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| etter from the
Chairman

Dear Shareholders:

2006 has undoubtedly been an important year
for Uralita, posting the highest earnings in its
history and laying the groundwork for profitable
growth in our businesses going forward.

The achievement of such substantial earnings,
coupled with the Group’s solid financial position,
has allowed us to propose an attractive
remuneration for our shareholders in the form of
a dividend (100% payout) in the same year in
which Uralita will celebrate its centenary.

Business was buoyant in all the Group’s
markets: In Spain, a record 850,000 building
permits were granted, up 18% from 2005.
Central European markets also performed
strongly, specially in Germany where the much-
awaited recovery was finally observed, with
building permits granted increasing 11%. In
Eastern Europe and Russia, where the Group is
leader in the insulation sector, the markets
remained buoyant with many posting double-
digit growth. On a less positive note, Portugal’s
residential construction market fell 5.7% from
the previous year.

Particularly positive for the Group was the
heightened demand for several of its products as
a result of both regulatory initiatives aimed at
increasing energy efficiency and market trends
favouring the use of higher quality materials and
easy installation. We would highlight the strong
demand for Ursa® insulation products and
Pladur® plasterboard.

In terms of costs, price increases for oil and
related raw materials were more gradual and
moderate than in previous years, which, coupled
with strong demand, made it possible to partially
transfer the increase in cost to the market.

During 2006, the Group focused primarily on
four lines of action:

« Securing profits from the various actions aimed
at streamlining operations undertaken in 2005:
simplifying the business portfolio and product
range, shutting down factories and reducing
overhead costs.

« Identifying and implementing commercial and
industrial initiatives to boost the efficiency and
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strengthen the competitive position of our
businesses. The commercial strategy adopted
for several business lines were reviewed in
2006, products with greater added-value were
launched and promoted, the efficiency of
factories and logistics was improved and many
actions were taken to improve overhead costs
both at the corporate centre and within each
business.

< Analysing and implementing plans for organic
and inorganic growth. In terms of organic
growth, the ability to open numerous factories
was drawn on and approval was given for and
in some cases work was started on the
construction of new gypsum factories in Spain
and insulation factories in Eastern Europe. In
terms of inorganic growth, numerous
opportunities to expand into new markets were
analysed.

< Implementing the new organisational model
structured in late 2005. This was based on
simplifying the corporate centre, moving the
insulation business offices from Frankfurt to
Madrid and grouping the three businesses
(Gypsum, Roof Tiles and Pipes) concentrated
today on the Iberian Peninsula, under a single
management.

These actions boosted 2006 results and above
all, laid the groundwork for the Group's future
development.

In 2006, Uralita reported net income attributable
to the controlling group of €47.3 million, the
highest figure in its history, up 34.4% from

2005. This result is due to Group’s record sales
(€1,005 million) and operating profit (€178
million) within the construction materials
industry. Financial debt decreased to €104
million, down 26% from the previous year.

All of the Group’s businesses posted positive
results. Margins at the Insulation and Pipes
businesses grew strongly while the Gypsum
business remained buoyant with no drop in
margins. Margins improved significantly at the
Roof Tiles business although sales dropped
slightly as a result of the situation in the
Portuguese market.

An overall positive stock market, coupled with
the Group’s positive performance and
expectations, drove Uralita’s share price up 46%
in 2006, over and above the Ibex 35’s gain for
that same period (+32%). Uralita’s average
share price in 2006 was €4.28, closing the year
at €4.99 per share.

Overall, 2006 was an excellent year for Uralita
and the company met some major milestones:

« Posting the highest earnings in its history, with
net income attributable to the controlling
company of €47.3 million

» Improving margins at all the Group’s
businesses, laying the groundwork to ensure
their competitiveness going forward

« Preparing for, and in some cases
implementing, the foundations for organic and
inorganic future growth

* 26% decrease in financial debt, which will
make this future growth possible.



SHAREHOLDER REMUNERATION

As you will recall, we made a commitment to
paying dividends with a 30-40% “payout”
(percentage of the Net Income Attributable to
the Controlling Company that is paid out as a
dividend). Given the excellent performance in
2006 and the positive expectations for our
businesses, we intend to propose at the
General Shareholders’ Meeting an ordinary
dividend of €0.24 per share be paid against
2006 profits. This would mean a 100%
“payout,” allowing our shareholders to fully
share in our profits.

Lastly, it is important to note that, considering
both the increase in the share price in 2006
and the dividend payout proposed, the total
return for Uralita shareholders was 53%.

TARGETS FOR 2007

In 2007 the Group intends to continue to
pursue its efforts aimed at improving
profitability. With this objective in mind, and
despite the excellent performance seen in
2006, we expect to increase the Net Income
Attributable to the Controlling Company to
€54 million, which implies a 15% increase
compared to 2006.

To attain this objective, we will continue
implementing initiatives aimed at improving
the operating margins of the businesses and
exploring opportunities for growth.

This year is also important for us since we
will be celebrating the Uralita Group’s
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centenary with a series of activities and
communications that will be published as
the year progresses.

| would like once again to thank you,
on my own behalf and on behalf of
the Board, for the confidence you
have placed in us, and renew our
commitment to continue making
Uralita a European standard-

setter for profitability in the

building materials sector.

JAVIER SERRATOSA LUJAN
CHAIRMAN
URALITA GROUP
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Board of
Directors

Javier Serratosa Lujan

(Executive Board Member)
President of the Board of Uralita, S.A.
since 2002. Graduate in Economic
and Business Sciences from the
University of Valencia and M.B.A.
from Boston University (USA). He is
the Chairman of Uralita Group and
CEO of Nefinsa, S.A., He is also a
member of the boards of Air Nostrum Lineas Aéreas del
Mediterraneo, S.A. and the Valencia Business
Confederation.

Gonzalo Serratosa Lujan

(representing Nefinsa, S.A.)
Member of the Board of Directors of
Uralita, S.A. since 2007. Graduate in
Business Administration and
Management, M.B.A. from the
Escuela de Técnicas Empresariales
Aplicadas, MA in Corporate Audit
and Analysis from Madrid
Complutense University and an
International M.B.A. from the IE Business School (Instituto
de Empresa). He is Head of Corporate Development at
Nefinsa. He previously acted as an advisor to Price
Waterhouse and Air Nostrum and Assistant Director of
Planning and Corporate Development at Uralita Group.

Julio Fermoso Garcia
(representing Caja de
Ahorros de Salamanca y
Soria "Caja Duero")

Member of the Board of Uralita S.A.
since 2004. Graduate in Medicine.
He is the Chairman of Caja Duero
and a professor at the University of

Salamanca. He was formerly the Rector of the University of
Salamanca.

José Manuel Sanchez Rojas
(representing Atalaya
Inversiones, S.R.L.)

Member of the Board of Uralita S.A.
since 2006. Graduate in Economic
and Business Sciences. He is the
Chairman of the Board of Directors of
Caja Badajoz, Chairman of Caja
Badajoz, Vida y Pensiones, S.A. de
Seguros, Chairman of Distribucion y Comercializacion de Gas
Extremadura, S.A. (DICOGEXSA) and Deputy Chairman of
Iniciativas Pacenses, S.A.. He is also on the Board of
Directors of Caja de Seguros Reunidos Compatiia de Seguros
y Reaseguros, S.A. (CASER), Corporacion Empresarial de
Extremadura (CEEX) and Lico Corporacion, S.A.

Javier Echenique Landiribar

(External independent Director)
Member of the Board of Uralita S.A.
since 2003. Graduate in Economics.
He is a Director of ACS representing
Imverlin Patrimonio, S.L., Consultor,
S.A., ENCE, S.A., Grupo Porres
México, Repsol YPF, S.A., Telefénica
Moviles, S.A. and UNIQUAL (Basque
University System Accreditation
Agency). He was previously General Manager and Board
Member of Allianz-Ercos and Eurovida, General Manager of
BBV and General Manager of Grupo BBVA in 2001,
overseeing Wholesale Banking, which included Investment
Banking and the Industrial Group.

José Manuel Serra Peris

(External independent Director)

Member of the Board of Uralita S.A. since 2003. Law
Graduate and Public Attorney. He is
a Director of Fadesa, S.A., Grupo
Ence, Natraceutical, S.A. and Red
Eléctrica Espafia, S.A. He was
previously Secretary of State for the
Ministry of Industry and Energy,
Chairman of the Spanish Patents and
Trademarks Office, Chairman of the




Spanish Centre for Industrial Technological Development
(CDTI) and the Spanish Institute for Energy Diversification
and Saving (IDAE), and a member of the board of the
Spanish state holding company, SEPI, and of Iberia and
ENDESA.

Member of the Board of Uralita S.A.
since 2003. Graduate in Economics.
He is the Chairman of AEGON
Seguros Salud, S.A. of Seguros y
Reaseguros and AEGON Seguros de
Vida, Ahorro e Inversion, S.A.. He is
the Deputy Chairman of Caja Badajoz Vida y Pensiones
and CAN Vida y Pensiones and Managing Director of
AEGON Espafia, S.A. He is a member of the National
Reinsurance Board, a Director of Naviera Elcano, S.A. and
a Director of the Spanish Insurance Sector Research Body,
the ICEA. He was previously General Manager at Banco de
Granada and Chief Executive of Aseguradora Galicia, S.A.

Member of the Board of Uralita, S.A.
since 2002. He followed Business
Administration studies and a Masters
in Financial Management from the
Financial and Stock Market Studies
Foundation in Valencia. He is Chief
Financial Officer at Nefinsa, S.A. He was formerly
Administration Manager at Grupo Valenciana de Cementos
and Chief Financial Officer of Uralita Group.

Member of the Board of Uralita, S.A.
since 2002. A law graduate, with an
MA in Legal Consultancy from the
Madrid Business Institute and in
Stock Market and Financial
Management from the Financial and
Stock Market Studies Foundation in
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Valencia. He is head of Legal Advisory Services and
Human Resources at Nefinsa, S.A.. He has also acted as
Secretary to the Board of Uralita, S.A. and General
Manager for Legal Advisory Services for the Uralita Group.

Member of the Board of Uralita, S.A.
since 2006. Graduate in Industrial
Engineering from ICAI and holder of
an MBA from Insead (France). He is
the Head of Planning and Corporate
Development at Uralita. He was
formerly an Associate Principal at
McKinsey & Co. and Director of
Planning and Management Control at Aragonesas.

Member of the Board of Uralita S.A.
since 2002. Graduate in Economic
Sciences and Registered Auditor. He
is Corporate Chief Financial Officer at
Grupo Uralita. He was previously a
partner with Arthur Andersen and
carried out business consultancy

work at the firm, Gestion Alternativa, as one of its founding
partners.

Member and Secretary of the Board
of Uralita, S.A. since 2004. Lawyer
and M.B.A. from |ESE-PADE. He is
the General Counsel at Uralita.
Previously General Secretary to the
Board at Aragonesas.
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Management
Committee

Chairman
Javier Serratosa /

I
Head of
Planning and
Corporate
Development
Jorge Alarcon /
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|
Corporate Chief
Financial
Officer

José Ignacio Olleros /

General
Counsel

Alvaro Rodriguez-Solano /

I
General Manager
URSA

Daniel Llinas /
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|
General Manager
Uralita Iberia
José Luis Pozo /
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|
Head of
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Overview
of the
Uralita Group

The Uralita Group is a Spanish construction
materials multinational enterprise with 100 years
of history. It is the leader in its markets and
sectors of operation. Uralita’s strategic vision
entails the development of its construction
materials businesses across Europe through its
core Insulation, Gypsum, Roof Tiles and Pipes
activities.

Sales in 2006 reached €1,005 million, of which
52% were made outside of Spain. The Uralita
Group's corporate offices are located in Madrid,
Spain. The total workforce at 31 December,
2006 was some 3,866 employees and it had 38
production plants in Europe.

Uralita holds a leading position in Spain and

Portugal in the building materials sector and is
the third largest manufacturer of Insulation
materials in Europe.

11
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HISTORY OF THE
URALITA GROUP

20’s - 40’s 50’s - 60’s 70’s - 80’s
First New ) o
. Diversification
products materials
* Fibrecement: * Plastics » Concrete and

ceramic roof tiles

- Coverings * Expansion of
. commercial e Pladur®
- Pipes
network Plasterboard

Uralita started life at the beginning of the
twentieth century, when in 1907 it was one of
the first European companies to introduce a new
building material that was to revolutionise the
construction industry: fibre cement. The
versatility of fibre cement permitted the
development of a wide range of products:
Corrugated coverings, ornamental applications
and pipes.

The explosion of plastics in the late 1950s led to
the introduction of this material into construction
techniques. New versions of Uralita’s traditional
pipes and coverings were produced and
marketed throughout Spain using the Group’s
excellent sales network.

12

90’s 2003 - 2006 2007...
) o Clean-up and Profitable
Internationalisation o
optimisation growth

« Poliglas and e Entry of  Strategic Plan
Pfleiderer Nefinsa 2007-2009
Insulati Dec. 2002 .
(rr](s):t?clt(s);] (Dec ) e Uralita’s
P  Strategic Plan Centenary

2004-2006

In the seventies, Uralita began to turn itself into
a “group” of companies, capable of supplying
the construction market with whatever it needed
to complete a project.

In 1974 it began producing concrete tiles, a
business complemented since 1985 by ceramic
roof tiles and agreements with UK producer
REDLAND®, lately part of the Lafarge Group.

In 1977 the Group introduced Spain to a new
interior wall system that was already widespread
in the US: plasterboard. The Uralita Group,
through its PLADUR® brand, remains the
Iberian leader to this day. The seventies also saw
Uralita breaking into sectors that it has now



retreated from, such as paints, plastic
containers, sanitary ware and flat ceramic tiles.

In the late 1980s and into the 1990s, Uralita’s
major strategic move was internationalisation.
This process began with the industrial and
commercial presence of the Group’s flagship
products in Portugal and further increasing
exports of all ceramic materials (tiles, roof tiles).

In 1988, it acquired the insulation business,
Poliglas, through which it has invested heavily in
countries such as Germany, Hungary, France
and Italy.

In 2002, the Uralita Group acquired the
Insulation business of the German company
Pfleiderer AG. This purchase has given Uralita a
leading position in Russia, Poland, Hungary and
Slovenia, making it Europe’s third leading
insulator manufacturer while simultaneously
opening up a route for expansion into Eastern
Europe.

At the end of 2002, the Nefinsa group, owned
by the Serratosa family, acquired 45.7% of the
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company. The arrival of the new main
shareholder led to the launch of the Strategic
Plan for 2004-2006. The aim of this plan was to
identify businesses with better prospects in
terms of growth and profitability on which the
Uralita Group should focus. Four main
businesses were identified which today are the
Group’s backbone: Insulation, Gypsum, Roof
Tiles and Pipes. The other businesses not
included in these categories were disposed of
between 2003 and 2005.

In 2006, the Strategic Plan for 2004-2006 was
completed, successfully achieving the objectives
set: a simplified business portfolio, increased
profitability of strategic businesses and a healthy
balance sheet. This improved profitability for
shareholders and prompted the Group to focus
on four core platforms for growth. In October
2006, a new Strategic Plan for 2007-2009 was
presented. The plan’s main objective is the
achievement of profitable growth, both by
developing current businesses in terms of size
and profitability as well as by taking advantage of
profitable opportunities for inorganic growth.

2007 is the Uralita Group’s 100" year in
business and a milestone in its history. The
celebration of this anniversary has been focused
on three main initiatives: a communications plan
to strengthen Uralita’s position as an active pillar
of society, which will include a special logo
representative of its 100 year history; a series of
commemorative events for our employees and
clients, the foundation of our development; and
the move to our new corporate offices reflecting
the Group’s ambition to continue growing for
another 100 years.

13
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GENERAL GROUP DESCRIPTION

PRODUCTS

The main products and services manufactured
and marketed by the Group include:

' INSULATION
Products Brand Uses
Glass wool URSA® Thermal and acoustic
insulation
XPS URSA® Thermal insulation

' GYPSUM
Products Brand Uses
Plasterboard PLADUR® Drywalling
Powdered Gypsum ALGISS® Traditional or wet

walling

14




GENERAL GROUP DESCRIPTION ANNUAL REPORT 2006

’ ROOF TILES
Roof tiles and COBERT® Outside roof
special pieces coverings

' PIPES

Solutions for high-pressure

PVC pipes water supply systems, sanitary
Polyester pipes ADEQUA® and land drainage
Pieces networks.

Water drainage systems.

15
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MAIN
MARKETS

SALES BY GEOGRAPHICAL AREA

REST OF EASTERN EUROPE 9,2% REST OF THE WORLD 1,1%

RUSSIA 9,6%

SPAIN 47,9%

REST OF
WESTERN
EUROPE
8,0%

PORTUGAL 4,5% T

FRANCE 11,6%

GERMANY 8,1%

SALES BY BUSINESS SEGMENT*

NEW CONSTRUCTION SPAIN 31%

CIVIL ENGINEERING 14%

RENOVATION SPAIN 5%

!

RENOVATION EUROPE 19%  NEW CONSTRUCTION EUROPE 31%

* Uralita Estimate.




The bulk of Uralita’s construction materials
manufacturing and sales activity is in Europe
where it made approximately 99% of its sales in
2006. Since the eighties, when Uralita undertook
to geographically diversify its sales, the
company’s revenues from sales made outside of
Spain have increased drastically from €155
million in 1990 to €522 million in 2006.

The Group’s sales by segment also show a
balanced position. Some 62% of the sales were
made for new construction, of which
approximately half were for Spain. The Reforms
market received 24% of Uralita’s total sales, of
which 19% focused on the sale of insulation
products in Europe. Lastly, and through its Pipe
System business, civil engineering market sales
in Spain accounted for approximately 14% of
Uralita’s total sales.

GENERAL GROUP DESCRIPTION

Thanks to its international and product
diversification, Uralita displays a strong potential
for future growth based on the following key
sources:

« Increased penetration of existing solutions in
current markets.

« Geographical expansion of its current products
and services into new European markets via
new plants or company acquisitions in new
markets.

« Development of new construction solutions
within its areas of activity (for example, solar
panels in the Roof Tiles business).

« Adding new categories of construction
materials to its business portfolio for which the
Uralita Group management system is to be
used.

17
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ECONOMIC AND MARKET
CONDITIONS

LINES OF ACTION

FINANCIAL RESULTS
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Economic
and market
conditions

GENERAL ECONOMIC
CONDITIONS

In 2006, Spain’s economy outperformed the
euro zone again by over one percentage point.
The Spanish GDP expanded 3.8% compared to
3.5% in 2005, indicating a continued bullish
cycle. As in previous years, this was driven by
domestic demand on the back of low interest
rates coupled with an expansive lending strategy
on the part of banking entities.

In 2006, the consumer price index reached a
year-on-year rate of 2.7%, down from the figure
of 3.8% seen in 2005. It was uneven throughout
the year, however, as a result of oil price
fluctuations but remained above the European
average. These major price increases undermine
the competitiveness of Spanish products abroad
if not met with increased productivity levels, and
as such, can limit future growth.

The euro zone continued to pursue the process
of economic recovery began in 2005, although
at a slower rate during the second half of the
year. GDP for the area grew at a year-on-year
rate of 2.6%, showing an ongoing buoyant
economy driven by domestic demand and sound
export performance. Euro zone inflation
continued to reflect the impact of energy price
fluctuations, posting a year-on-year growth rate
in 2006 of 1.9%.

The Eastern European economies continued to
grew at sound rates overall. Of particular note is
the case of Russia, where GDP grew 6.6% in
2006, primarily explained by high natural gas
and oil prices, which inject considerable
resources into its economy.
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Spain’s housing market remained buoyant for yet
another year. In 2006, after some contraction in
the first quarter of the year, new housing starts
increased and closed the year at a new record
high. Data furnished by the Ministry of
Development showed an 18.4% increase in the
number of new construction permits and an
11.5% increase in the number of project
completion certificates compared to 2005. The
coming into force of the new Technical Building
Code in September 2006 may have been one
reason behind increased construction activity
since construction permits were being requested

in advance to avoid the rising costs for companies.

In Europe the construction market is expanding
in most countries. Of particular note is the
recovery seen in Germany, which despite the
moderate increase in construction activity in
2006, saw 253,000 building permits applied for,

up 11% from 2005. After two expansive years,
France’s construction market grew to a record
high in 2006, with the number of new housing
starts at 430,000, up 4.9% from the previous
year. A high percentage of insulation sales are
made in France and Germany and as such, the
strong performance of these markets had a
positive effect on the Group’s activity.

It is important to note the negative performance
of Portugal’s construction market, which
continued to fall (5.7% in 2006) although a
modest recovery is expected as of 2008.

Other important countries for Uralita, such as
Russia, and to a lesser extent Poland, registered
growth rates of 15.7% and 9.9%, respectively, in
2006, which, coupled with a lack of capacity on
the part of some competitors, enabled the Group
to significantly increase sales in these areas.

21
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Population (mill.) 44.7
GDP (% annual chg.) 3.8
CPI1 (% annual chg.) 2.7
Housing activity (thousands) 863.8%
NEW
Building (% annual chg.) 6.1
Residential (% annual chg.) 7.6
Non-residential (% annual chg.) 2.4
Civil engineering (% annual chg.) 7.3
RENOVATION
Building (% annual chg.) 4.0
Residential (% annual chg.) 5.0
Non-residential (% annual chg.) 2.2
Civil engineering (% annual chg.) 4.5
TOTAL CONSTRUCTION
(% annual chg.) 5.8

60.5 143.9 82.7 10.5 38.5
2.2 6.6 2.5 1.2 5.2
1.7 9.8 1.4 2.5 1.4

430.0@ 604.79 235.0¢ 69.0 @ 125.0@
6.8 17.3 2.8 -8.7 8.2
7.8 9.5 2.8 -8.0 7.2
5.2 7.8 2.9 -10.0 8.7
5.9 12.5® -0.1 -5.0 24.6
2.1 11.6 1.0 -0.1 2.3
25 4.0 11 0.5 0.0
15 7.6 0.7 -2.5 4.0
3.0 12.5® 1.4 0.0 7.0
4.5 15.7 1.6 -5.7 9.9

Source: Ministry of Development, INE, Eurostat, Euroconstruct, CIA, Rosstat, AMR, PMR

(1) New construction permits.

(2) New housing.

(3) Finished housing.

(4) Building construction permits.
(5) Total civil engineering chg.

The price of raw materials remained bullish
throughout 2006, although increases were more
moderate than in previous years. Nevertheless,
the impact of energy price increases in 2005
drove gas supply costs up 66.6% and 23.4% for
electricity supply costs'.

The prices of other raw materials important to
the Group’s industrial process, such as gas-oil or
polystyrene, increased 6.4% and 6.2%
respectively, compared to 2005.

1The supply of these types of raw materials tends to be
linked to a long-term contract with price revisions on a
6-month or yearly basis.

22

The strong rise in demand for construction
materials and the supply/demand imbalance for
some products meant that these cost increases
could be passed onto customers and ensured
margins were maintained or even grew with
respect to previous years.



In 2006, various initiatives were implemented to
continue to improve efficiency and ensure
profitability going forward. In addition, a
significant portion of income from actions aimed
at improvement implemented throughout 2005
was secured: simplifying the business portfolio,
shutting down factories, reducing overhead
costs, etc.

Although a more detailed description of the
various initiatives is provided in the Management
Report for each business, the main actions
undertaken in 2006 are summarized as follows:

In 2006, the Group undertook to optimise the
commercial management of all its businesses in
order to maximise sales and focus management
on market segments with the highest growth and
profitability. URSA®’s commercial management
was improved in a context of strong demand in
order to attract the highest number of sales
possible. In Pladur® and Algiss®, the model for
accessing certain markets (e.g. renovation) that
the Group expects to show high growth rates
going forward was reviewed. In Cobert®,
channels that sell products with greater added-

THE URALITA GROUP IN 2006

k4

4

value, which allowed a more efficient model for
accessing the market to be set up, were
identified. As regards pipes, the Group made a
commitment to the creation of a new identity
under the Adequa® brand to be used as an
unique tool to transmit customers about the
advantages of our products.

Overhead cost rationalisation and industrial cost
optimisation are both lines that the Uralita
Group has continued to pursue through 2006.
In this sense, the high utilisation rates at the
URSA® plants have allowed the Group to
reduce unitary manufacturing costs while
maintaining a firm grip on fixed manufacturing
costs. Pladur® and Algiss® continued to roll out
plans to increase the efficiency of the factories
as well as logistics costs. Cobert® reduced its
overhead costs, primarily in Portugal and
Adequa® optimised its industrial costs after
becoming more specialised and increasing the
utilisation rate at its plants.

23
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THE URALITA GROUP IN 2006

Uralita’s new

organisational model

prepares the company
for growth

- IMPLEMENTING THE NEW ORGANISATION:

The implementation of the organisational model
was another pivotal action undertaken by the
Uralita Group in 2006. It simplified the corporate
structure of the Group, adapting it to a simpler
business model. Furthermore, in the first half of
the year, URSA offices were moved to Madrid
with a view to fully integrating its management
headquarters into the Uralita Group and leverage
the advantages and synergies that come with
belonging to a construction materials group.
Lastly, throughout the year, the integration of the
management headquarters of Uralita Iberia,
which includes the Iberian plasterboard,
powdered gypsum, roof tiles and pipes
businesses, continued. The main objective is to
identify all commercial, industrial and structural
synergies that exist across these businesses.

The new organisational model, now fully
executed, will allow the Group to undertake
future growth initiatives with a highly trained,
motivated organisation and with a strong
results-driven culture.

LAYING THE GROUNDWORK
FOR GROWTH

In October 2006, the new Strategic Plan for
2007-2009 was published. This has one main
objective: profitable growth. This objective was
the reason behind numerous measures
implemented in 2006, among which we highlight
the following: approval of capacity increases at
URSA® in response to expected levels of market
growth; the commencement of construction on a
Pladur® plant in Gelsa (Zaragoza); launch of
new complementary businesses in Cobert® (for
example, solar panels); capacity increases for
products with greater added-value at Adequa
(such as 1,200 mm corrugated pipes).




Seven core values define the Uralita Group
culture and form the cornerstone of our business
and personal growth:

The Group worked on the practical introduction
of these values in 2006, several examples of
which include the following:

Moving the central offices
of our Insulation business from Frankfurt to
Madrid provided an opportunity for collaboration
between all the Group’s business to be increased
and synergies, such as opportunities for shared
marketing, overhead savings, etc, to be
identified. All such improvements will ensure the
competitiveness of all the Group’s businesses
going forward.

By presenting its Strategic
Plan for 2007-2009 to the financial community,
we were able to share with the market Uralita’s
objectives for the coming years, as well as our
market outlook going forward. In addition, the
Group’s website was updated in 2006 with a
new design that facilitates the search for
corporate and business information.

Reviewing the
commercial models for Pladur® and Cobert®,
businesses with a long, successful sales history,
will allow Uralita to take advantage of their firm
foothold in the Spanish market, developing new
sales channels with better growth prospects
going forward.

The
construction of a new plasterboard factory in
Zaragoza, the setting into motion of an ancillary
facility for profiles, pulps and material recycling
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at the Pladur® factory in Valdemoro and
projected capacity increases at several insulation
facilities in Central Europe were key decisions
made throughout the year that allow the Group
to continue growing in the construction materials
business.

The
net attributable income of €47.3 million reported
was the highest in the history of Uralita. These
excellent results stem from the Group’s
continued efforts aimed at improving its business
operations and our aim to become standard-
bearers for profitability in our business areas.
The Group announced an objective for 2007 to
reach a new profit record of €54 million, thereby
showing its clear ambition to improve
continuously.

The Domus
Programme was also followed in 2006, targeting
factory management and the objective of which
is to ensure the implementation of the HR
model. “The Supervisor as a people manager.”
The programme provides the management tools
and aptitudes that will help improve job
performance and will allow the personal and
professional objectives of each collaborator at
Uralita to be achieved.

The Fundacion Tierra de
Hombres “Viaje a la Vida” (Voyage of Life)
project in which Uralita Group participates,
together with the other Nefinsa Group
companies, provides travel for children from
countries in which healthcare facilities are non-
existent or very substandard to Spain, where
they will receive necessary medical attention. In
2006, sufficient funds were raised for the
surgery of two children.
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Financial
results

Uralita’s key financial highlights in 2006 were as
follows:

’ FIGURES FOR THE CONSOLIDATED GROUP  (in millons of euros)

Chg.
2006 2005 2006/2005
Sales 1,005.2 1,104.6 -9.0%
(+11.4% Ifl)
EBITDA 178.2 150.5 +18.4%
(+39.6% Ifl)
EBITDA margin 17.7% 13.6% +4.1pp
(+3.6 Ifl)
Net Profit 70.6 53.6 +31.7%
Net profit margin 7.0% 4.9% +2.1pp
Net income attributable to
the controlling company 47.3 35.2 +34.4%

Net debt 104.1 140.1 -25.7%
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In 2006, Uralita achieved record figures in
building materials, with sales totalling €1,005.2
million, 52% of which represented sales outside
of Spain. This is the first time foreign sales
exceeded domestic sales. Stripping out the
disposals of non-core businesses, sales
increased by 11.4% compared to 2005.

EBITDA in 2006 amounted to €178.2 million,
an 18.4% increase on 2005 despite the Group's
smaller size. Ex-disposals, EBITDA increased by
39.6%.

The consolidated EBITDA margin for the year
was 17.7%, 4.1pp higher than 2005. This
increase came on the back of wider margins in
core businesses (+3.6pp) and the Group’s
withdrawal from non-core and generally less
profitable businesses (+0.5pp).

The net result was €70.6 million, a 31.7% gain
despite the smaller business scope. The net
profit margin increased significantly from 2005,
to 7.0%, placing the Group at benchmark
profitability levels within its industry.

Net income attributable to the controlling
company amounted to €47.3 million,
constituting a gain of 34.4% and a new record in
the history of Uralita.

Finally, the Group cut Net Financial Debt by
€36 million in the year, to €104.1 million.
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R
URSa

Grupo Uralita

Uralita Group’s Insulation Business (URSA®)
manufactures and sells insulation solutions,
principally to the construction industry. URSA®
[ manufactures two kinds of materials: glass wool
and XPS (extruded polystyrene). It also makes
M/} || | f - technical glass wool products for use in pipe
]J ‘II fl — insulation. It operates in Europe and the CIS
(Commonwealth of Independent States).
il

GENERAL OVERVIEW
OF THE MARKET

The insulation materials market in Europe grew
to approximately €6.6 billion in 2005* and is
divided into three major segments, grouped by
origin of the raw material:

< Mineral Wool: made primarily from glass wool
and stone wool insulation materials, accounted
for approximately 66% of the total market
measured by volume.

t Source: Freedonia.
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* Foam insulation materials: the most common
materials in this market include expanded
polystyrene (EPS), extruded polystyrene (XPS),
and polyurethane/polyisocyanurate (PUR/PIR).
The market share of foam insulation materials
in Europe stood at 33% in 2005.

« Other minor materials: 1% market share in
2005.

USES FOR THE PRODUCT

Insulation materials are used in both the
infrastructure and construction markets.

Mineral wools are used as insulation materials
for roofing, interior partition solutions and facing
work due to their superior acoustic and thermal
insulation qualities.

Foam insulation materials are used for outside
walls, groundwork and coverings, and offer
better insulation against humidity.

COMPETITION

The industrial manufacturing process for
insulation materials varies widely from one
segment to another and determines the
differentiating factors for each business. The
mineral wool industry can be considered a fixed-
cost business and therefore plant utilisation is a
key factor in determining profitability. This
industry also has high technological entry
barriers and large investment volumes. In
contrast, foam insulation is a variable-cost
industry, where the price of plastic raw materials
influences product margins. Furthermore, foam
insulation solutions are not deemed to have high
entry barriers although this varies depending on
the technical demands required for the products
in each country.

Supply of insulation materials on the market is
determined by the nature of each industry: while
the four main producers in the mineral wool
business in Europe hold a major market share,
the foam insulation segment is largely
fragmented.
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DEMAND

Demand for insulation materials is closely tied to
the performance of both the new construction
and reform segments in the construction sector,
although cultural and climatic factors determine
the rate of penetration in each country. In
general, areas with higher per capita insulation
material consumption rates are economically
developed have a colder climate and the
environment care carries more weight, for
instance, Central Europe. On the other hand,
areas that have milder climates and/or are less
economically developed have lower per capita
consumption rates.

Going forward, increased energy efficiency
driven by a need to reduce CO, emissions and
the greenhouse effect is the best guarantee for
success in the insulation industry. Insulation
materials are the most efficient alternative for
reducing household energy consumption, which
in Europe accounts for 40% of all energy
consumed. More specifically, both the increased
activity in construction markets envisioned for
Central and Eastern Europe, as well as the
enactment of new legislation in southern
European countries mandating proper residential
insulation allows us to look optimistically on the
insulation materials market.

CUSTOMER PROFILE

The profile of the insulation manufacturer
customer varies greatly depending on how widely
developed the distribution of construction
materials is in a particular country. In countries
where distribution is widely implemented, there
is generally a widespread consolidation of the
main distribution groups that tend to include
insulation specialist distributors, general
distributors of construction materials and DIY
(Do It Yourself) stores (e.g., France.) Distribution
in less developed countries tends to be more
segmented and multi-tiered where the role of a
“dealer” or second-level intermediary is more
prominent. Except in very specific cases (e.g.
United Kingdom), direct insulation sales to
installers (larger installers) are fairly uncommon.






