive advantage in terms of client service as well as
becoming instrument that will reduce the inventory of finished products.

Consolidated Group turnover is around Euro 271 million compared with Euro 282 million relating to prior
year, net of intercompany turnover totalling some Euro 41.4 million in 2007 (Euro 44.1 million in 2006) with
a percentage decrease of 4.1% which at the same rate of exchange decreases by 3.7%.

The cost of labour for the year amounts to Euro 80.7 million compared with Euro 86.5 million in 2006,
respectively equal to an impact on production value of 28.0% in 2007 compared with 30.6% in 2006. The
decrease of the impact of the cost of labour, in spite of the extraordinary costs relating to employees place on
social mobility subsequent to the closure of the Finale Emilia plant, is influenced by the rationalisation of the
manufacturing plants that commenced last year. The average number of employees in 2007 totalled 1,996
units of which 1,228 abroad compared with 2,083 total units of which 1,229 abroad in 2006.

As far as group inventory of finished products is concerned, the information relating to the end of December
show a total value of Euro 165.2 against a value of production of 288.1 millions of Euro in 2007.

The inventory depreciation fund that totals 15.6 millions of Euro at 31 December 2007, has been increased by
3.0 millions of Euro (3.0 million Euro in 2006).

The EBIT, which is influenced by the above accruals and by the increase in electricity costs goes from 1.9%
on the value of production in 2006 to 5.0% in 2007 whilst the EBITDA goes from 7.0% on the value of
production in 2006 to 9.2% in 2007.

Consolidated profit before tax has been approximately 9.6 millions of Euro and is on the increase compared
with approximately 6.8 millions of Euro in the same period in 2006.

Consolidated net profit has been approximately 10.9 millions of Euro with an increase of some 3.7 millions
of Euro in the corresponding period in 2006.

The net financial position as at 31% December 2007 shows an indebtedness of approximately 80.6 millions of
Euro which is in line compared with 77.4 millions of Euro as at 31% December 2006. The increase is
attributable to the decrease in the value of shares issued by third parties in the portfolio.

The impact of financial management compared with 31% December 2006 increases from 0.1% to 1.0%. This
non-recurring worsening is substantially attributable to income gained in 2006 subsequent to the sale of
investment funds by the subsidiary Astrantia Servicos; in fact the net financial charges as at 31% December
2007 represent 1.8% which is slightly greater than 1.5% in 2006.



INFORMATION ON THE INDIVIDUAL GROUP COMPANIES” ACTIVITIES

The business trend and the main events that have characterised the Ricchetti Group companies are
illustrated below, as well as a brief description of the main economical and financial data of the companies
relating to the year 2007, compared with those relating to the year 2006. The balance sheet figures relating
to foreign subsidiaries, outside the Euro area, have been translated into Euro using the average exchange
rate for the year and the year-end exchange rate respectively for the profit and loss account and for the
balance sheet of the corresponding year. The balance sheets prepared for consolidation purposes and on the
basis of homogeneous group principles, net of all items of a fiscal nature, have been used for this purpose.

GRUPPO CERAMICHE RICCHETTI S.P.A.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 of the parent
company is presented hereunder, together with evidence of comparative figures for 2006 (thousands of
Euro) prepared in accordance with the IAS/IFRS international accounting principles:

Balance sheet 2007 2006
Assets 395.875 405.337
Net equity 194.359 187.485
Liabilities 201.516 217.852
Profit and loss account 2007 2006
Operating income 122.207 130.372
Operating charges (119.387) (133.058)
Net financial income/(charges) 6.532 7.623
Adjustments in value of financial assets (5.351) (2.577)
Taxes 4.309 (302)
Net profit (loss) for the year 8.310 2.057

The parent company’s financial statements show a profit for the year of approximately Euro 8.3 million,
compared with a profit of Euro 2.1 million in the preceding year.

Deferred and prepaid taxes were impacted by a positive entry totalling 6.2 millions of Euro subsequent to
the variation, from 1 January 2008 of the Ires and Irap rates that decreased from 37.25% to 31.40%.

Sales for the year, net of discounts, amounting to about Euro 110.6 million, (116.6 millions of Euro in prior
year) were made 41.8% in Italy and 58.2% abroad (respectively 42.1% and 57.9% in 2006).

Operating costs relating to 2007, which were affected by accruals for loss coverage relating to subsidiary
companies equal to some Euro 1,066 thousand, (Euro 1.202 thousand in 2006), by accruals made to the
provision for risks and future expenses totalling 0.4 millions of Euro (0.6 millions of Euro in 2006) and to
an accrual made in connection with the depreciation fund for finished goods inventory totalling 3.0 million
Euro, (Euro 2.3 million in 2006), and to increased amortization totalling some 0.5 million Euro following
the elimination of value adjustments and accruals made exclusively subsequent to the application of fiscal
regulations in prior years.

Earnings before interests and taxes, which were influenced by the above accruals and net of such costs, go
from 2.1% on the value of production in 2006 to 6.2% in 2007 whilst earnings before interests and taxes,
depreciation and amortisation go from 7.5% on the value of production in 2006 to 10.7% in 2007. This
increase is mainly determined by the decrease in the cost of labour subsequent to the reorganizations that
commenced in 2006. In 2007 the impact of the cost of labour represents 25.8% of the value of production
against 28.7% in 2006 (this impact is calculated net of extraordinary costs in 2006 totalling 1.3 millions of
Euro).

In 2007, the companies in which the parent company had holdings declared dividends totalling Euro 9.2
million (11.0 millions of Euro in 2006) whilst the associated company Afin SpA paid dividends totalling
2.0 millions of Euro.

The percentage of net financial charges on production value was about 3.9% (2.6% as at 31 December
2006).

The investment write-downs mainly include the abatement of the value of investments in the subsidiary
Biztiles Italia for a total valule of Euro 2.5 million and in the Norwegian subsidiary Hoganas Byggkeramikk
AS for a total value of Euro 0.6 million; these also include the depreciation of 1.9 millions of Euro of the
associated company Afin SpA subsequent to the distribution of 2.0 millions of Euro of dividends.
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BIZTILES ITALIAS.P.A.

Below is a brief summary of the main financial and economical information relating to the financial
statements of Biztiles Italia S.p.A. as at 31 December 2007 and 2006 (in thousands of Euro).

Balance sheet 2007 2006
Assets 27,021 27,963
Net equity 1,000 627
Liabilities 26,021 27,335
Profit and loss account 2007 2006
Value of production 23,180 21,697
Costs of production (25,759) (25,152)
Net financial income/(charges) (534) (514)
Extraordinary income/(charges) (7) 14
Taxes 620 1,081
Net profit (loss) for the year (2,500) (2,874)

The financial statements of Biztiles Italia S.p.A. show a loss for the year amounting to Euro 2.5 million
against a loss of Euro 2.9 million in 2006.

The turnover for 2007, net of cash discounts, totals some Euro 22.6 million (Euro 32.6 million as at 31
December 2006); approximately 28.1% of sales were made abroad (31.2% in 2006) and the remaining
71.9% in Italy (68.8% in 2006).

The result for the year was impacted by more than 400 thousands of Euro of extraordinary costs due to
indemnities in favour of employees subsequent to the closure of the manufacturing plant located in Finale
Emilia; the contract stipulated with the Parent Company for the leasing of the company is being renewed
and will have to consider the closure of said plant.

During 2008 the share capital will be replenished.

CINCA COMPANHIA INDUSTRIAL DE CERAMICA SA - PORTUGAL

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Cinca Companhia Industrial de Ceramica is presented hereunder, (thousands of Euro):

Balance sheet 2007 2006
Assets 54,306 55,996
Net equity 31,462 32,130
Liabilities 22,844 23,866
Profit and loss account 2007 2006
Value of production 61,855 56,038
Costs of production (53,593) (51,408)
Net financial income/(charges) (351) (525)
Adjustments in value of financial assets 68 134
Extraordinary income/(charges)

Taxes (2,134) (1,196)
Net profit (loss) for the year 5,845 3,043

Cinca Companhia Industrial de Ceramica’s financial statements show a net profit for the year of Euro 5.8
million (Euro 3.0 million in 2006).

Turnover in 2007, net of cash discounts, was about Euro 60.4 million (Euro 56.3 million in 2006) and was
made 41.6% on the Portuguese and Spanish markets and 42.5% on other European markets (of which
15.6% was in France and 5.9% in Germany and 4.1% in Holland); as well as this, 9.5% was sold to group
companies and the remaining 6.4% was sold to non-European countries.

At the year end the company deliberated the distribution of Euro 3.5 million of dividends to its parent
company United Tiles SA.

10




CC HOGANAS BYGGKERAMIK AB - SWEDEN

In Sweden, CC Hdganas Byggkeramik AB is the leader in the production of klinker and sells a vast range
of ceramic products and accessories (application materials), with an over century-old brand and a good
share of the local market.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006
(thousands of Euro):

Balance sheet 2007 2006
Assets 20,678 23,294
Net equity 7,510 9,643
Liabilities 13,168 13,651
Profit and loss account 2007 2006
Value of production 49,916 47,937
Costs of production (48,599) (45,276)
Net financial income/(charges) (227) (28)
Extraordinary income/(charges) (191) (533)
Taxes (279) (605)
Net profit (loss) for the year 620 1,494

CC Hogands Byggkeramik AB’s financial statements show a net profit for the year of Sek 5.7 million
(approximately 620 thousands of Euro) compared with Sek 13.8 million (approximately Euro 1,494 thousand)
in 2006.

Turnover in 2007 was approximately Sek 456 million (Sek 458 million in 2006), or approximately Euro 49.3
million (Euro 49.5 million in 2006). It should also be underlined that about 6.5% of these sales were made to
Group companies, mainly Norway (3.5%), Denmark (1.0%), Finland (0.3%) and France (1.6%).

At the year end, the company deliberated the distribution of 0.6 million Euro of dividends, corresponding to
5,700,000 Sek.

OY PUKKILA AB - FINLAND

In Finland, OY Pukkila AB produces and distributes a range of high quality glazed products (for external
facades, swimming pools, with specific frost-resistant characteristics) to all the Scandinavian countries. In
2007, the parent company's products also continued to be sold on the market.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 OY
Pukkila AB is presented hereunder, (thousands of Euro):

Balance Sheet 2007 2006
Assets 17,205 21,153
Net equity 12,303 17,658
Liabilities 4,902 3,495
Profit and loss account 2007 2006
Value of production 24,815 23,815
Costs of production (23,903) (22,369)
Net financial income/(charges) 135 126
Extraordinary income/(charges)

Taxes (203) (349)
Net profit (loss) for the year 844 1,223

OY Pukkila AB’s financial statements show a net profit for the year of Euro 844 thousand compared with
Euro 1,223 thousand in 2006.

Turnover in 2007 was approximately Euro 24.6 million (Euro 24.0 million in 2006).

Of this turnover approximately 11.2% was sold to Group companies (principally Sweden 11.0%) with the
remainder being sold mainly on the Finnish market (88.0%).

At year end, the company deliberated the distribution of 1.7 million Euro of dividends.
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KLINGENBERG DEKORAMIK GMBH - GERMANY

In Germany, the Group is represented by the German production company, Klingenberg Dekoramik GmbH.
It also markets the products of our Portuguese subsidiary, Cinca, with an exclusive agency agreement.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Klingenberg Dekoramik GmbH is presented hereunder (thousands of Euro):

Balance sheet 2007 2006
Assets 10,767 10,127
Net equity 6,405 7,474
Liabilities 4,362 2,653
Profit and loss account 2007 2006
Value of production 13,651 12,658
Costs of production (12,503) (11,902)
Net financial income/(charges) 39 6
Extraordinary income/(charges) (235)
Taxes (456)

Net profit (loss) for the year 731 527

Klingenberg Dekoramik GmbH’s financial statements show a net profit for the year of Euro 731 thousand
(Euro 527 thousand in 2006).

Turnover in 2007 was approximately Euro 13.3 million (Euro 12.4 million in 2006), of which
approximately 13.0% was made to Group companies (especially to Sweden, Denmark, France, Finland,
Norway and Portugal) and 72.6% on the domestic market.

At year end, the company deliberated the distribution of 1.8 million Euro of dividends.

HOGANAS BYGGKERAMIKK AS - NORWAY

In Norway, the trading company Hdéganads Byggkeramikk AS, with its head office in Oslo, distributes the
Group's ceramic products as well as accessories for applying tiles.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Hogands Byggkeramikk AS is presented hereunder (thousands of Euro):

Balance sheet 2007 2006
Assets 1,279 1,261
Net equity 133 (564)
Liabilities 1,145 1,825
Profit and loss account 2007 2006
Value of production 3,642 3,886
Costs of production (4,278) (5,175)
Net financial income/(charges) 6 38
Extraordinary income/(charges) 6

Taxes

Net Profit (loss) for the year (624) (1,327)

Hoganas Byggkeramikk AS’s financial statements show a loss for the year of Nok 5.0 million, equal to
approximately Euro 642 thousand compared with a loss of Nok 10.7 million, or Euro 1,327 thousand, in
2006.

Turnover in 2007 was approximately Nok 29.3 million (Nok 34.0 million in 2006), equal to approximately
Euro 3.6 million, (Euro 4.2 million in 2006), entirely made on the Norwegian market with the exception of
sales made to CC Hoganas Byggkeramik AB group companies that total approximately 1.0% of turnover.

During 2008 the company will replenish its share capital.
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EVERS AS - DENMARK

In Denmark, the sales company, Evers AS, with its head office in Copenhagen, is, in terms of both volume
and prestige, the largest importer of ceramic tiles and application materials. It is the point of reference for
architects and builders at the top end of the market.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Evers AS is presented hereunder (thousands of Euro):

Balance sheet 2007 2006
Assets 3,643 4,135
Net equity 1,805 2,387
Liabilities 1,838 1,748
Profit and loss account 2007 2006
Value of production 12,351 14,390
Costs of production (12,096) (13,522)
Net financial income/(charges) 16 (14)
Extraordinary income/(charges) 41

Taxes (75) (265)
Net profit (loss) for the year 237 589

Evers AS’s financial statements show a net profit for the year of Dkk 1.8 million (Dkk 4.4 million in 2006),
equal to approximately Euro 237 thousand (Euro 589 thousand in 2006).

Turnover in 2007 was approximately Dkk 92.5 million, equal to approximately Euro 12.4 million (Dkk
106.9 million, or Euro 14.3 million, in 2006), and was almost entirely made on the domestic market.

The company concentrates all its activities at its central office in Copenhagen, where it promotes all the
Group products to the best customers in the market in a prestigious, high-quality showroom.

At the year end, the company deliberated the distribution of 0.3 million Euro of dividends corresponding to
2,300,000 Dkk.

HOGANAS CERAMIQUES SA - FRANCE

In France, the sales company Hoégands Céramiques SA integrates the distribution of the products of its
Swedish fellow-subsidiary with the production of adhesive materials for applying tiles. It supplies a
complete service to a special segment of the food market, in which it holds a majority market share.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Hodganés Céramiques SA (thousands of Euro) is presented hereunder:

Balance sheet 2007 2006
Assets 3,178 2,827
Net equity 1,061 1,400
Liabilities 2,117 1,427
Profit and loss account 2007 2006
Value of production 4,329 4,560
Costs of production (3,937) (4,105)
Net financial income/(charges) 7 4
Extraordinary income/(charges) 7
Taxes (136) (158)
Net Profit (loss) for the year 263 308

Hoganés Céramiques SA’s financial statements show a net profit for the year of Euro 263 thousand (Euro
308 thousand in 2006).

Turnover in 2007 was approximately Euro 4.3 million, (Euro 4.4 million in 2006), and was in the region of
89.6% on the domestic market, 6.5% towards other European and group countries and the remaining 3.9%
towards other extra-European countries.

At the year end the company deliberated to distribute 0.6 million Euro of dividends.
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BELLEGROVE CERAMICS PLC

The British company Bellegrove Ceramics Plc, with its head office at Dartford (London), sells ceramic
products in the United Kingdom with three sales points, two in Glasgow and the other one in Dartford.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Bellegrove Ceramics Plc is presented hereunder, (thousands of Euro):

Balance sheet 2007 2006
Assets 3,244 5,289
Net equity 2,125 2,017
Liabilities 1,119 3,272
Profit and loss account 2007 2006
Value of production 5,895 3,537
Costs of production (3,373) (3.,322)
Net financial income/(charges) (39) (78)
Extraordinary income/(charges)

Taxes 232 1)
Net Profit (loss) for the year 2,251 137

Bellegrove Ceramics Plc’s financial statements show a profit of Gbp 1,541 thousand, (equal to Euro 2,251
thousand) compared with a profit of Gbp 93 thousand in 2006, (equal to approximately Euro 137 thousand).
The company recorded a capital gain totalling approximately 1.6 million Gbp (equal to 2.3 millions of Euro)
subsequent to the sale of a warehouse located in Dartford.

RICCHETTI CERAMIC. INC. - USA

The sales company, Ricchetti Ceramic Inc, with its head office in Melbourne, Florida, acts as an agent for
Ricchetti brand products.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Ricchetti Ceramic Inc. is presented hereunder, (thousands of Euro):

Balance sheet 2007 2006
Assets 58 279
Net equity 107 102
Liabilities 165 177
Profit and loss account 2007 2006
Value of production 253 458
Costs of production (469) (585)
Net financial income/(charges) 3 0
Extraordinary income/(charges) 0
Taxes

Net Profit (loss) for the year (213) (127

During 2008 the company will replenish its share capital

CASA REALE CERAMIC INC.

The sales company Casa Reale Ceramica Inc, with its head office in Grand Prairie, Dallas USA, distributes
the ceramic products manufactured by Biztiles Italis S.p.A.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Casa Reale Ceramic Inc. is presented hereunder (thousands of Euro):
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Balance sheet 2007 2006

Assets 310 836
Net equity (1,457) (949)
Liabilities 1,767 1,785
Profit and loss account 2007 2006
Value of production ) 363
Costs of production (645) (633)
Net financial income/(charges)

Extraordinary income/(charges) 1) (22)
Taxes

Net Profit (loss) for the year (653) (292)

Casa Reale Ceramic Inc’s financial statements show a loss for the year of approximately Usd 895 thousand,
equal to approximately Euro 653 thousand, as against a loss of Usd 367 thousand in 2006, equal to
approximately Euro 292 thousand.

During 2008 it will replenish its share capital.

CERAMICHE ITALIANE INC.

Ceramiche Italiane Inc. (Illinois — USA) started operating at the beginning of 2003 and distributes the
ceramic products manufactured by Biztiles Italia S.p.A.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Ceramiche Italiane Inc. is presented hereunder (thousands of Euro):

Balance sheet 2007 2,006
Assets 401 585
Net equity (680) (464)
Liabilities 1,081 1,049
Profit and loss account 2007 2,006
Value of production 308 360
Costs of production (559) (452)
Net financial income/(charges) (8) (8)
Extraordinary income/(charges) (25) (5)
Taxes

Net Profit (loss) for the year (284) (105)

Ceramiche Italiane Inc’s financial statements show a loss of approximately 390 thousand Usd equal to some
Euro 284 thousand compared with a loss of 132 thousand Usd in 2006 equal to some Euro 105 thousand.

During 2008 it will replenish its share capital.

UNITED TILES SA - LUXEMBOURG

This company is a sub-holding company of Gruppo Ceramiche Ricchetti, which holds 100% of Cinca SA,
Portugal and 15% of Bellegrove Ceramics Plc, England.

Below is a brief description of the main economical and financial information as at 31 December 2007 and
2006 (in thousands of Euro) of the balance sheet of United Tiles SA:
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Balance sheet 2007

Assets 45,171
Net equity 40,964
Liabilities 4,207
Profit and loss account 2007
Value of production

Costs of production (24)
Income from shareholdings 4,679
Net financial income/(charges) 56

Adjustments to value of financial assets

Extraordinary income/(charges)

Taxes (149)
Net Profit (loss) for the year 4,562

2006
44,853
44,605

248

2006

(56)
4,412
26
252

(132)
4,502

In 2007, the subsidiary Cinca SpA deliberated the distribution of Euro 3.5 million in dividends.

The profit for the year derives mainly from the appraisal at year end of securities issued by listed non-

Group companies and dividends.

At the year end the company deliberated the distribution of 4.2 millions of Euro in dividends.

ASTRANTIA SERVICOS DE CONSULTADORIA - PORTUGAL
This company, 100% held by United Tiles SA, was acquired in 2003.

Below is a brief description of the main economical and financial information as at 31 December 2007 and

2006 (in thousands of Euro) of the balance sheet of Astrantia Servicos De Consultadoria;

Balance sheet 2007
Assets 3,832
Net equity 3,800
Liabilities 32
Profit and loss account 20076
Value of production

Costs of production (13)

Net financial income/(charges)

Adjustments to value of financial assets

Extraordinary income/(charges)

Taxes

Net profit (loss) for the year (13)

2006
4,037
3,979

58

2006

(13)
3,454

3,441

The profit is attributable to income gained on the sale of investment funds.

CINCA COMERCIALIZADORA DE CERAMICAS.L.

The company, with Head Office in Onda — Castellon (Spain) commenced its activity relating to sale of

Group products during 2001 .

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of

Cinca Comercializadora de Ceramica S.L. is presented hereunder (thousands of Euro):
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Balance sheet 2007 2006

Assets 365 416
Net equity 342 338
Liabilities 23 78
Profit and loss account 2007 2006
Value of production 388 566
Costs of production (398) (561)
Net financial income/(charges) 14 ?3)

Adjustments to value of financial assets

Extraordinary income/(charges)

Taxes

Net profit (loss) for the year 4 3

RICCHETTI FAR EAST PTE LTD

This company with head office in Singapore and operational since the beginning of 2002 has been put into
liquidation during the second half of 2007. Until that date it represented, by means of an agency contract,
the Ricchetti and Cinca trademarks.

A summary of the key profit and loss account and balance sheet data as of 31 December 2007 and 2006 of
Ricchetti Far East PTE Ltd is presented hereunder (thousands of Euro):

Balance sheet 2007 2006
Assets 11 76
Net equity 2 42
Liabilities 9 34
Profit and loss account 2007 2006
Value of production 95 203
Costs of production (105) (166)
Net financial income/(charges) 2 2
Extraordinary income/(charges)

Taxes

Net Profit (loss) for the year (12) 35

The liquidation process of the company commenced in the second half of 2007.

The company distributed an on account payment of the liquidation amount to the Parent Company totalling
24 thousands of Euro.

GRES 2000 S.R.L.

Greés 2000 S.r.l. carries out work on ceramic materials for third parties, in particular tile smoothing services.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
Gres 2000 S.r.l. is presented hereunder, (thousands of Euro):

Balance sheet 2007 2006
Assets 3,731 3,595
Net equity 515 652
Liabilities 3,216 2,943
Profit and loss account 2007 2006
Value of production 4,657 4,393
Costs of production (4.711) (4.556)
Net financial income/(charges) (42) (26)
Extraordinary income/(charges)

Taxes (41) 2
Net Profit (loss) for the year (137) (188)

Grés 2000 S.r.l.’s financial statements show a loss for the year of Euro 137 thousand, compared with a loss of
approximately Euro 188 thousand in 2006.
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Turnover in 2007 was approximately Euro 4.6 million (Euro 4.4 million in 2006) and was made 49.2% to
the parent company Gruppo Ceramiche Ricchetti S.p.A. and 0.2% to Biztiles Italia S.p.A..

LA GENERALE SERVIZI S.R.L.

A summary of the key profit and loss account and balance sheet data as at 31 December 2007 and 2006 of
La Generale Servizi S.r.l. is presented hereunder, (thousands of Euro):

Balance sheet 2007 2006
Assets 3,414 5,297
Net equity (326) 376
Liabilities 3,740 4,920
Profit and loss account 2007 2006
Value of production 1,367 1,938
Costs of production (1,184) (1,618)
Income from shareholdings 1 1
Net financial income/(charges) (147) (103)
Adjustments to value of financial assets (678)

Extraordinary income/(charges) 24 (82)
Taxes (84) (75)
Net Profit (loss) for the year (701) 61

The financial statements of La Generale Servizi S.r.l. show a loss of Euro 701 thousand for the year,
compared with a profit of approximately Euro 61 thousand in 2006.

The negative result is due to the total loss of value of the minority shareholding, held in the company
“International Wholesales Tiles Inc — USA”, listed on the American stock exchange, which went into
temporary receivership (Chapter 11 of the U.S. Bankruptcy Code) during the month of September 2007.
The share capital will be replenished during 2008.

FINALE SVILUPPO S.R.L.

The company, whose head office is in Modena, was incorporated during 2001. Its activities involve real-
estate and constructions and it has acquired an industrial area for the activity of the Parent Company.

A summary of the key profit and loss account and balance sheet data as of 31 December 2007 and 2006 of
Finale Sviluppo S.r.l. is presented hereunder (thousands of Euro):

Balance sheet 2006 2007
Assets 2,489 2,464
Net equity 64 93
Liabilities 2,425 2,371
Profit and loss account 2007 2006
Value of production 40 21
Costs of production (65) 77)
Net financial income/(charges) 1 (5)
Extraordinary income/(charges) 13
Taxes (5) 4
Net Profit (loss) for the year (29) (43)

TRANSACTIONS WITH PARENT COMPANIES, ASSOCIATED COMPANIES AND RELATED
PARTIES

As regards economical and financial relations between the various parties, reference should be made to the
specific section in the notes to the account.
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OWN SHARES

The Shareholder’s Meeting on 11 December 1997 authorised the Board of Directors to purchase the parent
company’s own shares on the automated stock exchange through authorised brokers; on 8 November 2005
the Shareholders' Meeting renewed this authorisation for a further 18 months which will therefore expire in
May 2007.

At 31 December 2007, n. 923,624 own shares having a nominal value Euro 1.04 each were carried in the
balance sheet for a total purchase value of Euro 1,458 thousand, that, on the basis of the IAS principles
have been reduced by the related value of the share capital and provision for surplus share value items.

RESEARCH AND DEVELOPMENT ACTIVITIES

Research and development comprise a commitment by the company at high priority level and became
indispensable subsequent to the strong competition existing in this sector.

We confide in product innovation in such a manner as to present new models to the market which are, on
the one hand, increasingly appreciated by the customer and on the other, sufficient to grant surplus added
value.

The research and development activities can be explained through the planning of modifications, evolutions
and innovations which regard the composition of the powders which go to make up the structure of the tiles
(for the vitrified tiles above all), the enamels, the design as well as the various superficial applications.

The objective is to create new models of tiles with:

- external appearance in line with market request and demand;

- technical characteristics in accordance with the standards specified for the product;

- optimisation of the range of choice and of costs of raw materials used;

- limitation of impact on the environment (introduction of production processes of raw materials and
semi finished products with a limited impact on the environment).

SAFETY PROGRAMMATIC DOCUMENT

In accordance with Appendix B) of Legislative Decree nr. 196/2003 (Privacy Code), the Directors
announce and confirm that the Company has complied with the minimum safety measures provided for by
such legislation.

In particular, in accordance with point 26 of the same Appendix B), the company has regularly drawn up
the Safety Programmatic Document for the year 2008 and the same is deposited in the company’s head
office where it can be consulted by authorised persons and/or the competent control authorities.

CORPORATE GOVERNANCE

The “Report on Corporate Governance” is prepared on an annual basis as required by legislation. This
document, as well as supplying a general description of the system of corporate governance adopted by the
Group, provides information regarding company structure and the observance of the consequential
commitments. The above mentioned report can be consulted on the Internet : www.ricchetti-group.com.

SIGNIFICANT EVENTS OCCURRING AFTER THE DATE OF THE FINANCIAL STATEMENTS

No significant events occurred after the balance sheet date.

FORESEEABLE DEVELOPMENTS IN THE BUSINESS

The exceptional increase in electricity and the unfavourable evolution of exchange rates brings us to believe
that it will be difficult to achieve a recovery in the short term; the ceramic tiles industry requires large
quantities of electricity. Because of this, our company has been obliged to renew and increase its price lists
starting from January 2008 and as a consequence we are expecting a reaction on the part of the market.

The competition and the globalization of the sector as well as the constant growth of competition from
markets all over the world, especially from the Chinese one, makes it necessary to make important
investments in order to develop the product to higher quality levels both in terms of technology as well as in
terms of appearance.

The well-known ceramics exhibition which is held every year in Bologna (this year, from 2 October to 6
October 2007) was a prestigious opportunity that enabled us to present the latest novelties. This year too,
Gruppo Ceramiche Ricchetti was present at the exhibition with a large range of new products, all highly
specialised on the basis of the related trademark.
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The sales trend during the first three months of 2008 that has shown a slowing down of sales for the whole
sector, compared with prior year, leads us to be rather careful as regards the trend of results for the year
2008.

PROPOSALS TO THE SHAREHOLDERS MEETING
To the Shareholders,

Having read the Directors’ Report and the Statutory Auditors’ Report, we would ask you to proceed with
the approval of the financial statements of Gruppo Ceramiche Ricchetti S.P.A. as at 31 december 2007.

We would also ask you to approve the following division of the profits, that total Euro 8,310,107, as
follows:

- 5% to legal reserve for a total of Euro 415,505.35,
- dividends totalling Euro 1,606,519.92, equal to a unit dividend totalling 0.03 Euro for each share
held, transferring the remaining difference to extraordinary reserve.
Modena, 28 March 2008
For the Board of Directors

The Chairman
Cav. del Lav. Oscar Zannoni
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CONSOLIDATED FINANCIAL STATEMENTS AS AT 31/12/2007

STATEMENT OF ASSETS AND LIABILITIES

As at 31 As at 31 December

Assets (in thousands of euro) Notes December 2007 2006
Tangible Assets 71 184,459 194,840
Goodwill 7.2 5,181 5,196
Intangible Assets 73 333 301
Shares in associated companies 7.4 7.029 8,918
Financial fixed assets held for sale 7.5 29,145 34,932
- of which related parties 1,181 581
Other financial fixed assets 7.6 1,135 1,102
Third party receivables 7.7 1,083 1,154
Financial receivables 781 300 400
- of which related parties - -
Deferred tax assets 7.14 958 1,536
Total non current assets 229,623 248,379
Trade receivables 79 54,631 65,888
- of which related parties 742 412
Inventories 7.10 165,221 153,751
Other receivables 5,061 4,947
- of which related parties 416 386
Deffered tax assets 7.14 5,599 5,837
Financial activities held for sale 7.5.2 5,808 8,123
- of which related parties
Crediti finanziari 782 48 38
- of which related parties 48 38
Derivative financial instruments 717 - 145
Cash and cash equivalents 711 8,053 14,306
Total current assets 244,421 253,035
Total assets 474,044 501,414
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STATEMENT OF ASSETS AND LIABILITIES

o . . As at 31 As at 31
Notes
Liabilities and Net Equity (in thousands of euro) December 2007 December 2006
Financing 7.13 42,123 46,614
Deferred taxes 7.14 38,783 46,397
Employment leaving indemnity provision 7.15 20,492 25776
Provision for risks and charges 7.16 1,050 932
Total non current liabilities 102,448 119,719
Financing 7.13 81,544 88,331
- of which related parties 7,150 10,250
Trade payables 7.18 51,176 52,454
- of which related parties 273 555
Other payables 7.19 16,354 18,570
- of which related parties - -
Tax payables 7.20 5,172 5,846
Derivative financial instruments - -
Total current liabilities 154,246 165,201
Total liabilities 256,694 284,920
Share Capital 54,732 54,858
Share premium reserve 38,856 38,763
Other riserve 15,833 18,752
Fair value reserve 10,921 17,267
Retained earnings 86,043 83,041
Minority interest 34 92
Profit for the year 10,931 3,721
7.12

Total net equity 217,350 216,494
Total net equity and liabilities 474,044 501,414
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PROFIT AND LOSS ACCOUNT

(in thousands of euro) Notes  Asat 31 December  As at 31 December
2007 2006
Income from sales 7.21 270,703 282,278
- of which related parties 7,433 949
Other income 1.2 5,968 2,960
- of which related parties 26 33
Stock variation in finished and semi-finished
products 11,447 -3,055
Value of production 288,118 282,183
Costs for purchases 1.23 -85,379 79,935
- of which related parties -630 -1,155
Costs for services 1.24 -91,220 -91,782
- of which related parties -1,831 -1,607
Personnel costs 1.25 -80,663 -86,474
Other costs .27 -4,224 -4,332
- of which related parties 8
GROSS OPERATING PROFIT (EBITDA) 26,632 19,660
7.26
Depreciation and amortization -12,294 -14,239
OPERATING RESULT 14,338 5,421
Financial income and charges - Net 1.28 -2,807 -337
- of which related parties 1,749 -371
Adjustments to value of financial assets 1.29 -1,889 1,713
- of which related parties -1,889 1,713
RESULT BEFORE TAX 9,642 6,797
7.30
Tax for the year -1,259 -3,104
Minority interest 30 28
NET RESULT 10,931 3,721
EPS (expressed in euro)
Basic share result 73l
0.208 0.071
Diluted result per share
P 0.208 0.071
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CONSOLIDATED CASH FLOW STATEMENTS
(in thousands of euro)

ACCORDANCE WITH IAS 7

AS AT 31/12/2007 IN

2007 2006
Result before tax 9,642 6,797
Intangible assets depreciation 163 199
Tangible assets depreciation 12,131 14,040
Net accruals (+) /use (-) for employee leaving indemnity provision (5,284) (690)
Net accruals (+)/use (-) for long term provisions 118 465
Net financial charges (+) 4,696 (1,376)
Decrease (increase) of trade receivables and other short-term receivables 11,333 1,368
- of which related parties (574) (343)
Decrease (increase) of inventories (11,470) (4,208)
Increase (decrease) of suppliers and other short term liabilities 2,834 (4,452)
- of which related parties (282) (1,360)
Decrease (increase) of other long term receivables 71 483
Variation of deferred tax payments (7,036) (2,835)
Income tax paid 584 (2,038)
Cash flow from (used in) operating activities during the year 17,783 7,753
Acquisition(-)/write down(+) of intangible assets (179) (249)
Acquisition(-)/write down(+) of tangible assets (1,750) (3,128)
Investments(-) 753 (4,782)
Long term financial assets available for sale 5,787 (4,476)
- of which related parties (600) -
Cash flow from (used in) investment activities during the year 4,611 (12,635)
Increase in reserve and profits brought forward in net equity (10,044) 3,055
Collection (reimbursement) of financial charges (20,495) 14,527
- of which towards associated entities (3,100) 4,350
Decreases (increases) in long term financial receivables 1,202 (64)
- of which towards associated entities (10) @)
Decreases (increases) in short term financial receivables 2,498 (3,289)
Net financial income (4,696) 1,376
Cash flow from (used in) financing activities during the year (31,535) 15,605
Total changes in cash and cash equivalents (9,141) 10,723
Cash and cash equivalents at the beginning of the year 12,592 1,869
Cash and cash equivalents at the end of the year 3,451 12,592
CASH AND CASH EQUIVALENTS OF THE GROUP
31-Dec-07 31-Dec-06 31-Dec-05
Bank and post office deposits (7,901) 14,220 8,051
Cash and cash equivalents (-) 152 86 63
Items similar to cash funds 0 0 0
Current account overdraft (4,602) (1,714) (6,245)
TOTAL 3,451 12,592 1,869
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CONSOLIDATED SHAREHOLDERS' EQUITY STATEMENT FOR THE TWO
YEARS ENDED 31/12/06 AND 31/12/07 (1IN THOUSANDS OF EURO)

Share  Share Other Fair Retained Total Capital Total
capital premium reserves value earnings Results and
account reserve third
party
reserves

Balance as at 01-01-2006 -

54,858 37,207 18,691 12,852 82,740 3,528 209,606 138 209,744
Movements in own shares 1,556 (1,556) -
Destination of results 84 3,444 (3,528) -
Distribution of dividends (543) (1,567) (2,110) (2,110)
Changes in other reserves 52 (20) 32 32
Changes in Fair Value 4,685 4,685 4,685
Adjustment of translation
reserve 468 468 468
Profit for the year 3,721 3,721 3,721
Third party changes - (46) (46)
Balance as at 31-12-2006 54,858 38,763 18,752 17,267 83,041 3,721 216,402 92 216,494
Adjustments to provision
for own shares (126) 93 (55) (88) (87)
Destination of results 103 3,057 (3,160) _ -
Distribution of dividends (671) (561) (1,232) (1,232)
Changes in revaluation
reserve (1,823) (1,823) (1,823)
Changes in other reserves 4 4 3
Changes in Fair Value (6,346) (6,346) (6,346)
Adjustment of translation
reserve (532) (532) (532)
Profit for the year 10,931 10,931 10,931
Minority changes - (58) (58)
Balance as at 31-12-2007 54,732 38,856 15,833 10,921 86,043 10,931 217,316 34 217,350
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS FOR THE
YEAR ENDED 31-12-2007

1. COMMENTS

These consolidated financial statements have been prepared in accordance with international accounting
principles (IAS/IFRS) issued by the International Accounting Standards Board (“IASB”) and endorsed by
the European Union as well as in accordance with the provisions issued subsequent to Art. 9 of Legislative
Decree nr 38/2005. . These consolidated financial statements are made up of the statement of assets and
liabilities, the profit and loss account, the consolidated statement of changes in shareholders’ equity, the
cash flow statements and the notes to the financial statements and consolidated financial statements. Within
the choices allowed by the IAS as regards the statement of assets and liabilities and the profit and loss
account, with reference to the statement of assets and liabilities it has been decided to adopt a method that
provides for the subdivision between current and non-current assets and liabilities and, with reference to the
profit and loss account, a method that provides for the classification of those costs by nature that are
considered particularly representative for companies. The cash flow statements prepared by the Group in
accordance with IAS 7 has been drawn up by applying the indirect method.

In conclusion, it should be noted that with reference to Consob deliberation n. 15519 dated 27 July 2006
relating to balance sheet figures, specific items have been inserted in the profit and loss, balance sheet and
cash flow statements with evidence of the significant relationships with the correlated parts.

2. REFERENCE DATE OF THE CONSOLIDATED FINANCIAL STATEMENTS

The date of reference of the consolidated financial statements does not differ from the closing date of the
financial statements included in consolidation and is indicated as 31 December 2007.

3. GROUP ACTIVITIES AND STRUCTURE

The companies making up the Group are engaged almost exclusively in the industrial manufacture and sale
of ceramic tiles for floors and walls and materials for their application,

The consolidated financial statements comprise those of the parent company Gruppo Ceramiche Ricchetti
S.p.A. and companies in which it holds majority voting rights either directly or indirectly,

The parent company is in turn controlled by Fincisa S.p.A. whose registered office is at Modena, Strada
delle Fornaci, 20, share capital is Euro 28,485,561.00, fully paid up, in turn controlled by SIC S.p.A. with
registered office in Modena, Strada delle Fornaci, 20, share capital Euro 22,762,963.00.

Consolidated companies at 31 December 2007 are listed in the following table:

Company Head Office % of % of Share capital
control control 31/12/2007
2007 2006
Currency Value

Gruppo Ceramiche Ricchetti Spa Italy Holding Euro 54,732,122
Biztiles Italia S.p.A. Italy 99.98 99.98 Euro 3,500,000
Gres 2000 S.r.l. Italy 85.00 85.00 Euro 51,000
La Generale Servizi S.r.l. Italy 99.32 99.32 Euro 80,000
Finale Sviluppo S.r.l. Italy 100.00 100.00 Euro 50,000
Cinca Companhia Industrial de Ceramica SA Portugal 99.998 99.998 Euro 6,718,000
OY Pukkila AB Finland 100.00 100.00 Euro 5,045,638
CC Hoganas Byggkeramik AB Sweden 100.00 100.00 Sek 15,600,000
Klingenberg Dekoramik GmbH Germany 100.00 100.00 Euro 4,076,530
Ricchetti Ceramic Inc. USA 100.00 100.00 USs$ 900,000
Casa Reale Ceramic Inc. USA 100.00 100.00 USss$ 130,000
Ceramiche Italiane Inc. USA 100.00 100.00 Us$ 100,000
Bellegrove Ceramics Plc Great Britain 99.85 99.85 GBp 2,000,000
Hogands Byggkeramikk AS Norway 100.00 100.00 Nok 6,000,000
Evers AS Denmark 100.00 100.00 Dkr 3,300,000
Hdganas Céramiques, France SA France 99.99 99.94 Euro 152,449
Cinca Comercializadora de ceramica S.L. Spain 100.00 100.00 Euro 954,989
Ricchetti Far East Pte Ltd Singapore 100.00 100.00 $Sing 100,000
Kiinteisto Oy Pitkdmaki Perusythio Finland 100.00 100.00 Euro 33,638
Delefortrie Sarl France 100.00 100.00 Euro 99,060
United Tiles SA Luxembourg 99.998 99.998 Euro 25,182,102
IAstrantia Servicos de Consultadoria Portugal 100.00 100.00 Euro 5,000
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The Group maintains its productive and commercial presence on the main international markets through its
foreign subsidiaries.

Detailed below is a list of the shareholdings held in non-consolidated associated companies valued with the
net equity method:

Company Head Office  Share capital Total net Profit (Loss) % of
currency equity exercisable
€ voting rights
€/000 €/000 €/000
Afin S.p.A. Italy 6,982 18,330 1,619 21.01
Finmill S.p.A. Italy 3,666 4,131 (23) 33.63
Vanguard Ceramiche S.r.l. Italy 26 80 (22) 39.73
Cinca Italia S.p.A Italy 8,900 9,028 215 44.829%

Ilustrated below is the structure of the Group:

GRUPPO CERAMICHE RICCHETTI S.P.A.

100% |

100,00%

0,01% | CC HOGANAS BYGGKERAMIK UNITED TILES SA
AB
| 1% | 100%
0,01% | KLINGENBERG DEKORAMIK | 99% CINCA COMPANHIA
GMBH INDUSTR.DE CERAMICA
SA
97,17%
BIZTILES ITALIA S.P.A. 99,98% CINCA COMERCIALIZADORA 2,83%
DE CERAMICA SL
0,01% EVERS AS 100%
0,01% OY PUKKILA AB 100% 100% | KIINTEISTO OY PITKAMAKI
PERUSYHTIO
0,01% | HOGANAS BYGGKERAMIKK | 100% L.G.S. LA GENERALE 99,32%
AS SERVIZI S.R.L.
BELLEGROVE CERAMICS 85% 15% FINALE SVILUPPO S.R.L. 100%
PLC
GRES 2000 S.R.L. 85% CERAMICHE ITALIANE INC | 100%
HOGANAS CERAMIQ. 99,94% RICCHETTI CERAMIC INC. 100%
> FRANCE SA
100%

DELEFORTRIE SARL

ASTRANTIA SERVICOS DE
CONSULTADORIA

100%
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4. ACCOUNTING PRINCIPLES ADOPTED

4.1 REFERENCE ACCOUNTING PRINCIPLES

Subsequent to the entry in force of the European Community Regulation (CE) nr.
1606/2002 of the European Parliament and Council dated 19 July 2002, starting from the
year 2005 all those companies whose shares are listed on a stock market controlled by the
member countries of the European Union are required to prepare consolidated financial
statements in accordance with international accounting principles (IAS/IFRS) endorsed by the
European Commission. The consolidated financial statements as at 31 December 2007 have
been prepared in accordance with international accounting principles (IAS/IFRS).

The consolidated financial statements are presented in thousands of Euro. The balance sheet
has been prepared in accordance with cost criteria, with the exception of the financial
instruments that are valued at fair value and the shares held in associated companies that are
valued in accordance with the net equity method.

The preparation of financial statements in accordance with IFRS (International Financial
Reporting Standards) require judgements, estimates and assumptions that will impact assets,
liabilities, costs and income. Aggregate results can be different when compared with the
results obtained using these estimates.

The accounting principles adopted in the consolidated financial statements as at 31 December
2007 have been applied in a uniform manner also in connection with all the periods presented
for comparative purposes. The accounting principles described below have been applied
starting from the opening statement of assets and liabilities as at 1% January 2004, prepared for
the transition to IFRS as requested by IFRS 1.

The accounting principles have been applied in a uniform manner in all the Group companies.

4.2 CONSOLIDATION PRINCIPLES

The consolidation area includes the balance sheet of Parent Company, Gruppo Ceramiche
Ricchetti SpA, of its subsidiaries and its associated companies with no exceptions.

(i) Subsidiaries

Subsidiaries are companies over which the Group exercises control as defined in 1AS 27 —
Consolidated Financial Statements and Separate Financial Statements. The companies are
described as subsidiaries when the Parent Company has the power, either directly or
indirectly, to exercise control in such a manner as to benefit from the exercise of such
activity. In the definition of control it is necessary to consider also of the possible voting
rights which at the moment can be used freely or converted. Such potential voting rights are
not considered in the consolidation process upon allocation to a minority of the economical
results and of the quota of net equity to which they are entitled. The balance sheet of certain
controlled companies have not been consolidated given their scarce significance. Their
influence on the total of the assets, liabilities, on the financial position and o the result of
the Group is not significant.

The balance sheet of the subsidiaries are consolidated as of the date on which the Group
acquires control of the company and are deconsolidated once this control no longer exists.

The acquisition of the subsidiaries is accounted for on the basis of the so-called purchase
account. The acquisition cost corresponds to the current value of the assets acquired, shares
issued or liabilities taken on at the date of acquisition, increased by the costs directly
connected to the operation. The excess of the cost of acquisition as opposed to the portion
belonging to the Group of the current values of the net assets acquired is accounted for in
the statement of assets as goodwill. In case of negative goodwill, this will be accounted for
in the profit and loss account at the date of acquisition.

The global integration method is applied for subsidiary consolidation purposes, that is to
say, taking on the entire amount of the assets and liabilities and all costs and income, no
matter what the percentage share is. The accounting value of the consolidated shares is
therefore eliminated against the related net equity. The quota of net equity and the results to
which the minority shareholders are entitled are highlighted respectively in a specific net
equity item and on a separate line of the consolidated profit and loss account.
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(i) Affiliated Companies

Affiliated companies are those companies in which the Group has a significant impact but
in which the Group does not exercise a management control (IAS 28 — Shareholdings in
associated companies). Such influence is presumed when the Group holds more than 20%
of the effective or potentially exercisable voting rights on the statement date. The
consolidated financial statements as at 31 December 2007 include the portion of profit and
loss of the affiliated companies, valued with the net equity method starting from the date on
which significant control is manifested until the end of such influence. In the same manner
as for the subsidiaries, the acquisition of associate companies too is accounted for on the
basis of the method of acquisition; in this case, any excess acquisition cost as opposed to
the quota belonging to the Group of the net assets acquired is included in the value of the
shareholding.

Subsequent to the acquisition, shares held in associated companies are recorded with the net
equity method, thereby recording the quota belonging to the Group in the results and in the
movements of the reserves respectively to the profit and loss account and to net equity.

(iii) Transactions eliminated in the consolidation process

Infra- group balances and all profits and losses deriving from such operations are
eliminated in the consolidated financial statements. Infra-Group profits deriving from
operations with associated companies are eliminated in the evaluation of the shareholding
with the net equity method. Infra-Group losses are eliminated only if there is evidence that
such losses were realised with third parties. When the quota of the losses of an affiliated
company belonging to the Group is equal to or greater than the value of the shareholding,
the Group does not recognise further losses unless the Group is obliged to replenish the
losses or has carried out payments on behalf of the associated company.

4.3. TREATMENT OF OPERATIONS IN FOREIGN CURRENCY

(i) Operations in foreign currency

The Euro is the functional currency adopted by Gruppo Ceramiche Ricchetti SpA.
Operations in foreign currency are converted into Euro on the basis of the exchange rate of
the date on which the operation is carried out. Monetary assets and liabilities are converted
using the exchange rate of the reference date of the statement of assets and liabilities.
Exchange differences that emerge from the currency translations are allocated to the profit
and loss account. Non monetary assets and liabilities, valued at historical cost are converted
at the exchange rate prevailing on the date of the transaction. Monetary assets and liabilities
that are not valued at fair value are converted into Euro at the exchange rate prevailing on
the date on which the fair value is determined.

(ii) Translation of balance sheets into foreign currency

The assets and liabilities of companies residing in countries outside the European Union,
including the adjustments deriving from the consolidation process relating to goodwill and
to the fair value adjustments generated subsequent to the acquisition of a foreign company
outside the European Union, are converted at the average exchange rate prevailing on the
reference date of the statement of assets and liabilities. Income and cost of the same
companies are converted at the average exchange rate for the period which approximates
the exchange rates relating to the date on which the individual transactions were carried out.
Exchange differences emerging from the consolidation process are allocated directly to an
appropriate net equity provision denominated translation reserve. Subsequent to the dis-
mission of a foreign economical entity, the exchange difference accumulated in the
Translation Reserve will be recorded in the profit and loss account.

The exchange rates used are the following:

2007 Average Exchangerate 2006 Average Exchange rate

Currency exchange rate asat  exchange rate asat

31-12-2007 31-12-2006
Us Dollar uss$ 1.3705 1.4721 1.2556 1.3170
Swedish Kroner SEK 9.2501 9.44154 9.2544 9.0404
Norwegian Kroner NOK 8.0165 7.9580 8.0472 8.2380
Danish Kroner DKR 7.4506 7.4583 7.4591 7.4560
Pound Sterling GBP 0.6843 0.73335 0.6817 0.6715
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All reciprocal debits and credits, costs and income relations between consolidated
companies and the impact of all significant operations that have taken place between the
same have been cancelled.

4.4, CURRENT ASSETS HELD FOR SALE

The assets that are held for sale and any possible assets and liabilities belonging to
company branches or to consolidated shareholdings that are held for sale are valued at the
lower between the book value once these items are classified as held for sale and their fair
value, net of the costs for sale.

Any losses sustained in the accounting value subsequent to the application of said principle
are allocated to the profit and loss account, both in the case of depreciation for fair value
adjustments as well as in the case of profit or loss deriving from subsequent fair value
variations.

4.5. BUILDINGS, PLANT AND MACHINERY

(i)Owned assets

Buildings, plant and machinery are valued at acquisition or production cost and are
recorded net of depreciation (see subsequent point iv) and of losses in value (see accounting
principle 4.9). The costs of assets that are internally manufactured include materials, direct
labour and a quota of the indirect production costs. The cost of assets, whether they are
acquired externally or produced internally includes the accessory costs that are directly
attributable and necessary for the functioning of the asset, and, when the asset is significant
and in the presence of contractual obligations, this cost also includes the estimated cost for
the disassembly and removal of the assets. The cost sustained for the acquisition or for the
production of assets is the equivalent cash price on the date of registration, if payment has
been postponed beyond normal credit terms, the difference compared with the equivalent
cash price is registered as interest for the length of the postponement period.

Concerning company assets, an estimation based on current values has been carried out at
the date of transition, based on the work of an independent expert. The purpose was also the
separation of the value that had previously been included in the “land and buildings”
category, that was subjected to depreciation.

Financial charges relating to the financing used for the acquisition of tangible assets are
allocated to the profit and loss account on a competence basis.

The capitalization of costs relating to the expansion, modernization and improvement of the
structural elements owned by the company, or in use by third parties, is made exclusively
within the limits in which the same satisfy the requirements to be separately classified as an
asset or part of an asset.

Assets held for sale are valued at the lower between fair value net of accessory costs related
to the sale and cost.

(ii) Assets held in financial leasing

Assets held through financial leasing contracts, for which the Group has substantially taken
on all the risks and benefits connected with the property of the same, are recognized as
Group assets. Such assets are valued at the minor between their fair value and the actualised
value of the leasing instalments once the contract is signed, net of accumulated
amortization (see subsequent point iv) and their loss in value (see accounting principle 4.9).
The corresponding liability of the lessor is represented in the balance sheet amongst the
financial debts, reduced on the basis of the reimbursement plan of the capital quota. The
financial leasing instalments are accounted for in accordance with what is described in
accounting principle 4.19.

(iii) Replacement costs

The cost for the replacement of certain parts of the assets are capitalized when it is probable
that such costs will bring future economical benefits and can be measured in a trustworthy
manner. All other costs including maintenance and repair costs are allocated to the profit
and loss account when sustained.

(iv) Depreciation

Depreciations are allocated to the profit and loss account in a systematic and constant
manner on the basis of the estimate useful life of the asset based on the residual possibility
of use of the asset.
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Considering the homogeneity of the assets included in the individual balance sheet
categories, it is our opinion that, with the exception of any specific cases that may occur,
the useful life of each category of the assets is the following:

Land Indefinite useful life
Industrial buildings 25 years

Ovens 10 years

Plant and machinery 5-10 years
Industrial and commercial equipment 3-5years

Other assets 3 -5 years

The estimated useful life of assets is re-examined on an annual basis and any changes to be
made to the rates, wherever necessary, are made with a prospect application. Costs
capitalized subsequent to improvements of third party assets are attributable to the class of
assets to which they refer and amortized for the shorter period between the residual
duration of the rental contract and the residual useful life of the assets to which the
improvement refers.

The accounting value of tangible assets is maintained in the balance sheet within the limits
in which there is evidence that such value will be recovered through use of the asset.
Should there be any symptoms that would lead to expect that there will be difficulty in
recovering the net accounting value, then in that case an impairment test is held. The
recovery of the value is carried out when the circumstances that had involved the recording
of the loss of value no longer exist.

4.6. INTANGIBLE ASSETS

Intangible assets are recorded at the acquisition or production cost. The cost of acquisition
is represented by the fair value of the price paid for the purchase of the asset and for every
direct cost sustained in order to prepare the asset for its use. The cost, so defined, is the
equivalent cash price on the date of recording of the asset therefore. Should the payment of
the price differ beyond normal payment terms, the difference compared with the equivalent
cash price is recorded as interest for the entire postponement period.

For intangible assets generated internally, the formation process of the asset is divided into
the research phase (non capitalized) and the subsequent development phase (capitalized). If
the two phases cannot be distinguished, the whole project is considered to be research. The
financial charges sustained for the acquisition are never capitalized.

4.7. GOODWILL

Goodwill is accounted for at cost, net of the impairment losses. Goodwill is allocated to the
cash generating units and is no longer amortized after 1% January 2004. The book value is
valued for the purpose of verifying the absence of impairment losses (see accounting
principle nr. 4.9.) Goodwill relating to non consolidated subsidiaries or to associated
companies is included in the shareholding value.

Any negative goodwill deriving from acquisitions is directly allocated to the profit and loss
account.

Goodwill is not amortized but is allocated to the Cash Generating Units and is analyzed
annually, or more frequently if determined events or changed circumstances indicate the
possibility that there may be an impairment loss, in order to identify any possible reductions
in value, in accordance with 1AS 36 “Reduction in value of Assets”. Subsequent to this
annual review, goodwill is valued at cost, net of any accumulated impairment losses.

4.8. OTHER INTANGIBLE ASSETS

Other intangible assets are valued at production or acquisition cost. Intangible assets
acquired or produced internally are included in assets when it is deemed probable that the
use of the asset will generate economical future benefits and when the cost of the asset can
be determined in a trustworthy manner.

Those assets having an indefinite useful life are not amortized but are subjected to analysis
in order to identify any impairment losses on an annual basis or more frequently if there is
any indication that the asset may have undergone an impairment loss.
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Costs for research and development

Research costs are allocated to the profit and loss account once the costs are sustained.
Development costs having the requirements requested by IAS 38 in order to be registered
in the statement of assets (the technical possibility, the capacity to complete, use or sell the
asset, the availability of the resources necessary for the completion and the capacity to
evaluate in a trustworthy manner the attributable cost during the development phase) are
amortized on the basis of their expected future life starting from the moment in which the
products are available for economical use. The useful life is re-examined and modified once
the expectations relating to the future utility of the asset begins to change.

Patent rights, trademarks and licences

Patent rights, trademarks and licences are accounted for at cost and are represented net of
accumulated amortization; patent rights, trademarks and licences whose useful life is
finished are amortized in a linear manner at constant rates on the basis of their estimated
useful lives as follows:

- industrial patent rights and usage rights of intellectual know-how from 3 to 10 years;
- Software, licences and others 5 years.

The amortization criteria used, the useful lives and the residual value are re-examined and
re-defined at least at the end of every administrative period in order to consider of any
significant variations.

Costs connected with development and maintenance of software programs are accounted
for as incremental costs.

4.9 .IMPAIRMENT OF ASSETS
Impairment losses

The book value of assets, with the exception of inventories, of financial assets governed by
IAS 39, of deferred taxes and of non current assets held for sale disciplined by IFRS 5 are
subjected to evaluation on the date of reference of the balance sheet for the purpose of
verifying the existence of any impairment indicators.

If any such indicators should emerge subsequent to a verification of the assets, then the
presumed recovery value is calculated using the methods indicated in the following point (i).

The presumed recovery value of goodwill and of the intangible assets not yet used is
estimated at least once a year or more frequently if specifies events indicate that an
impairment loss has been undergone by the asset.

If the presumed recovery value of an asset or of its cash generating unit is less than the net
book value, the related asset is consequentially adjusted subsequent to impairment losses
with allocation to the profit and loss account. Adjustments for impairment losses carried out
in connection with cash generating units are firstly allocated to goodwill and, for the
remainder, to the other assets on a proportional basis. The cash generating units are defined
in the same manner as the individual companies in the consolidation area given their
autonomous capacity to generate cash.

Goodwill was subjected to an impairment test as has been done every year from the date of
transition to IFRS as at 1% January 2004, as at 31% December 2007.

(i) Calculation of the presumed recovery value

The presumed recovery value of securities held to maturity and financial receivables
registered with the amortized cost criterion is equal to the actualized value of the future
estimated cash flows; the rate of actualization is equal to the interest rate expected when the
security is issued or when the credit is originated. Short term receivables are not actualized.
The presumed recovery value of other assets is equal to the greater between their net sales
price and their use value. The use value is equal to the expected estimated future cash
flows, which are actualized at a rate, gross of taxes, that will take account of the market
value of interest rates and of the specific risks of the assets to which the presumed
realization value refers. For those assets that do not give origin to autonomous cash flows,
the presumed realization value is determined by making reference to the cash generating
unit to which the asset belongs.
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(ii) Restoring of impairment losses

An impairment loss relating to securities held to maturity and financial receivables
registered with the amortized cost criterion is restored when the subsequent increase of the
presumed recoverable value can objectively be attributed to an event that occurred in a
period subsequent to the one in which the impairment loss was recorded.

An impairment loss relating to other assets is restored when a change takes place in the
estimate used to determine the presumed recovery value. An impairment loss on goodwill is
never recovered.

An impairment loss is recovered within the limits of the amounts corresponding to the
accounting value which would have been determined, net of amortization, if no impairment
loss had ever been accounted for.

4.10. MINORITY INTERESTS

Shares held in affiliated companies are valued by the net equity method, as provided for in
IAS 28.

Shares in other companies are classified amongst the financial instruments available for
sale for IAS 39 requirement purposes, even if the Group has not shown any intention to sell
such shares. Shares held in other companies including shares in subsidiaries, that for their
scarce significance have not been included in consolidation, are valued at fair value,
substantially represented by cost.

If on the date of reference of the statement of assets and liabilities any impairment losses
should be noted compared with the amount of determined using the above method, the
share itself is depreciated as a consequence.

4.11.CASH AND CASH EQUIVALENTS

The availability of cash and cash equivalents includes the existence of cash, bank and post
office deposits and securities having an original expiration date of less than three months.
Overdrawn current accounts and on account payments subject to collection are deducted
from available cash funds only for financial statement purposes. Such assets are recorded at
fair value.

4.12. CURRENT FINANCIAL ASSETS, RECEIVABLES AND OTHER CURRENT
ASSETS

Current financial assets, trade receivables and other current assets (excluding derivative
financial instruments) are accounted for on the basis of their acquisition cost, including
accessory costs when they are recorded for the first time.

Subsequently, the financial assets that are available for sale are valued at fair value (market
value). Profits or losses deriving from the evaluation are recorded in net equity until the
financial asset is sold, and at that point any profits and losses are recorded in the profit and
loss account. When it is not possible to make a reliable determination of the market value of
the financial assets, these are measured on the basis of their cost of acquisition.

Those credits whose expiration terms are within normal commercial conditions or that are
interest bearing at market values, are not actualised and are recorded at cost (identified by
their normal market value) net of a depreciation provision and are directly reduced from the
receivables themselves in order to bring the evaluation to the presumed realisation value
(see accounting principle 4.9). Those credits whose expiration terms exceed normal
commercial conditions are initially recorded at fair value and subsequently at their
amortized cost using the effective interest rate method, net of the related impairment loss.

4.13. INVENTORY

Inventory is valued at the lower between cost and presumed realisation value. The net
realisation value is estimated considering the market price during the normal company
activity from which completion costs and sale costs are deducted.

The cost is determined through the weighted average cost criterion and includes all costs
sustained for the purchase and transformation of the materials at the reference date of the
statement of assets and liabilities. Costs for semi-finished and finished products include a
portion of indirect costs, determined on the basis of normal productive capacity.
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4.14. NET EQUITY

Share Capital
This item is represented by capital that has been fully paid up and deposited. Costs that are
strictly connected to the issuance of shares are classified as a reduction of share capital.

Own Shares

Subsequent to the introduction of IAS 32 and 39, in case of acquisition of own shares, the
price paid, including any directly attributable accessory costs, is deducted from the Group’s
net equity up to the moment of cancellation, re-issuance or alienation of the shares. When
such own shares are re-sold or re-issued, the price collected, net of any directly attributable
accessory costs and of the related tax effect is accounted for as Group net equity.

Fair Value Reserve
This item includes the fair value variances, net of the tax effect, of the items accounted at
fair value set off against net equity.

Other Reserves
These items are made up of capital provisions with specific destination relating to the
parent company.

Retained earnings

This item includes the economical results of current period and prior periods, for the
portion not distributed nor accrued in a specific provision (in case of profit), transfers to
other equity provisions once they are freed from liens, as well as the impact of emerging of
changes of accounting principles and significant errors. Also, the transition to IAS/IFRS
provision is included in such item.

4.15.INTEREST BEARING FINANCIAL CHARGES

Interest bearing financial charges are initially recorded at fair value, net of accessory
charges. Subsequent to the initial recording, interest bearing financial charges are valued
with the amortized cost criterion; the difference between such value and the extinction
value is allocated to the profit and loss account for the duration of the financing on the basis
of an amortization plan.

4.16. LIABILITIES FOR EMPLOYEE BENEFITS

(i) Short-term benefits
Employee short-term benefits are accounted for in the profit and loss account in the period
in which the employee works for the company.

(ii) Defined contribution plans

The Group participates in retirement defined contribution plans, publicly or privately
managed; these can be obligatory, contractual or voluntary. The payment of contributions
covers the obligation that the Group has in respect of the employees. Therefore the
contributions are part of the costs to be sustained in the period in which they are due.

(iii) Defined benefit plans in favour of employees

Defined benefit plans guaranteed to the employees that are issued during or subsequent to
the period the employee has worked for the Group, including the severance indemnity and
the pension fund, are calculated separately for each plan, by estimating the amount of the
future benefit in favour of the employees and matured by the employees both in current and
prior periods, with actuarial techniques. The benefit determined in such a manner is
actualised and registered net of the fair value of any possible related assets. The actualised
interest rate, on the reference date of the statement of assets and liabilities, is the one
calculated through a linear interpolation of BID, ASK and SWAP rates. The calculation is
made on an annual basis by an independent actuarian using the projected unit credit
method.

In the case of increases in the benefits of the plan, the portion of the increase relating to the
prior period is allocated to the profit and loss account in constant quotas in the period in
which the entitlement will be acquired. If the entitlement is acquired immediately, the
increase is immediately recorded in the profit and loss account.
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The actuarial profits and losses as of 1% January 2004, IFRS transition date, have been
allocated to an appropriate provision in net equity. Subsequent actuarial profits and losses
are recognized in the profit and loss account on a competence basis (the group does not
utilize the so-called “Corridor method”).

4.17. INCOME TAX

Income tax allocated to the profit and loss account includes current and deferred taxes.
Normally income tax is allocated to the profit and loss account unless it refers to items
directly accounted for in net equity. In this case, income tax is also allocated directly to net
equity.

Current taxes are the taxes we expect to pay that are calculated by applying the fiscal rates
to taxable fiscal income on the basis of the rates in force on the date of reference of the
statement of assets and liabilities and the adjustments to prior period taxes.

Deferred taxes are calculated using the so-called liability method on the temporary
differences between the amount of the assets and liabilities of the consolidated financial
statements and the corresponding values recognized for fiscal purposes. Deferred taxes are
calculated on the basis of the expected temporary differences, using the tax rates currently
in force on the date of reference of the statement of assets and liabilities.

Positive deferred taxes are recognized only if it is deemed probable that in future periods
sufficient taxable income will be generated for the realization of such deferred taxes.

4.18.PROVISION FOR RISKS AND CHARGES

A provision for risks and charges is prepared if the Group has a legal or substantial
obligation resulting from a past event and it is probable that it will have to sustain losses of
economic benefits in order to fulfil such obligation. If the temporary factor of the expected
loss of the benefit is significant, the amount of the future cash the Group will pay is
actualized at an interest rate, gross of taxes, that consider market interest rates and of the
specific risk of the liability to which it refers.

419 TRADE PAYABLES, OTHER PAYABLES AND CURRENT FINANCIAL
LIABILITIES

Trade payables and other payables, whose expiration terms are within the limit of normal
commercial conditions, are not actualized and are entered at their representative cost of
extinction (identified by their normal value).

Current financial liabilities include the short-term portion of financial charges, including
debts for cash advances, as well as other financial liabilities. The financial liabilities are
measured on the basis of their amortized cost, using the effective interest method.

Financial liabilities covered by derivative financial instruments undersigned to cover the
interest rate risk are valued at current value in accordance with the methods provided for by
hedge accounting.

4.20. INCOME

(i) Income from sales of assets and services

Income deriving from the sale of assets are allocated to the profit and loss account when the
risk and benefits connected to the property of the asset are substantially transferred to the
buyer. Income deriving from services rendered are accounted for in the profit and loss
account on the basis of the percentage of completion on the date of reference of the
statement of assets and liabilities.

(ii) State Contributions

State contributions are recorded as deferred income in other liabilities rather than as an item
having an adjustable accounting value of the asset for which the contribution has been
obtained, once there is reasonable certainty that the contributions will be granted and for
which the Group has fulfilled all the obligations necessary in order to be granted the
contribution. The contribution is allocated to the profit and loss account on the basis of the
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useful life of the asset for which the contribution was granted, using the deferred incomes
technique, in such a manner as to net off the defined amortization portion.

Contributions received for costs sustained are systematically allocated to the profit and loss
account in the same periods in which the related costs have been recorded. Contributions
received against specific assets included in the statement of assets and liabilities are
systematically allocated to the profit and loss account in the item: “other operating income”
on the basis of the useful life of the asset.

(iii) Dividends
Dividends are recognized in the profit and loss account when the right to their entitlement
falls due.

4.21 COSTS

(i) Rental and Leasing Instalments
Rental instalments of operating leasing contracts are allocated to the profit and loss account
on a competence basis.

(ii) Financial leasing instalments
Financial leasing instalments are allocated, as regards the capital quota to a reduction in
financial debt and as regards the interest quota, to the profit and loss account.

(iii) Financial income and charges

Financial income and charges are identified on a competence basis, based on the interest
matured on the net value of the related financial assets and liabilities using the effective
interest rate. Financial income and charges include dividends received from non
consolidated subsidiaries and from associated companies, exchange income and losses and
derivative financial instruments, income and losses that require to be allocated to the profit
and loss account (see international accounting principle nr. 39 relating to the accounting
treatment of derivative financial instruments).

4.23. IFRS AND INTERPRETATION OF IFRIC, STILL TO BE ENDORSED

The IASB (International Accounting Standard Board and the IFRIC (International Financial
Reporting Interpretation Committee)) could publish new Principles, Interpretations or
adjustments to existing standards. Those Principles and Interpretations that have not yet
been endorsed by a community legislator and as a consequence are not yet in force on the
date of the current document have not been adopted in the preparation of these
consolidated financial statements but the Group has however taken account of their impact.

4.24. USE OF ESTIMATES

The preparation of the financial statements and of the related notes to the accounts, in
compliance with IFRS requires management to revert to estimates and presumptions that
impact the value of assets and liabilities in the financial statements as well as the
information relating to potential assets and liabilities on the date of the financial statements.
The estimates of the assumptions used are based on experience and on other factors
considered as being significant. The results subsequently achieved may differ from such
estimates. The estimates and the assumptions are reviewed periodically and the impact of
every variation is reflected in the profit and loss account in the period in which the review
of the estimates takes place if the review itself only impacts that specific period or
subsequent periods if the review impacts the current as well as future periods.

4.25. PROFIT PER SHARE
The basic profit per share is calculated by dividing the economical result of the Group for
the weighted average of the shares in circulation during the year. For the purposes of the

calculation of the profit diluted per share, the weighted average of the shares in circulation
is modified by assuming the conversion of all the shares having a potential diluting effect.
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5. MANAGEMENT OF THE FINANCIAL RISK
Financial risk factors

The current assets of the Group that actively operates on foreign markets outside the Euro
area exposes the Group to negative exchange fluctuation risks, especially in the US Dollar
and in the Pound Sterling areas and to a minor extent in the Japanese Yen area.

In order to carry out its activity the Group finances itself on the market mainly with
financing having variable interest rates which exposes the Group to the risk deriving from
an increase in interest rates.

Risk management is performed by the treasury departments of the individual companies, in
line with the procedures of the “Risk Management Policy” .

Exchange risk

The exchange risk is the risk that the parity currencies undergo a negative adjustment in the
intercurring period between the moment in which the objective exchange rate is defined,
that is to say, a commitment is undertaken to collect and pay certain amounts in foreign
currency on a future date, and the moment in which such commitments change firstly at the
ordering stage and finally at the invoicing stage. The operations performed in order to cover
such risks are treated by the company as Hedge Accounting because they have been defined
against future transactions that are highly probable.

The parity fluctuation from the moment of invoicing to the collection of the receivable are
then handled separately without activating the Hedge Accounting.

Interest rate risk

The interest rate risk is an uncontrolled increase in charges deriving from payment of
indexed interests at variable rates on the Group’s medium-term financing.

The objective of the rate risk management is to limit and stabilize the negative flows due to
the interests paid on such financing.

The operation of coverage is performed every time it is considered appropriate in
connection with the granting of financing. The temporary horizon must not be greater than
the expiry date of the financing itself.

Liquid funds risk

The risk of liquid funds may be manifested by means of the incapacity to obtain the
financial resources necessary for the operability of the Group, at adequate economical
conditions.

The Group has adopted a series of policies and procedures aimed at optimizing the
management of financial resources thereby reducing the risk of liquid funds:

- maintenance of an appropriate level of of liquid funds available;

- obtaining of appropriate credit lines;

- diversification of the instruments aimed at obtaining the financial resources;

- monitoring of the prospective conditions of the liquid funds.

Management believes that the provisions and the credit lines currently available, as well as

those generated by the operating and financing activity, will allow the Group to satisfy all
its requirements.

Derivative financial instruments
The Group does not hold derivative financial instruments of a speculative nature.

6. SECTORIAL INFORMATION

Field of Activity

The Group operates exclusively in the ceramic tiles industry for the production and sale of
ceramic tiles for floors and walls as well as accessory materials for laying down of the
products since 1968.

For management control purposes, the Group is currently organized in a unique division —

ceramic products. The field of activity has therefore been considered as the primary one
whilst the geographical sectors have been considered as secondary.
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Information on the fields of activity reflect the Group’s internal reporting structure.
Therefore considering the uniqueness of the field of reference the information has been
limited to a division of income per Group geographical area.
The geographical sectors have been identified on the basis of the market, customer and

productive area locations.

The division of the volumes by income, by geographical area is the following (in thousands

of Euro):
GEOGRAPHICAL AREA 31/12/2007 31/12/2006

€/000 % €/000 %
Italy 55,037 20.33% 58,946 20.88%
Europe 192,023 70.93% 197,136 69.84%
North America 12,918 4.77% 16,275 5.77%
South America 348 0.13% 265 0.09%
Asia 7,216 2.67% 7,308 2.59%
Australia 1.880 0.69% 1,448 0.51%
Africa 1,281 0.47% 902 0.32%
Total 270,703 100% 282,278 100%

The subdivision of sales in terms of volume, per geographical area, is the following (in

thousands of Euro):

VOLUME OF SALES PER GEOGRAPHICAL AREA

Sgm %
Italy 8,057,518 29.01%
Europe 16,629,956 59.87%
North America 1,769,075 6.37%
South America 69,090 0.25%
Asia 827,485 2.98%
Australia 208,264 0.75%
Africa 215,195 0.77%
Total 27,776,583 100%

% Subdivision of sales per geographical area

0,77%
0,75%

29,01%

59,87%

Ripartizione % vendite in Mq per area geografica

O ltalia

@ Europa

O Nord America
0O Sud America
B Asia

O Australia

B Africa

The subdivision of trade receivables per geographical area is the following (in thousands of

Euro):
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GEOGRAPHICAL AREA 31/12/2007 31/12/2006

€/000 €/000
Italy 19,448 27,925
Europe 29,335 31,449
North America 4,230 4,779
South America 26 111
Asia and Far East 958 1,084
Australia 413 501
Africa 221 39
Total 54,631 65,888

Production by geographical area

The 2007 industrial activity has generated production volumes totalling 29,099 thousands
of square meters (29,944 in 2006) in the several plants located in Italy, Portugal, Germany,
Finland and Sweden;

Below is a description of the international location, classified by country as at 31 December
2007 of the Ricchetti Ceramiche Group manufacturing plants:

PRODUCTION IN SQM PER COUNTRY

Produzione in Mg per stato

18.427.363

20.000.000 1371477013

18.000.000 4
16.000.000 -
14.000.000 4
12.000.000 - 9.559.605
10.000.000
8.000.000 -
6.000.000

9.233.836

4.000.000 4 1.203600 1094600 1007.136 995.899

2.000.000 4 181.344 192.124

ITALIA - GCR& PORTOGALLO - GERMANIA - FINLANDIA - SVEZIA - CC
Biztiles Cinca SA Klingeberg Pukkila AB Hoganas AB

@2007 m 2006

7. DETAIL OF THE MAIN ITEMS RELATING TO ASSETS,
LIABILITIES AND PROFIT AND LOSS

The comment on the global situation of the companies included in consolidation, as regards
activities and relations between group companies are illustrated in the Notes to the
Accounts to which reference should be made; as regards the individual balance sheet items,
we would specify the following:

7.1 TANGIBLE FIXED ASSETS

The movements that have occurred in the tangible fixed assets during the year are
highlighted in the following table (in thousands of euro):
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Description Gross  Increases Decreases Exchange Gross Net

value effect value value
as at as at as at
31/12/06 31/12/07 31/12/07
€/000 €/000 €/000 €/000 €/000 €/000

HISTORICAL COST
Land 75,653 4 - - 75,657 75,657
Light weight buildings 175,985 134 -3,119 -327 172,673 88,169
Plant and machinery 252,097 3,338 -15,590 -376 239,469 17,278
éﬁﬂ?;ﬂ?;ﬂtand commercial 6,153 338 -322 23 6,192 561
Other assets 21,706 1,552 -1,824 -233 21,201 2,474
Assets under construction 263 57 320 320
Total tangible assets 531,858 5,423 -20,855 -913 515,512 184,459

Below is a detail of changes that have taken place in on accumulated amortization during
the year:

Description Final Decreases Amortisation  Exchange Final
effect
value and value
as at Depreciation as at
31/12/2006 31/12/2007
€/000 €/000 €/000 €/000 €/000
PROVISION FOR DEPRECIATION
Land - -
Light weight buildings 80,519 -216 4,377 -176 84,504
Plant and machinery 231,202 -15,245 6,515 -281 222,191
Industrial and 5,683 322 247 23 5,631
commercial equipment
Other assets 19,614 -1,657 992 -222 18,727
Total Amortization 337,018 -17,440 12,131 -656 331,053
Provision

Decreases of the year are mainly attributable to the sale relating to plant nr. 52 located in
Via Pedemontana in Sassuolo (Modena) belonging to the parent company and closed at the
end of 2006 and to the sale of a building used as a warehouse located in Dartford,
belonging to the English subsidiary Bellegrove ceramics Plc.

No financial charges were allocated to tangible assets during the year.

Below is a detail of the land for each Group company:

Description Value as at 31-12-2007 Value as at 31-12-2006

€/000 €/000
Gruppo Ceramiche Ricchetti Spa 60,173 60,173
Klingenberg Dekoramik Gmbh 98 98
Cinca Companhia Industr. De ceramica SA 8,246 8,246
Oy Pukkila AB Finlandia 1,716 1,716
La Generale Servizi Sir.l. 3,009 3,005
Finale Sviluppo S.r.l. 2415 2415
Total 75,657 75,653
7.2 GOODWILL

Goodwill is not subjected to amortization but is subjected at least once a year to impairment
tests in order to identify any reductions in value. For this purpose, goodwill is allocated to
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one or more independent cash generating units at the date of acquisition or by the end of the
financial year subsequent to the acquisition.

The Group verifies the recoverability of the goodwill of each cash generating unit through
the determination of the value in use.

The main assumptions used for the calculation of the value in use relating to the discount
rate, the increase rate, the expected variations in the sales price and the direct costs trend
taking as a reference the average sector indicators.

Below is a detail of each Cash Generating Unit:

Balanceat  Impairment Other Balance at

31/12/2006 movements 31/12/2007

€/000 €/000 €/000 €/000

CC Hoganas Byggkeramik AB - Sweden 1,827 - (15) 1,812
Cinca SA - Poruogal 3,369 - - 3,369
Total 5,196 - (15) 5,181

7.3 INTANGIBLE ASSETS
Below are the changes that have taken place in intangible assets (in thousands of euro):

Description Original Accumulated Balance Increases Decreases Amort. Exch. Bilance

cost depreciation at effect at
31/12/06 31/12/07

€/000 €/000 €/000 €/000 €/000 €/000 _ €/000 €/000

Industrial patent 1,202 (944) 258 97 - (127 - 228

rights

Concessions, 1,027 (1,009) 18 5 - (6) - 17

licences,

trademarks and

similar

Other intangible 98 (30) 68

assets

Intangibile 25 (1,953) 25 20 -25 - 20

assets under
construction
and on account

Total other
intangible 2,254 (1,953) 301 220 (25) (163) 333

assets

The industrial patent rights and know-how include expenses sustained for the application of
software and for patents generally amortised over a 5 year period.

Other intangible assets include other charges for which the multi-year utility has been
ascertained; these are amortized in accordance with the amortization programmes in
proportion to the duration of their related useful life.

The increase in the period is substantially due to the purchase of software.

7.4 INVESTMENTS IN ASSOCIATED COMPANIES

Below is a synthetic detail of the variations that have occurred in the shareholdings : (in
thousands of Euro):

Company 2006 Devaluations/ Other 2007
equity revaluations variations equity
evaluation valuation

€/000 €/000 €/000 €/000
Afin S.p.A. 3,729 (1,920) - 1,809
Finmill S.r.l. 1,129 11 - 1,140
Vanguard S.r.l. 95 (63) - 32
Cinca ltalia S.p.A 3,965 83 - 4,048
Total 8,918 (1,889) - 7,029
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The detail is the following:

Company Head Share 2007 2007 % of 2007 2006
office Capital Total net Profit  exercisable Equity Equity
currency equity (Loss) voting valuation valuation
€ rights
€/000 €/000 €/000 €/000 €/000

Afin S.p.A. Modena 6,982 18,330 1,619 21.01 1,809 3,729
Finmill S.r.l. Bologna 3,666 4,131 (23) 33.63 1,140 1,129
Vanguard S.r.l. Modena 26 80 (22) 39.73 32 95
Cinca Italia S.p.A Modena 8,900 9,028 215 44.829 4,048 3,965
Total 7,029 8,918

The figures relate to the latest financial statements approved.
7.5 FINANCIAL ASSETS AVAILABLE FOR SALE

7.5.1. Non current assets

Non current financial assets as at 31 December 2007 relate to investments in listed shares
available for sale of a strategic nature held by subsidiary companies United Tiles SA,
Astrantia Servicos de Consultadoria S.L., La Generale Servizi S.r.l., as well as 1,125
convertible bonds, having a unit nominal value of Euro 516.46 equal to a total nominal
value of 581 thousands of euro, relating to loan bond issued by the associated company
Kabaca SpA. The loan bond, to which corresponds a 6% yearly yield, will last in 2027. 600
bonds having a unit nominal value of 1,000, equal to a total nominal value of 600
thousands of Euro, are relating to a loan bond issued in 2007 by the associated company
Primavera SpA. The loan bond, having a compensation equal to 3/5 of the rate applicable
to the main re-financing operations of the Eurosystem , will last in 2012.

There are also fixed rate shares held by the subsidiaries Evers AS and Hoganas
Byggkeramikk AS.

Movements for the year are the following (in thousands of euro):

Value Increases  Decreases Adjustmer_lt Value

“ Y o

31/12/2006 31/12/2007

€/000 €/000 €/000 €/000 €/000

Mediobanca shares held by United Tiles 24,915 (5,227) 19,688

Shares held by La Generale Servizi 279 (279) 0

Investments held by Astrantia 8,758 (829) 7,929

Convertible bonds issued by Primavera 600 600
Spa and held by the Parent Company

Convertible bonds issued by Kabaca Spa 581 581

and held by the Parent Company

Shares held by Evers Denmark 253 (57) 196

Shares held by Hoganas Norway 147 4 151

Total 34,932 600 (53) (6.335) 29,145

7.5.2 Current Assets

Shares included in the current financial assets as at 31 December 2007 relate to shares
investments available for sale of a non-strategic nature held by the subsidiaries United Tiles
SA for a total of 49,831 Mediobanca shares (49,831 as at 31 December 2006) and 73,700
Assicurazioni Generali shares (67,000 as at 31 December 2006) and short-term fixed rate
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investments of the Finnish subsidiary Oy Pukkila AB and of the French subsidiary

Hogands Céramiques SA.

The fair value variations, as provided for by IAS 39, refer to the book value adjustment to
the official price of the last day of the 2007 financial year.

Below are the changes that have taken place in current financial assets (in thousands of

euro):
Value  Increases Decreases  Adjustment Value
to

at Fair Value at
31/12/2006 31/12/2007
€/000 £€/000 €/000 €/000 €/000
Mediobanca shares held by United Tiles 887 (186) 701
Ass Generali shares held by United Tiles 2,234 41 2.275
Fixed rate shares held by Hoganés 500 500

Céramiques SA France
Fixed rate shares held by OY Pukkila 5.002 (2,670) 2.332
Total 8.123 500 (2,670) (145) 5.808

7.6 OTHER CURRENT FINANCIAL ASSETS

This item includes investments in other companies relating to minority shareholdings
evaluated at fair value as provided for by IAS 28, substantially represented by cost.

Detail is the following:

Company % held 31/12/2007 31/12/2006
€/000 €/000
Modena Golf Country Club 0 37 37
Caaf dell’Industria Emilia Centrale 0 5 5
Finelba Ceramiche S.p.A. 10 723 723
Gruppo C.B.S. S.p.A. 2 7 77
San Valentino Lago S.r.l. 0 13 13
Gas Intensive - 1 1
Idroenergia scrl - 2 2
Cargo Clay Srl 3 33 -
Cincominas - Portugal 13 150 150
Altre imprese minori — Portugal - 57 57
Betre AB — Sweden 13 3 3
Other minor companies — Sweden - 2 2
Other shareholdings - Lgs 0 32 32
Total 1,135 1,102
7.7 RECEIVABLES FROM THIRD PARTIES
7.7.1 Non current assets
Detail is the following:
31/12/2007 31/12/2006
€/000 €/000
Receivables for VAT 116 165
Receivables for Ires and Irap taxes 806 806
Receivables from personnel 20 32
Guarantee Deposits 128 136
Other receivables 13 15
Total receivables from third parties 1.083 1.154
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7.7.2 Current Assets

Other receivables include:

31/12/2007 31/12/2006

€/000 €/000]

IAccrued income and prepaid expenses 2,114 1,737
Receivables from personnel 328 272
Receivables from social security institutions 96 169
Receivables from State Treasury for VAT 1,516 922
Receivables from State Treasury for Ires and Irap tax 312 1,317
Irpef tax credit mod. 730 6 12
Credits for Portugal retirement plan and SW 134 33
Miscellaneous receivables 213 98,
On account payments to suppliers 230 179
Credits to be received 112 210
Total other receivables 5,061 4,947

The detail of the accrued income and prepaid expenses item is the following:

Description 31/12/2007 31/12/2006)
€/000 €/000]
IAccrued income
Promotional expenses 19 45
Leasing and rentals 948 814
Telephone costs 21 28]
Insurance 98 56}
Coog assistance and maintenance instalments. 14 26
Other minor 758 648
Total Accrued Income 1,859 1,618
Prepaid expenses
Interests 3 30
Other minor 252 88
Total prepaid expenses 255 119
[Total accrued income and prepaid expenses 2,114 1,737

7.8 FINANCIAL RECEIVABLES

7.8.1 Non current
The item equal to 300 thousands of Euro relates to financial bills of exchange.

7.8.2 Current

Below is the detail:

Description 31/12/2006 31/12/2005
€/000 €/000

Kabaca S.p.A. 31 31

Primavera SpA 15

Arca S.p.A - 7

Vanguard Srl 2 -

Total 48 38

Receivables due from Kabaca SpA and Primavera SpA refer to interests falling due and to
be paid upon expiration of the financial year.
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7.9. TRADE RECEIVABLES

31/12/2007 31/12/2006

€/000 €/000

Trade receivables 55.489 67,523
Receivables from correlated companies 742 412
Bad debt provision (1,600) (2,046)
Total trade receivables 54,631 65,888

Total credits totalling 54.6 millions of Euro (65.9 millions of Euro as at 31 December
2006), net of the related bad debt provision, reflect the net estimated realisation value.

Below are the movements in the bad debt provision:

Movements Thousands of euro
Balance at 31-12-2006 (2,046)
Use during the year 761
Accrual for the year (324)
Impact of exchange variations 8
Balance at 31-12-2007 (1,600)

Accruals for the period are allocated to the “Other operating costs” item.

The variation in the decrease of trade receivables is substantially in line with the decrease in
turnover for the year.

As regards the detail of trade receivables split into geographical areas, reference should be
made to the appropriate information included in the “Sectorial Information”.

7.10 INVENTORY

Closing inventories include (in thousands of euro):

31/12/2007 31/12/2006

€/000 €/000

Raw and consumption materials 8,392 8,147
Products under construction and semi finished products 3,453 3,274
Finished products and goods 153,376 142,331
Total 165,221 153,752

Inventories pertaining to Group and to its Italian and foreign subsidiaries have been valued
with the weighted average cost as provided for by IAS 2.

All values are net of depreciation of the obsolete or slow moving raw materials and finished
products for a total 0f15.8 millions of Euro of which 3.0 millions of Euro have been
accrued during the year.

Inventories are not bound by any liens or restrictions on property right.

The increase in the “finished products and goods” item is connected to the decrease in
turnover.

7.17. DERIVATIVE FINANCIAL INSTRUMENTS

INTEREST RATE RISK COVERAGE

As at 31/12/2007 the company closed all contracts relating to derivative financial
instruments.
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31/12/2007 31/12/2006

€/000 €/000
Fair value of “’IRS of Gruppo Ceramiche Ricchetti Spa - 145
Total fair value of derivative financial instruments for coverage of - 145
interest rate risk
7.11 CASH AND CASH EQUIVALENTS
Description 31/12/2007 31/12/2006
€/000 €/000
Bank deposits 7,817 14,166
Post office current accounts 84 28
Cheques 7 26
Cash and other cash equivalents 145 86
Total 8,053 14,306

The balance represents available cash funds and the existence of cash equivalents at the
year end.

7.12. NET EQUITY

7.12.1 SHARE CAPITAL

The share capital is made up of 53,550,664 ordinary shares each having a nominal value of
Euro 1.04; therefore it amounts to 55,693 thousands of Euro.

OWN SHARES

Taking account of own shares, the number of shares in circulation have undergone the
following movements:

2007 2006

Number of shares Number of shares

Own shares existing as at st January 53,550,664 53,550,664

Minor own shares in portfolio -803,119 -803,119

Shares in circulation on 1st January 52,747,545 52,747,545
Own shares purchased -741,217
Own shares sold 620,712

Total shares in circulation on 31st December 52,627,040 52,747,545

On 31 December 2007, the Parent Company holds 923,624 own shares (equal to 1.72% of
capital) at a unit book value of € 1,578 for a counter value of 1,458 thousands of Euro.

The amount of the own shares held by Gruppo Ceramiche Ricchetti SpA as at 31%
December 2007 is classified in net equity as a reduction in share capital, in compliance with
IAS 32.

Share capital as at 31" December 2007 net of own shares therefore results as being
composed of n. 52,627,040 shares equal to 54,732 thousands of Euro.

7.12.2. RESERVES

Below is the detail of other reserves with information relating to their possibility of use:
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PORTION OF THE USABLE RESERVE
AMOUNT FOR THE PORTION
NATURE/DESCRIPTION YEAR POSSIBLE USE AVAILABLE

Share capital 54,857
Legal reserve 1,266 B
Share premium reserve 38,856 ABC 38,856
Other reserves:

Revaluation reserve* 11,965 AB 11,965

Facilitated spinning off

reserve 4,589 ABC 4,589

Ex Law 516/82 reserve 63 ABC 63

Extraordinary reserve 43 ABC 43

Net profit realized on exchange

reserve 126 AB 126
Fair value reserve** -105 B 0
Reserve for unavailable profits 1,304 ABC 1,304
Profits brought forward 73,1724 AB
Profit for the year 8,310 ABC 8,310
TOTAL 194,359 - 65,257
Non distributable portion*** 21,964
Remaining distributable portion 43,293
Possibility of use

A: capital increase B: loss coverage C: distribution to shareholders

* Such reserves are made up of : ex Law 72/83 reserve for 4,496 thousands of euro, ex
Law 576/75 reserve for 253 thousands of euro, ex Law 342/00 for 2,808 thousands of euro,
ex Law 413/91 reserve for 4,409 thousands of euro; it should be noted that in case of use of
the reserves for loss coverage, it will not be possible to proceed with distribution of profits
until the same are integrated or reduced in a corresponding measure subsequent to a
deliberation of an extraordinary shareholders’ meeting.

** Not available in accordance with D.Lgs. n.38 of 28/12/2005 art.7, paragraph 2

*** |t should be noted that the non available portion relates to the revaluation reserve
amounting to 11,965 thousands of Euro, to the non realised net profit on exchange reserve
for 126 thousands of Euro and to the non distributable share premium reserve for 9,873
thousands of Euro because the legal reserve has not reached the 20% of share capital limit,
gross of the IFRS decrease on own shares.

Fair value reserve

The movement in fair value is highlighted in the schedule relating to the movements in net
equity, and relates to the valuation of the financial assets held for sale.

Conversion reserve

This is made up of the exchange differences deriving from the conversion of the financial
statements of the foreign consolidated companies residing outside the European Union area
and by the fluctuation of goodwill attributable to such companies always as a consequence
of a variation in exchange rates.

47




7.12.3 RETAINED EARNINGS

As at 31 December 2007 profits brought forward are equal to 86,043 thousands of Euro
with a increasing variation of 3,002 thousands of Euro mainly due to prior year profit. The
item includes the adjustments consequential to the transition to IAS/IFRS for a total of
71.838 thousands of Euro as profits brought forward in accordance with IFRS and
therefore attributable to available profit reserves.

7.12.4. DIVIDENDS

In 2007, ordinary dividends for a total of 1,232 thousands of Euro have been paid,
corresponding to a dividend per share of 0.023 euro cents.

7.12.5. GROUP NET EQUITY

The relationship between net equity and the result of the Parent Company with the
corresponding consolidated result is the following:

Share
capital
and Changes in Total net
reseves net equity 2007 Profit equity
Gruppo Ceramiche Ricchetti S.p.A net equity 187,487 (1,438) (8,310) 194,359
Differences between net equita of consolidated shares
and their value in the parent company’s bilance sheet,
net of the related fiscal effect 13,327 (5,444) 12,120 20,004
Fair value evaluations 17,243 (6,439) 10,804
Adjustment of depreciation and of the related
provisions (543) 0) 27 (516)
Net equity evaluation of non-consolidated subsidiaries
and associated companies (153) 117 (53) (89)
Elimination of intra — group profits (976) 3,174 (9,444) (7,246)
Other minor 18 (18) 0
Total Group 216,403 (10,048) 10,961 217,316
Total minority interest 91 (27) (30) 34
Total net equita 216,494 (10,075) 10,931 217,350
7.13 FINANCIAL LIABILITIES
7.13. 1 Long term financial liabilities
31/12/2007 31/12/2006
€/000 €/000
Banks borrowings 40,134 44,226
Loans from other financing entities 1,989 2,388
Total financing 42,123 46,614

Bank borrowings
Below is a detail of the movements relating to 2007:

Thousands di euro
Long term portion within 5 years 44,153
Long term portion after 5 years 73
Balance as at 31 December 2006 44,226
Increase 29,700
Transfer for short term portion -33,735
Decreases -
Other movements -57
Balance as at 31 December 2007 40,134
Long term portion within 5 years 40,134
Long term portion after 5 years
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Debts towards banks as at 31 December 2007, totalling 40.1 millions of Euro are
decreasing compared with debts existing at the end of prior period that were equal to 44.2
millions of Euro.

The decrease in medium-terms debts towards banks is mainly due to the short-term transfer
of financing requested by Cinca SA, whilst the short term portion transferred relating to
financing requested by the Parent Company has been compensated by the opening of new
financing.

The debts of the Swedish subsidiary are assisted by locally granted real guarantees.

There are no debts due after 5 years.

The row entitled “other movements” represents the effects deriving from exchange
variations.

Loans from other financing entities

This item relates principally to a medium term debt of approximately 1,974 thousands of
Euro relating to a facilitated rate financing per technological renewal in accordance with
Law 46/82 granted by the Ministry of Manufacturing Activities.

The following are the movements:

Amount €/000

Balance at 31/12/2006 2,388
Of which
Long term portion within five years 2,388
Long term portion after five years -
Increases
Decreases 1)
Short term transfers -398
Balance as at 31/12/07 1,989
Of which
Long term portion within five years 934
Long term portioo after five years 1,055
7.13 .2 Short term financial liabilities
Movements in short term financial liabilities are the following:

31/12/2007 31/12/2006

€/000 €/000

Debts towards shareholders 3,500 6,600
Banks borrowings 74,125 77,834
Loans from other financing entities 269 247
Debts towards associated companies 3,650 3,650
Total 81,544 88,331

Details of the single items are illustrated below:

Debts towards shareholders

31/12/2007 31/12/2006

€/000 €/000

Fincisa S.p.A - 2,000
Ceramiche Ind.li Sassuolo e Fiorano SpA 3,500 4,600
Total Debts towards shareholders for financing 3,500 6,600

These relate to the interest-bearing debt owing to Ceramiche Industriali di Sassuolo e
Fiorano SpA, negotiated by the subsidiary La Generale Servizi Srl. Approximately 272
thousands of Euro have been classified amongst the financial charges in the current
financial statements, to cover such debts. The contracts were negotiated at normal market
conditions.
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Banks borrowings

31/12/2007 31/12/2006

€/000 €/000
Current Accounts 4,602 1,714
Export financing 5,570 6,705
Short term financing 45,000 51,732
Amounts due on mortgages in the short term 18,953 17,682
Total short term debits owing to banks 74,125 77,834

Loans from other financing entities

Such item also includes the residual debt at the end of the year deriving from existing
leasing contracts negotiated by the subsidiary, Evers AS — Denmark as well as the amount
due in the short term of the medium term debt relating to financing granted at facilitated
terms per technological renovation granted to the parent company in accordance with Law
nr. 46/82, by the Ministry of Manufacturing Activities, and included in non-current
financing.

Debts towards associated companies

This item includes the debt towards Cinca Italia SpA, negotiated by the parent company
relating to interest-bearing financing without the postponement clause. An amount totalling
149 thousands of Euro was classified amongst financial charges against such debt.

7.14 .3 FINANCIAL COVENANTS

Below is a detail of the financing that provides for respect of financial covenants, all
belonging to the Parent Company:

Original
Date of amount Date of
Financing entity granting (Euro) expiry 1° covenant* 2° covenant* 3° covenant*
DFN/PN<PN | EBITDA/OFL>
CARIPRPC 26//01/2007 | 5,000,000 | 26/01/2008 | 1.1 21 DFN/EBITDA<6.8
MEDIOCREDIT
0 01/12/2003 | 5,000,000 | 01/12/2008 | DFN/PN<1,10 | DFN/MOL<5.5 EBITDA/OFN>4
INTESA BCI 13/02/2007 | 2,000,000 | 12/02/2010 | DFN/PN<1.1 | DFN/EBITDA<5 -
CARISBO 30/06/2006 | 5,000,000 | 30/06/2011 | DB/MOL<4.6 | DFN/PN<0.6 -
DFN/EBITDA<=5.

BDS-MCC 22/06/2007 | 8,000,000 | 22/06/2012 | DFN/PN<1,5 |5 -
* on consolidated figures

DEN = Net financial debts

PN = Net equity

EBITDA = EBIT without amortization
OFL = Gross financial charges
OFN = Net financial charges

As at 31 December 2007 there is no evidence that such parameters have been exceeded.

7.14 . POSITIVE AND NEGATIVE DEFERRED TAXES

Movements in positive and negative deferred taxes are the following:
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Positive deferred  Negative deferred

taxes taxes

€/000 €/000
At at 1° January 2007 7,374 (46,397)
Exchange difference 9) -
Use for losses (360) -
Variation of rate (794) 6,882
Other uses in the year (857) 1,256
Allocation to profit and loss account for the period gross of use 1,261 (525)
Adjustments (58) -
At 31 December 2007 6,557 (38,783)

The positive and negative deferred taxes are allocated to the following items in the
statement of assets and liabilities:

31/12/2006  31/12/2007 31/12/2006 31/12/2007

Positive Positive Negative Negative
deferred deferred deferred deferred
taxes taxes taxes taxes
€/000 €/000 €/000 €/000
Current
Intangible assets 95 83 - -
Tangible assets 322 236 - -
Inventory 3,941 4,431 - -
Liabilities for employee benefits 96 115 - -
Previous tax losses 76 39 - -
Bad debt and other provision 276 405 - -
Shares 494 - -
Miscellaneous 538 290 - -
Sub total 5,838 5,599 - -
Non current

Intangible assets (531) (530)
Tangible assets (45,104) (37,373)
FV financial assets (89) 17
Inventory (335) (206)
Liabilities for employee benefits 405 324 (33) (399)
Previous tax losses 1,136 619

Miscellaneous (5) 15 (305) (258)
Sub total 1,536 958 46,397 (38,783)
Total 7,374 6,557 46,397 (38,783)

Deferred taxes relate to the fiscal effect of temporary displacements between profit for the
period and taxable income. For the purposes of the above calculation account was taken of
the temporary differences considering also the possibility of recovery generated from the
presence of fiscal losses that can be brought forward within the limit of recoverability with
reasonable certainty.

Positive deferred taxes recognized in 2007 and in prior years on previous losses have been
accounted for since their recoverability is considered to be probable.

It should be noted that subsequent to the effect of the variation of the new IRES tax rates
(from 33% to 27.50%) and IRAP tax rates (from 4.25% to 3.90%) introduced by the new
Financial Decree, the calculation of the deferred taxability has been adjusted in accordance
with the specific accounting principles. The reduction of the rates has determined a positive
income component that has been quantified in approximately 6 millions of Euro and has
been entered in the “Income Tax” item of the profit and loss account.
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7.15. SEVERANCE INDEMNITY AND RETIREMENT PROVISION

31/12/2007 31/12/2006

€/000 €/000

Retirement provision 6,858 7,199
Employee severance indemnity 13,634 18,577
Total 20,492 25,776

Retirement provisions refer to supplementary client Indemnity Provision for parent
company clients and to the Italian company Biztiles Italia SpA and to defined contribution
retirement provisions of the foreign subsidiaries CC Hoganas Byggkeramik (Sweden),
Cinca Companhia Industr. de Ceramica SA e Klingenberg Dekoramik GmbH (Germany).
The decrease is substantially attributable to the supplementary client indemnity provision.
Employee severance indemnity provision

Below are the movements of this provision (in thousands of euro):

Variations Amount €/000
Information relating to 31/12/2006 18,577
Increases in the year 2,462
Decreases subsequent to payments made during the year (5,958)
Exchange difference impact 0
Impact of the actualization period in compliance with IAS 19 (1,447)
Total 13,634

This amount totally covers Group commitment as regards its employees at 31 December
2007, in accordance with current legislation labour contracts in force.

The liabilities relating to defined benefit programmes have been determined with the
following actuarial assumptions:

Unit of measure 2007 2006
Rate of interest for the determination of the actual value of % 4.10% 4.0%
the obligation
Expected salary increase rates % Not 3,10%
necessary
Expected early retirement of employees (turnover) % 6%
Directors 10%
Employees and inter-mediates 4%
Labourers 6%
Annual increase in the cost of life rate % 2.10% 2.10%
7.16. PROVISION FOR RISKS AND CHARGES
Balance at  Increases  Decreases Other Balance at
31/12/2006 MOVeMENts  31/12/2007
€/000 €/000 €/000 €/000 €/000
Product guarantee provision 29 28 - 57
Provision for legal disputes in course 492 400 (82) - 810
Other minor 403 (237) 9 183
Total 923 428 (319) 9 1,050
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The category relating to other provisions includes a provision for tax assessments accrued

by the Parent Company during 2006 totalling 220 thousands of Euro.

7.18. TRADE PAYABLES

Description 31/12/2006 31/12/2005)

€/000 €/000]
Trade creditors 50,539 51,335
On —account payment before 12 months 364 564
Debts towards associated companies - 186|
Debts towards other related parties 273 369
Total 51,176 52,454

Debts owing to suppliers relate to normal Groupoperating activities. There are no debts

greater than 5 years old.

The decrease is equally attributable to the various group companies.

Debts towards associated companies

Debts towards associated companies are detailed as follows (in thousands of euro):

Description 31/12/2007 31/12/2006

€/000 €/000
Cinca ltalia S.p.A - 186
Total - 186

Debts towards associated companies relate to trading operations carried out at normal

market conditions and are payable before 12 months.

Debts towards other related parties

Debts towards related companies relate to trade payables owing to parent companies and

their correlated companies and are detailed as follows (in thousands of Euro):

Description 31/12/2007 31/12/2006

€/000 €/000
Fincisa SpA 158 -
Ravenna Mill 115 369
Total 273 369

Debts towards associated companies refer to operations of a commercial nature concluded

at normal market conditions.
7.19. OTHER DEBTS

Other debts are detailed as follows (in thousands of euro):

Description 31/12/2007 31/12/2006)

€/000 €/000]
Debits towards social security institutions 2,754 3,171
Miscellaneous debiti 12,503 13,444
Accrued expenses and deferred income 1,097 1,955
Total 16,354 18,570

Miscellaneous debts

The amount of other debts is composed of (in thousands of Euro):
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Description 31/12/2007 31/12/2006

€/000 €/000
Debits towards employees 9,070 9,808
Debit towards shareholders for dividends 22 17
Credit notes to be issued 2,242 2,402
Trade payables 418 763
Other minor 751 453
Total other debts 12,503 13,444

Debts owing to employees mainly comprise debts for salaries due on 31 December 2007.
The credit notes to be issued relate almost exclusively to premiums recognized by the
Parent Company and by the subsidiaries to their clients.

The debts are not sustained by real guarantee on company assets.

Accrued expenses and deferred income

This item is made up as follows (in thousands of Euro):

31/12/2007 31/12/2006
€/000 €/000
Deferred income
Other minor 182 572
Total Deferred Income 182 572
Accrued expenses
Interests 822 1,266
Insurance 48 40
Others 45 77
Total Accrued Expenses 915 1,383
Total Accrued Expenses and Deferred Income 1,097 1,955

7.20. TAX DEBTS

The “Tax Debts” item represents total debts of the consolidated companies towards State
Treasury, and are defined as follows (in thousands of Euro):

Description 31/12/2007 31/12/2006

€/000 €/000
Debts for current tax 1,836 2,151
Debts for IRPEF 2,362 2,446
Debts for V.A.T. 755 1,075
Other debts owing to State Treasury 219 174
Total 5172 5,846

Other debts owing to State Treasury mainly comprise the instalments relating to the closing
of fiscal disputes, pending issues relating to direct income tax and substitute tax in
accordance with law 19, paragraph 8, law 449/1997 and to the non payment of withholding
tax pertaining to the Parent Company.

7.21. INCOME FROM SALES AND SERVICES

As provided for by IAS 18, income from sales and services at 31 December 2007, equal to
270,703 thousands of Euro (282,278 at 31 December 2006) are represented at the “fair
value” of the sale of assets and services, net of added value tax. Income from sales are also
netted of discounts and rebates equal to 3,006 thousands of Euro at 31 December 2007 and
2,938 thousands of euro at 31 December 2006.

As illustrated in the sectorial analysis, the division of income, per geographical area, is the
following: (in thousands of Euro)
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GEOGRAPHICAL AREA 31/12/2007 31/12/2006

€/000 % €/000 %
Italy 55,037 20.33% 58,946 20,88%
Europe 192,023 70.9% 197,136 69,84%
North America 12,918 4.77% 16,274 5,77%
South America 348 0.13% 265 0,09%
Asia 7,216 2.67% 7,308 2,59%
Australia 1,880 0.69% 1,447 0,51%
Africa 1,281 0.47% 901 0,32%
Total 270,703 100% 282,278 100%

Volume of sales for 2007 amounted to 27.8 millions of square meters as opposed to 30.2
millions of square meters in 2006

Incomes from sales and services relating to 2007 show a decrease equal to 8.1% in terms of
volumes and 4.1% in terms of profit compared to the 2006, which at the same exchange
rate decreases by 3.7%.

7.22. OTHER INCOME

Other income includes:

Description 31/12/2007 31/12/2006

€/000 €/000
Income from services rendered 320 26
Income from sales 3,037 567
Positive rentals 48 72
Recovery of expenses 25 84
Contingent assets 1,558 1,462
Contributions 46 173
Other minor 291 74
Reimbursement from insurance 61 8
Increase in assets subsequent to internal work 28 23
Non recurring income 142 40
Other minor 412 430
Total other income 5,968 2,960

Other income mainly comprise contingent assets and various cost recoveries, income from
alienation of assets, income from rents, insurance reimbursements and indemnity for
damages of an ordinary nature. 2.3 millions of Euro of the increase is determined by the
income gained subsequent to the sale of a warehouse owned by the English subsidiary
Bellegrove Ceramics Plc.

Extraordinary income is subdivided as follows:

Description 31/12/2007 31/12/2006
€/000 €/000

Non recurring income

Contingent assets for taxes 43 14

Other minor 99 26

Total 142 40

7.23. PURCHASE COSTS

Below is the detail relating to purchase costs (in thousands of euro):
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Description 31/12/2007 31/12/2006
€/000 €/000
Purchase of raw materials 56,127 55,889
Purchase of goods and finished products 24,333 26,774
Transport costs 5,532 4,383
Stock variation in raw materials, consumption goods and (613) (7,112)
merchandise
Total 85,379 79,935

Purchases of goods and finished products includes the commercialisation of ceramic
products outside the group and construction materials for laying down of the materials

made by certain foreign subsidiaries.

7.24. COSTS FOR SERVICES

The detail of costs for services is the following:

Description 31/12/2007 31/12/2006
€/000 €/000
Electricity 33,106 33,354
External work 4,884 5,235
Commissions and accessory charges 6,335 7,746
Maintenance and repairs 8,811 7,558
External cleaning 846 849
Transport costs on sales 8,710 8,227
Insurance costs 1,091 1,450
Trade fairs and exhibitions 2,245 2,258
Marketing expenses 6,695 6,689
Statutory auditors’ fees 120 110
Administrative, commercial and technological consulting fees 2,988 2,933
Reimbursement of travelling expenses 2,088 2,144
Post office expenses 1,647 1,565
Cost for use of third party assets 6,051 5,910
Costs for research laboratory 454 608
Other minor 5,149 5146
Total 91,220 91,782
7.25. PERSONNEL COSTS
7.25.1. DETAIL
Below is a detail of personnel costs:
Description 31/12/2007 31/12/2006
€/000 €/000
Personnel costs for salaries and wages 82,216 86,643
Actuarial losses (1,553) (168)
Total cost of personnel 80,663 86,474

The item comprises the total cost for employees, including merit increases, increases in
categories, cost of living increases, costs for holidays not taken and accruals required in
accordance with law and labour contracts, in accordance with what is provided for in the

56




individual countries. The decrease in the cost of labour is substantially attributable to the
decrease in the average number of employees compared with the prior period.

7.25.2 AVERAGE NUMBER OF EMPLOYEES

The average number of employees, divided into categories, is illustrated in the following
table:

Qualification Average Average 31/12/2007  31/12/2006 Variations
2007 2006

Management 34 47 32 38 (6)

Labourers 637 670 611 657 (46)

Employees 1,391 1,491 1,353 1,388 (35)

Total 2,062 2,208 1,996 2,083 (87)

7.25.3 FEES PAID TO ADMINISTRATORS, STATUTORY AUDITORS AND
GENERAL MANAGERS

Below is the detail (in thousands of Euro)

Subject Description of role Fees
Surname and Name Position Duration of || Fees for the role Non Bonuses Other
covered role Monetary and other fees
Benefits  incentives
Oscar Zannoni President 1-131-12-07 615,675
Alfonso Panzani Director 1-1 31-12-07 10,300
Loredana Panzani Director 1-1 31-12-07 8,750
Giancarlo Pellati Director 1-1 31-12-07 120,800
Angelo Rossini Director 1-131-12-07 8,625
Total 764,150 - -
Eugenio Orienti Statutory 1-1 31-12-07 28,759
Auditor
Albino Motter Statutory 1-1 31-12-07 14,560
Auditor
Claudio Semeghini Statutory 1-1 31-12-07 14,990
Auditor
Total 58,309 - - -

The fees recognized to the administrators and statutory auditors relate to activities carried
out by the same in Gruppo Ceramiche Ricchetti SpA and its subsidiaries.

In accordance with what is provided for by article 79 of Consob regulation n. 11971/1999
and subsequent amendments and integrations, below is a detail of shareholdings either held
directly or through subsidiaireis, trustee companies or through a third party by Managing
Directors, Statutory Auditors, General Managers, Directors having strategic
responsibilities as well as consorts who are not legally separated and children less than 18
years old, in the Group companies.

Name Terms of ownership Name of company in which Sharesat Number Number Shares at % of
and shareholdings are held 31.12.2006 of shares of 31.12.2007 ownership
surname purchased shares of share
and sold capital (*)
position
covered
Oscar Direct Gruppo Ceramiche Ricchetti S.p.A. 166,388 -166,338 -
ga”’?g”i Indirect Ordinary Shares * Gruppo Ceramiche Ricchetti S.p.A. 33,101,268 33,101,628 61.81
residente
Indirect Own Shares Gruppo Ceramiche Ricchetti S.p.A. 803,119 741,217 -620,712 923,624 1.73
Alfonso
Panzani Direct Gruppo Ceramiche Ricchetti S.p.A. 100,000 -30,000 70,000 0.13
Consigliere

* the shares are held through subsidiaries
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7.26. DEPRECIATIONS AND AMORTISATIONS

As regards depreciations and amortizations it should be noted that the same have been

calculated on the basis of the residual possibility of economical use.
7.27. OTHER COSTS

The detail of other costs is the following (in thousands of euro):

Description 31/12/2007 31/12/2006

€/000 €/000
Other accruals 628 779
Miscellaneous operating charges 2,892 2,992
Non recurring charges 380 115
IAmortization of working capital 324 446
[Total other costs 4,224 4,332

The item “other accruals” includes the provision for trade agents retirement (due by the
company if the agent retires by company’s initiative 149 thousands of Euro), the accrual
relating to the provision for risks in connection with legal disputes that are under way (400
thousands of Euro) and other minor accruals (79 thousands of Euro).
Miscellaneous operating charges mainly include costs for reimbursement of damages (40
thousands of Euro), loss on receivables (163 thousands of Euro), losses on alienation of
assets (156 thousands of Euro), social security contributions (82 thousands of Euro),
miscellaneous taxes (1,666 thousands of Euro), extraordinary costs (598 thousands of Euro)

and other minor (187 thousands of Euro).

Non recurring charges are subdivided as follows:

Description 31/12/2007 31/12/2065
Extraordinary charges €/000 €/000
Prior year taxes:
Losses from disposal of fixed assets 134 -
Other minor - 84
Total 246 31
Extraordinary charges 380 115
7.28. FINANCIAL INCOME AND CHARGES
Below is a detail of the item:
31/12/2007 31/12/2006
€/000 €/000
Income
Income from investments 3,037 4,333
Interest falling due from bank/post office 475 280
Interest falling due from related companies 53 47
Other interess falling due 41 77
Profit on exchange 1,080 1,647
Profits from evaluation of derivative financial instruments } 249
Other financial income 112 80
Total financial income 4,798 6,712
Charges
Interests due to correlated companies (348) (418)
Interests due to banks (3,393) (2,418)
Interests due subsequent to mortgages and financing (2,445) (2,209)
Other financial charges (305) (573)
Exchange rate losses (1,114) (1,432)
Total financial charges (7,605) (7,049)
(2,807) (337)

Net financial charges
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Below is the composition of the main items:

Income from investments

Description 31/12/2007 31/12/2006

€/000 €/000

From associated companies

Afin SpA 2,008 -
Finmill SpA 36 -
From other companies

Mediobanca Dividends 942 841
Generali Dividends 50 36
Dividends from investments in the Swiss Development Capital fund - 3,454
Dividends on other shares of listed companies 1 2
Total 3,037 4,333

Interests falling due from related companies

Description 31/12/2007 31/12/2006
€/000 €/000

I Lentischi - 12

Primavera SpA (bonds) 18

Kabaca S.p.A (bonds) 35 35

Total 53 47

Interests owing to related companies

Description 31/12/2007 31/12/2006

€/000 €/000
Fincisa S.p.A. 40 69
CISF Ceramiche Ind.li Sassuolo e Fiorano Spa 159 203
Cinca Italia S.p.A 149 146
Total 348 418

Financial charges due to CISF Ceramiche Ind.li Sassuolo e Fiorano SpA derive from
financing negotiated at normal market conditions, for an approximate amount of 4.6
millions of Euro of which a remaining 3.5 millions of Euro was recorded in the balance
sheet, negotiated by the subsidiary La Generale Servizi Srl whilst the financial charges
owing to Fincisa SpA derive from financing negotiated by the Company during the year
2005, and closed in 2007, whilst financial charges owing to the associated company Cinca
Italia SpA relate to financing without the postponement clause granted to the Parent
Company totalling 3.65 millions of Euro.

7.29. ADJUSTMENTS TO VALUE OF FINANCIAL ASSETS

The detail is the following:

Description 31/12/2006 31/12/2005
€/000 €/000

Revaluations:

of shareholdings 94 1.713

Devaluations

of investments (1,983) -

Total (1,889) 1.713

The devaluations relate to the effect deriving from the evaluation made with the net equity
method of associated companies.

59




7.30. TAXES

The theoretical rate is equal to 37.25% (lres 33%; Irap 4.25%) for companies residing on
the national territory and is equal to rates in force in the individual countries of the foreign

subsidiaries.

It should be noted that the Parent Company has adhered, together with the subsidiaries
Biztiles S.p.A, La Generale Servizi S.r.l., Gres 2000 S.r.I. e Finale Sviluppo S.r.l. to the

option relating to the national fiscal consolidation.

Taxes recorded in the consolidated profit and loss account are the following:

2007 2006

€/000 €/000
Current taxes
- IRAP 1,742 2,038
- Other taxes 4,133 2,622
Total current taxes 5,874 4,660
Deferred taxes (7,133) (1,557)
Total Income Tax (1,259) 3,103

The reconciliation of calculated taxes on the basis of nominal rates in the various countries

and the effective charge, is the following:

2007 2006
€/000 €/000
IRES and income tax in the individual countries
Profit before tax from the consolidated profit and loss account 9,642 6,797
+/- Information from fiscally neutral consolidated entries 4,221 4,898
Profit before tax from aggregate profit and loss account 13,863 11,694
Theotetical taxation on the basis of applicable rates in the individual countries 5,653 3,916
Costs not fiscally deductible
Greater taxes for inventory depreciation 1,049 1,122
Greater taxes for non - deductible amortization 736 953
Greater taxes for accruals 538 1,394
Greater taxes for shares depreciation 1,989 1,281
Greater taxes for other non-deductible costs 1,244 581
Non taxable income
Minor taxes for surplus amortization (70) (35)
Minor taxes for unrealized losses (739) (901)
Minor taxes for fiscal losses brought forward (1,361) (925)
Minor taxes retirement provision accrual (457) (398)
Minor taxes for revaluation of shareholdings (430)
Minor taxes for dividends identified but not collected (3,048) (3,630)
Other minor (1,400) (306)
Tax charges 4,133 2,622
IRAP/local income tax

Profit before tax from the profit and loss account Iltalian companies) 167 (1,649)
Theoretical taxes based on the Italian rate (4.25%) 7 (70)
Non-deductible fiscal costs
Greater taxes for inventory depreciation 134 145
Greater taxes for non-deductible personnel costs 1,442 1,857
Greater taxes for non-deductible financial charges 46
Greater taxes for re-absorption of fiscal interferences 85 99
Greater taxes for other non-deductible costs 424 262
Non taxable income
Minor taxes for contingent assets deriving from non taxable fiscal intereferences -
Minor taxes for financial income (307) (278)
Minor taxes for other non-deductible costs (44) (23)
Charges for local tax 1,742 2,038
Total income tax for the year 5,875 4,660
Deferred fiscality in the year (7,133) (1,557)
Total consolidation taxes (1,259) 3,103

The deferred taxes allocated to the profit and loss account can be detailed as follows:
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31/12/2007 31/12/2006
Description €/000 €/000
Positive deferred taxes generated/transferred to the profit and loss account for 368 (1,000)
the year '
Negative deferred taxes generated/transferred to the profit and loss account for (7,501) (557)
the year '
Total (7,133) (1,557)

7.31. PROFIT PER SHARE

Profit per basic share

The profit per basic share is calculated on the basis of consolidated profit in the period
attributable to the shareholders of the Parent Company divided by the average number of

ordinary shares during 2007, calculated as follows:

Description 31/12/2007
Consolidated profit for the period attributable to the shareholders of the 10,931
Parent Company €/000

52,627

IAverage number of shares as at 31 December 2007 (thousands)

Profit per basic share as at 31 December 2007 0.208

31/12/2006]
3,721
52,748

0.071

Profit per diluted share

The profit per diluted share coincides with the profit per basic unit.

8. DIVIDENDS PER SHARE

The ordinary shares paid in 2006 have been respectively equal to 1,232 thousands of euro

in 2007 (0.023 euro per share) and 2,110 thousands of Euro in 2006.

9. RELATIONSHIPS WITH RELATED PARTIES

As regards the Group, relationships with correlated parties are largely represented by
operations with associated companies, parent companies and their subsidiaries (other
correlated companies), carried out at normal market conditions in the respective reference

markets, taking account of the characteristics of goods and services provided.

The impact of such operations on the single balance sheet items is summarized below:
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Impact of operations or positions with related parties on the profit and loss items:

Operating Income

Purchase costs and
services rendered

Miscellaneous
financial income

Miscellaneous
financial charges

2007 2006 2007 2006 2007 2006 2007 2006
Associated companies
Afin Sp.A. -3 2,008
Fin Mill S.r.l. - 36
Vanguard Ceramiche S.r.| 0.5 1
Cinca Italia S.p.A. 0.5 159 48 185 149 146
Other related companies
Fincisa S.p.A 5 265 268 40 69
CISF. Ceramiche industriali 7,422 619 658 159 203
Sassuolo e Fiorano S.p.A.
Sic S.p.A 25
Finanziaria Nordica S.p.A 25
Arca S.p.A. 21 27
Beni Immobili S.p.A 5 64 924 653
I Lentischi S.r.l. 29 29 12
Ravenna Mill S.p.A 0 579 969
Kabaca S.p.A. 35 35
Primavera SpA 18
Ceramica Settecento 716
Valtresinaro S.p.A.
Total relationships with 7,459 982 2.461 2.762 2,097 47 348 418
related parties
Total balance sheet item 276,671 285.23 180,823 176.04 4,798 6,712 7,605 7,049
% Impact on balance sheet 2,7% 0,3% 1.3% 1.6% 43.7% 0.7% 4.6% 5.9%

items
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Impact of operations or positions with related parties on the items of the statement of assets and

liabilities:

Financial
assets
available for
sale

Non
current
financial
receivables

Current
financial
receivables

Trade
receivables

Other
current
receivables

Current
financing

Trade payables

2007 2006

2007 2006

2007 2006

2007 2006

2007 2006

2007 2006

2007 2006

Associated
companies
Afin S.p.A.

Fin Mill S.r.1.

Vanguard
S.rl

Cinca Italia
S.p.A.
Other
related
companies
Sic SpA
Finanziaria
Nordica SpA
Fincisa S.p.A

| Lentischi
Sl

Kabaca
Sp.A.
Primavera
SpA

Arca S.p.A
Ceramiche
Ind.li
Sassuolo e
Fiorano SpA
Ravenna Mill
Sp.A

B.l. Beni
Immobili
Sp.A
Ceramica
Settecento
Valtresinaro
S.p.A.

Total
relationships
with related
parties

Total
balance sheet
items

581 581

600

1,181 581

43,953 43,055

300 400

31 31

16

48 38

48 38

152

736

46

214
742

412

54,631 65,888

82 87

332 297

416 386

5,061 4,947

3,650 3,650

2,000

3,500 4,600

7,150 10,250

81,544 88,331

186

158

115 369

273 555

51,176 52,454

% impact on
balance
sheet figures

3.4% 1.3%

0% 0%

100% 100%

1.4% 0.6%

8.2% 7.8%

8.8% 11.6%

05% 1.1%
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10. OTHER INFORMATION, SUBSEQUENT EVENTS
As regards the information pertaining to the company’s business trend, including its expected evolution,

as well as important events occurring after the balance sheet date reference should be made to Directors’
Report to the consolidated financial statements.

11. SCHEDULE OF THE MOST SIGNIFICANT SHAREHOLDINGS :

In accordance with article 126 of Consob Regulation n. 11971, below is a detail of the shareholdings
greater than 10% held by Gruppo Ceramiche Ricchetti S.p.A. as at 31 December 2007:

Head Office % Terms of Name of Shareholding
Name of Company in held ownership company
which shares are held

Subsidiaries :
CC Hogands Byggkeramik AB Sweden 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
OY Pukkila AB Finland 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Klingenberg Dekoramik Gmbh Germany 99.00 Gruppo Ceramiche Ricchetti S.p.A.

1.00 CC Hoganés Byggkeramik AB
Cinca Companhia Industrial de Portugal 95,.312 Ownership United Tiles S.A.
Ceramica S.A. 4,688 Own shares Cinca Companhia Ind. de Ceramica S.A.
Bellegrove Ceramics Plc England 15.00 Ownership  United Tiles SA

85.00 Gruppo Ceramiche Ricchetti S.p.A.

Hoganas Byggkeramikk AS Norway 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Evers AS Denmark 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Héganas Céramiques France SA  France 94,94  Ownership  Gruppo Ceramiche Ricchetti S.p.A.

0.01  Ownership  CC Hdoganés Byggkeramik AB

0.01  Ownership  OY Pukkila AB

0.01  Ownership  Klingenberg Dekoramik Gmbh

0.01  Ownership  Evers AS

0.01  Ownership  Hoganas Byggkeramikk AS
Casa Reale Ceramic Inc. Texas - USA 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Ricchetti Ceramic Inc. Florida-USA 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
United Tiles S.A. Luxembourg 99.998  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Cinca Comercializadora de Spain 2.83  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Ceramica SL 97.17 Cinca Companhia Ind. de Ceramica S.A.
Ricchetti Far East Pte Ltd in Singapore 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
liquidation
Biztiles Italia S.p.A. Italy 99.98  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
La Generale Servizi S.r.l. Italy 99.32  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Gres 2000 S.r.l. Italy 85.00 Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Ceramiche Italiane Inc. Usa 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Finale Sviluppo S.r.l. Italy 100.00  Ownership  Gruppo Ceramiche Ricchetti S.p.A.
Astrantia Servicos de Consultad.  Portugal 100.00  Ownership  United Tiles SA
Kiinteistd Oy Pitk&maki Perusyhtié Finland 100.00  Ownership Oy Pukkila AB
Delefortrie SARL France 100.00  Ownership  Hogands Céramiques France SA
Associated Companies :
Afin S.p.A. Italy 21.019  Ownership  Gruppo Ceramiche Ricchetti S.p.A
Finmill S.r.1. Italy 33.63  Ownership  Gruppo Ceramiche Ricchetti S.p.A
Vanguard Ceramiche S.r.l. Italy 40.00 Ownership  La Generale Servizi S.r.l.
Cinca Italia S.p.A. Italy 44829  Ownership  Cinca Companhia Ind. de Ceramica S.A.
Studio Betre AB Sweden 13.30  Ownership  CC Hdganas Byggkeramik AB
Studio L6 Sweden 21.30  Ownership  CC Hoganas Byggkeramik AB
Cincominas SL Portugal 1250  Ownership  Cinca Companhia Ind. de Ceramica S.A.

Modena 28 March 2008
For the Board of Directors
The President
Cav. del Lav. Oscar Zannoni
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MAZARS

GRUPPO CERAMICHE RICCHETTI S.p.A.
Auditor's report pursuant to article 156 of Legislative Decree of
February 24, 1998, n. 58

To the shareholders of Gruppo Ceramiche Ricchetti S.p.A.

1. We have audited the consolidated financial statements of Gruppo Ceramiche Ricchetti
S.p.A. and subsidiaries (the Gruppo Ceramiche Ricchetti group), which comprise the
balance sheet as at December 31, 2007, and the income statement, statement of
changes in equity and cash flow statement for the year then ended, and a summary of
significant accounting policies and other explanatory notes. These consolidated
financial statements are the responsibility of the Company's Directors. Our
responsibility is to express an opinion on these consolidated financial statements based
on our audit.

2. We conducted our audit in accordance with the Auditing Standards recommended by
CONSOB, the Italian Commission for listed Companies and the Stock Exchange.
Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the consolidated financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the consolidated 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.

For the opinion on the consolidated financial statements of the prior year, presented for
comparison in accordance with the same accounting principles, reference should be
made to our auditor's report issued on April 11, 2007.

3. In our opinion, the consolidated financial statements present fairly the financial
position of Gruppo Ceramiche Ricchetti S.p.A (the Gruppo Ceramiche Ricchetti
group) 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
the requirements of national regulations issued pursuant to art. 9 of Italian Legislative
Decree n° 38/2005

Bologna, 11 aprile 2008

MAzARS & GUERARD

VIA R1zzOLI, 1/2 - 40125 BOLOGNA
TEL: +39 051 22 05 66 - FAX: +39 051 22 08 11 - www.mazars.it
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USEFUL INFORMATION

GRUPPO CERAMICHE RICCHETTI S.PA.

Registered Office: Strada delle Fornaci, 20 - 41100 Modena

Head Office: Via Statale, 118/M-1-42013 S. Antonino di Casalgrande (Re)
Phone: +39 0536-992511

Fax: +39 0536-992515

e-mail: info@ricchetti-group.com

www.ricchetti-group.com

Capital Stock: euro 55,692,690.56






