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Report of the Directorson the Group’s performance
for the half-year ended 30 June 2006

Introduction

The Bulgari Group has prepared its consolidated half-year report a 30 June 2006 in accordance with
International Accounting Standard 34 Interim Financial Reporting (IAS 34).

The consolidated financial statements at 30 June 2006 have been prepared in accordance with International
Financia Reporting Standards (IAS/IFRS). Comparative figures are provided at 31 December 2005 and 30
June 2005, adjusted and reclassified to conform to those Standards.

Performance of the Group

There was a significant increase in the net sales of the Bulgari Group in the first half of 2006, which rose by
15.1% at current exchange rates and by 15.0% at comparable exchange rates, confirming both the success of
the brand and the design of its products.

In profitability terms, the impressive rise in volumes enabled operating profit and net income to increase at a
higher rate than sales, despite the significant investments being made by the Group to take advantage of the
additional opportunities that will be arising in the coming period.

MAJOR ECONOMIC INDICATORS

Consolidated net revenues for the first six months of 2006 reached 447.8 million euros compared to 389.2
million euros in the same period of the previous year. The effect of the change in the scope of consolidation on
sales was insignificant, being less than 0.1%.

(millions of euros)

NET SALES CONTRIBUTION MARGIN OPERATING PROFIT NET INCOME

447.8 52.7 44.4
389.2 286.5
353.3 250.6 418 240
2225 38.5
28.9

2004 2005 2006 2004 2005 2006 2004 2005 2006 2004 2005 2006

Contribution margin in the half-year rose from 250.6 to 286.5 million euros (up 14.3%), representing 64.0% of
net sales compared to 64.4% in the first half of 2005, despite the extremely negative effect of gold prices
throughout the whole of the period and the weakness of the yen, a currency that plays an especially important
role in the luxury goods market. In the meantime the steps being taken to achieve production efficiencies are
continuing according to plan, assisted by the accomplishment of greater vertical integration in strategic sectors,
which will lead to improvements in the Group’s product margins.

In order to sustain this trend in the growth of both sales and contribution margin in the coming months,
operating costs in the half-year, excluding advertising and promotion expenses, increased from 156.8 to 180.5
million euros, arise of 15.1%.

The important steps being taken to support the BVLGARI brand continue, with advertising and promotion
costs being incurred amounting in total to 53.2 million euros, only slightly down, by 3.7%, on those incurred in



the first half of 2005 when there was arise of 28.7% over the same period in 2004. These expenses represented
11.9% of net revenues for the first half of 2006 compared to 14.2% in the first six months of 2005.

The Group achieved an operating profit of 52.7 million euros, an increase of 36.9% over the 38.5 million euros

in the first half of 2005, representing 11.8% of net sales in the first half of 2006 and 9.9% in the first half of

2005.

Net income amounted to 44.4 million euros, a remarkable rise of 53.3% over the net income of 28.9 million
euros earned in the first half of 2005; this result benefited in part from the gains made by the Group from

hedging the risk of fluctuationsin the price of gold and in exchange rates.

These figures confirm yet again the strength of the BVLGARI brand and follow the excellent results achieved
in previous years. The Group’s aim over the coming months is continue with its steps to increase sales and to

improve its results over those of 2005.

INCOME STATEMENT

Millions of euros

NET REVENUES

CONTRIBUTION MARGIN NET

Variable sdlling expenses

Personne costs

Other income and expense

Advertising and promotion expenses
Depreciation, amortisation and imparment
TOTAL OPERATING EXPENSES

OPERATING PROFIT

Other non-operating income (expense)

INCOME BEFORE TAXATION AND MINORITY INTERESTS
Current and deferred taxation

INCOME BEFORE MINORITY INTERESTS

Income attributable to minority interests

NET INCOME ATTRIBUTABLE TO THE GROUP

M ACROECONOMIC SCENARIO

TOTAL GROUP

| 1stHALF 2006 | | 1stHALF2005 | |  DIFF %DIFF |
| a78 | [ 32 | [ 586 51% |
[ 2865 | [ 206 | [ 359 143% |
64.0% 64.4%
184 152 32 21.3%
781 700 81 11.6%
66.3 554 109 19.6%
532 55.3 1) -3.7%
17.8 163 15 9.3%
\ 238 | | 221 | | a7 0.2% |
\ 52.7 | | 385 | [ 142 3695% |
11.8% 9.9%
13 (39 51 -1355%
\ 51 | | 47 | [ 193 55.7% |
96) (52 (44 83.5%
\ 445 | | 295 | [ 150 507% |
9.9% 7.6%
0.1 (06) 05 T7.3%
\ Y 289 | [ 154 533% |

9.9%

7.4%

In order to arrive at a better understanding of the results achieved by the Bulgari Group to date and its

prospects over the coming months, it is worthwhile analysing the international macroeconomic scenario, even

though this is presented in a somewhat summarised manner; an analysis of this can also play an important role

for

the Group in reaching its objectives.

The United States economy continues to grow but at a rate that in 2006 has begun to slow down over previous

quarters. In particular retail sales and consumer credit have fallen, while at the same time manufacturing

activities continue to race along. Prices, too, are rising sowly, athough still remain under pressure. In this

overall scenario the Federal Reserve, the U.S. central bank, interrupted the series of 17 consecutive increasesin
the cost of borrowing which it had made over a period of slightly less than two years starting in June 2004.



Despite this, the Fed has announced that it is prepared to pursue its strategy of gradually increasing interest
rates, which today have reached 5.25%, if inflationary pressure continues in the future.

The situation in the European Union is different, however, where signals of economic growth are already being
observed. The good performance being achieved by Germany is having a positive effect on the way in which
the entire European economy is progressing, and the growth of 0.9% recorded by the European Union in the
second quarter of 2006 even outstripped that of 0.6% achieved by the United States, the first time that this has
happened since 2001. France and Italy, too, have recently published positive figures and growth in our country
for the whole year is currently estimated at 1.6% according to the latest forecasts. The decision taken by the
European Central Bank at the beginning of August to increase interest rates by a further quarter of a point to
3%, the fourth rise in nine months, becomes clear in the light of these figures. The markets expect that an
additional increase of half apoint islikely by the end of the year.

Following a stage at the beginning of the year when the dollar began to strengthen against the euro, the United
States currency began to weaken and the single currency again broke through the psychological barrier of 1.24-
1.25 dollars in May, swiftly rising to around 1.28-1.29. According to leading analysts the euro is unlikely to
weaken in the short term, even against other currencies. In particular, the average yen/euro rate was 142.17 in
the first half of 2006 compared to an average of 136.24 in the first half of 2005, although the rate rose to
150.56 in August of thisyear.

Gold prices reached levels in the first six months of 2006 that recalled the euphoric atmosphere during the
magical three year period between 1979 and 1981, when the price even briefly exceeded US $ 850 per ounce.
After reaching a peak of US $ 725 per ounce in mid-May, it closed the half-year at US $ 613.5 per ounce (the
average for the half-year was US $ 590 per ounce up by 38.2% over the average of US $ 427 per ounce for the
first half of 2005). The average quotation for gold in the first of 2006 was 479 euros per ounce in terms of the
single European currency, representing an increase of 43.9% over the figure of 333 euros per ounce for the first
half of 2005.

REVENUE ANALYSIS

The excellent sales results for the first half-year have been achieved as the result of Bulgari’s creativity, which
came to the fore particularly in this first part of the year in the jewellery and watches sectors by creating
original reinterpretations of those themes and motives that established the brand’s history. A freshness of
products that has encountered a huge success with customers throughout the world, in this way consolidating
the authoritativeness of the brand and its approach to design.

REVENUES BY PRODUCT TYPE

There have been significant increases in sales at comparable exchange rates in the first half of 2006 in all the
Group’s product lines.

In jewellery, Bulgari’s main product category, growth reached 10% (both at current and comparable exchange
rates), despite a rise of 8% in sales (7% at current exchange rates) in the first half of 2005, confirming the
success of the design of the lines launched over the past few years with customers. Originality was not lacking
in the first half of the year with the presentation of the new linein jewellery called Parentesi, which represents
the revival of one of the Group’s historical collections. In addition, as is by now tradition, the new products
enriched the range of those lines that have had the greatest success, such as the feminine Sapphire flower and
the sensua Lucea, embellished with pearlsin order to offer an ample and elegant selection that is able to satisfy
various tastes, confirming at the same time the unique treasure that is to be found in Bulgari’s contemporary
style.

Sales of watches rose by 18% (both at current and comparable exchange rates), confirming the enormous
market success aready apparent in the final quarter of 2005. The credit for this result is due for a good part to
the excellent figures for the sales of the Assioma model, introduced onto the market in September 2005, and to
the incredible success of the new Bulgari-Bulgari model, presented at the Basel fair.

The extraordinary triumph of accessories continues, with sales for the quarter which grew by 32% (31% at
current exchange rates), with a meritworthy result being achieved both in sales made through the distribution
channels and through owned shops; for the past few months we have shops exclusively dedicated to
accessories. There are also numerous new offerings in this product line, ranging from a new line of handbags,
such as Condotti and Twist, through to small leather goods and glasses.



The WA (Jewels-Watches-Accessories) Division grew overal by 15% (both at current and comparable
exchange rates).

Sales of the Perfume Division aso achieved impressive growth, rising by 12% over the first half of 2005, with
an immaterial foreign exchange effect. This result was obtained as the result of an increase of 25% (24% at
current exchange rates) in the second quarter of the year. The first quarter ended with a dight fall in sales
(down 2% at comparable exchange rates) as it had to contend with a quarter in 2005 that was in a strong
position following the launch of Aqua. Following the introduction of Eau Parfumé au Thé Rouge onto the
market during the first half of the year, a further increase in sales is expected from the launch of pour Femme,
pour Homme and pour Homme Extréme that is planned for September. To celebrate this exclusive relaunch,
Bulgari will complete the classic collection with two new fragrances for women, Voile de Jasmin and Rose
Essentielle, and a new fragrance for men, pour Homme Soir.

The business of the Milan hotel continues with increasing success following its inauguration in May 2004; this
hotel, the first of its kind bearing the BVLGARI brand, is run in partnership with the Marriott group through
Bulgari Hotels and Resorts Milano Sr.l... This company is consolidated using the proportionate method and
made a contribution of 5.5 million euro to consolidated turnover in the first half of the year, representing
growth of 17.7%. We recall that the “Bulgari Hotels & Resorts” project envisages the opening of a limited
number of de-luxe hotels inspired by the BVLGARI philosophy and the distinctive BVLGARI style; the next
hotel included in this project will be opened in Bali in the second half of the year.

Table 2 below sets out revenues by product type for the first half of 2006, the proportion of each type as a
percentage of total revenues and the increase at current and comparable exchange rates over the same period of
the previous year and over 2005.

TABLE 2
BULGARI GROUP
REVENUES BY TY PE OF PRODUCT

Product line First half 2006 First half 2005 Total 2005
A % vsPY A % vsPY A % vsPY
(Millions of euros) |Absolute| % curr. |comp.| Absolute 0 | CUrT. \comp. Absolute 0 | CUrr. |comp.
value exch. |exch.| vaue exch. | exch. | value exch. | exch.
rates | rates rates | rates rates | rates
Jewellery 1796 | 40% | +10 | +10 | 1635 | 42% | +7 | +8 368.2 | 40% | +7 | +8
\Watches 1281 | 29% | +18 | +18 | 108.2 | 28% | -1 +0 2679 | 29% | +4 | +4
Accessories 475 | 11% | +31 | +32 362 | 9% | +34 | +35 769 | 8% | +24 | +24
Other 36 | 0% +16 - 30| 1% | +12 - 71| 1% | +17 -
JWA Division 358.8| 80% +15 +15 310.9| 80% | +6 +8 720.1| 78% | +8 +8
Perfume Division 78.8| 18% | +12 | +12 70.5| 18% | +22 | +22 182.6| 20% | +18 | +18
Hotel Division 55 1% +18 - 47| 1% |+733| - 96| 1% |+141| -
Royalties and other 47| 1% +50 - 31 1% | +7 - 6.2 1% | +2 -
TOT. NET
REVENUES 4478 |100% | +15 +15 389.2 | 100% | +10 | +11 918.5 | 100% | +10 | +11

Operating profitability by sector is reported in the notes.

REVENUES BY GEOGRAPHICAL AREA




The additional impressive rise in salesin Japan (up 31% in the half year; up 27% at current exchange rates) has
been an element of great satisfaction for the Group; our growth in this market, especially important for our
sector, has aso been achieved by placing more attention on the company’s third party distribution policy in
other areas of the world. The performance in the Middle East/Other was excellent, with sales up by 21%, as
was that in the Rest of Europe, with a rise of the same amount in the half year. There was aso a positive
performance in the United States (up 11% at comparable exchange rates; up 14% at current exchange rates).
There were excellent results for the sales from owned shops in Italy, which rose by 7%, one of the contributing
factors being the pick-up in the tourist trade. Finally in the Far East, despite the weakness of certain local
markets and the completion of steps being taken by the company in connection with its third party distribution
network, the second quarter provided signals of a significant improvement (up 8%, compared to a fal of 25%
in thefirst quarter), and the half-year ended with afall in sales of 8% (6% at current exchange rates).

Table 3 below sets out revenues by geographical areafor the first half of 2006 per area, determined on the basis
of outlet market, their amount as a percentage of total revenues and the change at current and comparable
exchange rates over the same period of the previous year and over 2005.

TABLE 3
BULGARI GROUP
REVENUES BY GEOGRAPHICAL AREA

Geographical area First half 2006 First half 2005 Total 2005
A % vsPY A % vsPY A % vsPY
(Millionsof euros) |Absolute| 06 | CUT- |comp.| AbSOIUtE o | curr. jcomp. |y el of | CUIT. |cOMP.
value exch. |exch.| value exch. | exch. value exch. | exch.
rates | rates rates | rates rates | rates
Italy 55.4| 12% +7 - 51.6| 13% | +15 - 129.9| 14% | +15 -
Rest of Europe 108.6| 24% +21 - 89.5| 23% | +6 - 218.6| 24% | +15 -
America 69.8| 16% +14 +11 61.3| 16% | +24 | +29 138.2| 15% | +13 | +12
Japan 123.7) 28% +27 +31 97.7| 25% | +16 | +18 238.9| 26% | +16 | +17
Far East 62.8| 14% -6 -8 66.4| 17% | +5 +5 139.6| 15% | -5 -7
Middle East 20.7 5% +34 - 155| 4% -16 - 37.1 4% +1 -
Other 6.8] 1% -5 - 72| 2% -16 - 16.2| 2% -3 -
TOT. NET
REVENUES 4478 |100% | +15 +15 389.2 | 100% | +10 | +11 9185 | 100% | +10 | +11

FINANCIAL AND BALANCE SHEET SITUATIONS OF THE GROUP

Net financial debt at 30 June 2006 of 115.5 million euros should be compared with the figure of 49.9 million
euros at 31 December 2005 and 128.4 million euros at 30 June 2005.

The increase in debt over the six months compared to 31 December 2005 is due to the normal increase in stocks,
in particular those of new products, in view of expected sales in the second half of the year, the period in which




sales have always reached their highest levels historically. There was an decrease of 12.9 million euros, or 10%,
in net debt compared to that at 30 June 2005, despite the distribution in May of dividends of 74.5 million euros.
Shareholders’ equity at 30 June 2006, inclusive of minority interests, amounted to 655.9 million euros (648.1
million euros excluding minority interests), compared to 686.2 million euros at 31 December 2005 and 592.4
million euros at 30 June 2005.

The gearing ratio, being the ratio between net debt and shareholders’ equity inclusive of minority interests, was
17.6% at the end of the half-year.

The reclassified balance sheet of the Group is set out below.

‘ RECLASSIFIED CONSOLIDATED BALANCE SHEET

| TOTAL GROUP ]

(Million of euros) 30 Jun 06 31 Dec 05
Trade receivables, net 142.5 169.0
Other receivables 53.0 49.8
Inventory 550.1 505.1
Trade payables (152.2) (168.2)
Other payables (48.8) (42.1)
Total working capital, net 544.7 513.5
Tangible and intangible fixed assets, net 193.0 188.7
Financial investments 42.2 34.8
Other long-term assets (liabilities) (8.9) (0.9
NET INVESTED CAPITAL 7714 736.2
Shareholders' equity 655.9 686.2
Short-term indebtedness 67.1 23.2
Long-term indebtedness 484 26.7
Total indebtedness 1155 49.9
COVER 7714 736.2

The composition of short- and long-term debt, including references to the line items of the interim balance
shest, is presented in note 24 “Net financial position”.

INVESTMENTS

Investments of 19.6 million euros were made in tangible fixed assets in the first half of 2006 regarding work
carried out, and in part also still being carried out, in connection with the opening or refurbishment of stores,



and regarding the purchase of window displays to be used by third party distributors to present BVLGARI
products.

Other investments are in progress at 30 June 2006 for the refurbishment of stores such as that in Fifth Avenue
in New York.

The balance additionally includes investments in computer hardware, made principally by the Parent Company,
and in production plant, made by Crova S.p.A., Bulgari Time (Switzerland) S.A. and Daniel Roth et Gérald
Genta Haute Horologerie SA..

Investments in intangible assets amounting to 6.0 million euros principally regard costs incurred for the
purchase of licences for the applications software used to manage the Group’s various activities. These
investments have been made mainly by the Parent Company Bulgari S.p.A. and certain production companies.
In addition, there has also been a series of smaller investments in the development of new fragrances for release
onto the market and in skin tests relating to perfumes.

RELATED PARTY TRANSACTIONS

Bulgari S.p.A., which has its registered office at via Lungotevere Marzio 11, Rome, is the Parent Company of
the Group and has share capital of Euro 20.9 million.

Bulgari S.p.A. isthe owner of the BVLGARI trade mark and its main activities are as follows:

purchasing equity stakes and granting loans to Group companies;

commercial exploitation of the BVLGARI name and trademark;

the technical, financial and administrative coordination of the companies in which investments are held;
the invention, design and creation of articles of jewellery, gold jewellery, watches, perfumes, silk and
leather accessories and porcelain, silver and crystal items.

Bulgari S.p.A. carries out commercial transactions governed by specific agreements relating to the concession
of the BVLGARI trademark with the various subsidiaries which produce and distribute BVLGARI brand
products.

The Parent Company also carries out commercial transactions, similarly governed by specific agreements
between the parties, for the provision of services to certain of its subsidiaries of a technical, legal, fiscal,
administrative, commercial, financia and IT nature.

In addition, the Parent Company performs activities of a financial nature for Group companies regarding the
centralised treasury function, which are remunerated at market rates.

Transactions between Bulgari S.p.A. and other Group companies of a financial and commercial nature, which
have been eliminated in the preparation of the consolidated financial statements, are disclosed in detail the
notes.

There are no transactions with related parties as defined in Consob Communication no.2064231 of 30
September 2002 in addition to those described above.



RECONCILIATION BETWEEN THE PARENT COMPANY’S EQUITY AND NET INCOME FOR THE PERIOD AND CONSOLIDATED
EQUITY AND NET INCOME

Changesin
Equity at equity excl.  Netincome Equity at
31/12//2005  net income (loss) 30/06/2006
Asper Parent Company’s separ ate financial
statements 233,520 (67,290) 17,917 184,148
Effect of consolidating equity investments:
- difference between carrying amount and
share of equity 611,439 (10,305) 30,373 631,506
Elimination of intercompany profit in
inventory (184,028) 3,772 (3,806) (184,062)
Tax effect 16,715 (132) (121) 16,462
Asper consolidated financial statements-
attributable to the Group 677,646 (73,955) 44,363 648,054
Minority interests 8,587 (836) 133 7,884
Asper consolidated financial statements -
total 686,233 (74,791) 44,496 655,938

SIGNIFICANT EVENTSAT A GROUP LEVEL FOR THE FIRST HALF OF 2006

On 6 January 2006, Bulgari Commercia (Shanghai) Ltd. was established under Chinese law; the company is
wholly owned by Bulgari S.p.A., has its registered office in Beijing and has subscribed capital of CNY
57,637,111 (US$ 5,000,000).

This company will manage any future investments made by the Group in China, taking advantage of the
certainly interesting opportunities offered by this market.

On 29 March 2006, as part of its winding up process, Bulgari Asia Ltd. refunded its residual share capital to its
100% owner Bulgari International Corporation N.V ..

On 12 May 2006, Bulgari S.p.A. acquired 50% of Opera SGR S.p.A., a company having its registered office
in Milan and having fully paid up share capital of euro 1,100,000. This investment is consolidated using the
proportionate method. A price of euro 550,000 was paid for net assets having a market value of the same
amount.

This company will carry out the collective management of savings through the promotion, establishment and
organisation of closed-end mutual funds, as well as provide consultancy regarding investments made in Italy
by third parties operating in the private equity sector.

On 8 June 2006, the company Bulgari Holdings (Thailand) Ltd. was established. This company, which hasits
registered office in Bangkok and which has fully subscribed and paid up share capital of Bath 100,000, is
held as to 49% by Bulgari International Corporation BV. As the consequence of the fact that this company
holds 100% of the ordinary shares having voting rights and amost the whole of the new company’s dividend
rights, it is considered wholly owned for consolidation purposes.

This new company holds an investment in Bulgari (Thailand) Ltd. which was also established on 8 June 2006.
This latter company, which has its registered office in Bangkok and which has fully subscribed and paid up
share capital of Bath 4,000,000, will run exclusive brand Bulgari shops and is held as to 99.5% by Bulgari
International Corporation (BIC) N.V. (of which 35% directly and 64.5% through Bulgari Holdings (Thailand)
Ltd).



EVENTS SUBSEQUENT TO 30 JUNE 2006

Bulgari (Austria) GmbH was established and registered on 15 July 2006. The company is wholly owned by
Bulgari International Corporation N.V. and has an authorised share capital of euro 35,000, of which euro
17,500 is subscribed and paid in. The company will run the exclusive brand Bulgari shop in Vienna as well as
any future shopsin Austria.

On 21 July 2006, the process to wind up Bulgari Asia Ltd. was finalised. The company was entirely owned by
Bulgari International Corporation N.V..

FORECAST FOR 2006

The second half of 2006 is expected to be distinguished by a continuing recovery in Europe and, alongside this,
by the pick-up in the demand for luxury goods, although any forecast of this nature must always be expressed
with the element of caution dictated by what has become a constant risk of economic and geo-political
instability.

These forecasts, taken together with the steps that the Group is taking to launch additional new products,
vindicate the Bulgari Group’s positive expectations to reach the end of this year with a rise in both sales and
results over 2005.
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Consolidated | ncome Statement for the six months ended 30 June 2006

Note 30 June 2006 30June2005 Change %

€/000

- Gross sales 476,666 416,640

- Allowances an discounts (37,098) (33,689)

Net sales 439,568 382,951

Royalties 5,664 4,190

Other revenues 2,542 2,042

Total net revenues 447,774 389,183 15.1%

Cost of sales (161,294) (138,561) 16.4%

Total contribution margin 286,480 250,622 14.3%
64.0% 64.4%

Net operating expenses 3 (233,756) (212,094) 10.2%

Operating profit 52,724 38,528 36.9%
11.8% 9.9%

- Interest income 1,085 871

- Interest expense (4,634) (3,001)

- Other financial income (expense) (721) (690)

- Foreign exchange gains (losses) 5,617 (970)

Total financial income (expense) 4 1,347 (3,790) -135.5%

Income befor e taxation 54,071 34,738 55.7%

Current and deferred taxation 5 (9,575) (5,218) 83.5%

Net income of the period 44 496 29,520 50.7%

of which:

Income attributable to minority interests 133 586 -77.3%

Net income of the period attributableto the Group 44,363 28,934 53.3%
9.9% 7.4%

Earning per share(in euros) 0.15 0.10

Number of shares on which the calculation is based 297,890,174 296,862,087

Diluted earning per share(in euros) 0.15 0.10

Number of shares on which the calculation is based 302,550,399 300,998,170

12



Consolidated Balance Sheet at 30 June 2006

ASSETS

Note 30 June 2006 31 December 2005

€/000
Tangible fixed assets 6 101,771 98,066
- Goodwill 7 41,405 42,612
- Other intangible assets 8 49,812 47,991
Intangible assets 91,217 90,603
- Investments in other companies 19,314 19,314
- Other non-current financial assets 9 22,869 15,524
Financial investments 42,183 34,838
Total non-current assets 235,171 223,507
Deferred tax assets 10 22,902 26,627
Other non-current assets 13 12,165 17,660
Non-current financial receivables 9 1,184 1,098
NON-CURRENT ASSETS 271,422 268,892
NON-CURRENT ASSETSHELD FOR SALE - -
- Raw materials 53,523 39,341
- Work in progresss and semi-finished goods 139,260 121,543
- Finished goods and packaging 357,339 344,174
Total inventory 11 550,122 505,058
Trade receivables 12 142,496 170,777
- Other tax receivables 32,616 33,910
- Other current assets 20,418 15,907
Total other current assets 13 53,034 49,817
Current financial assets 9 5,487 21,112
Cash and bank balances 14 46,028 26,685
CURRENT ASSETS 797,167 773,449
TOTAL ASSETS 1,068,589 1,042,341

13



LIABILITIESAND SHAREHOLDERS EQUITY

Note 30 June 2006 31 December 2005
- Share capital 20,877 16,859
- Reserves 124,331 115,603
- Retained earnings (losses) 458,483 428,737
- Income (loss) for the period 44,363 116,447
Shareholders' equity attributableto the Group 15 648,054 677,646
Shareholders' equity attributable to minority interests 7,884 8,587
TOTAL SHAREHOLDERS EQUITY 655,938 686,233
Employees' leaving entitlement and other personnel provisions 19 14,647 14,307
Provisions for risks and charges 20 6,519 3,673
Deferred tax liahilities 10 21,676 25,276
Other non-current liabilities 21 657 3,686
Non-current financial payables to banks 17 46,830 25,261
Other non-current financial payables 17 2,798 2,513
NON-CURRENT ASSETS 93,127 74,716
NON-CURRENT LIABILITIESHELD FOR SALE - -
Trade payables 152,190 168,239
- Advances 2,682 2,555
- Current tax payables 7,218 5,766
- Other current liabilities 21 38,869 33,792
Total other current liabilities 48,769 42,113
Current financial payablesto banks 17 113,957 63,041
Current financial payables 17 4,608 7,999
CURRENT ASSETS 319,524 281,392
TOTAL LIABILITIESAND SHAREHOLDERS EQUITY 1,068,589 1,042,341
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BULGARI GROUP
CONSOLIDATED CASH FLOW STATEMENT

€/000
30 June 2006 30 June 2005
Cash flows from operating activities
Net income for the period 44,363 28,934
Depreciation, amortisation and impairment of fixed assets
17,821 16,384
Cash flows from operating activities 62,184 45,318
(Increase) Decrease in trade receivables in working capital 28,799 31,031
(Increase) Decrease of other receivables in working capital (3,054) 22,801
(Increase) Decrease in inventory (59,111) (49,395)
Increase (Decrease) in trade payables (15,931) (5,321)
Increase (Decrease) in other payables 6,336 (42,675)
Exchange differences 14,047 (13,807)
Other changes, net (521) 858
Cash flows from changes in net working capital (29,435) (56,508)
Other medium/long-term assets (including other non-current financial assets) 1,919 (2,635)
Other medium/long-term liabilities (3,041) (161)
(a) Cash flows from operating activities 31,627 (13,986)
Cash flows from investing activities
Purchase of companies (excluding cash/debt acquired) (505) (332)
Purchases of tangible fixed assets (net of disposals) (19,481) (12,426)
Purchase of intangible assets (5,986) (12,908)
Purchases of financial investments (excluding other non-current financial assets) 5 1,816
Other changes (80) (321)
Exchanges differences 3,508 (5,266)
(b) Cash flows from investing activities (22,539) (29,436)
Cash flows from financing activities
Changes in shareholders equity for increase in share capital 4,018 (3,000)
Changes in shareholders' equity relating to minority interests (703) 460
Dividends paid (74,529) (65,422)
Other changes (3,449) (4,039)
( ¢) Total changes in shareholders' equity (74,663) (72,001)
Changes in medium/long-term financial payables 21,854 5,244
Changes in mediumy/long-term financial receivables (86) 56
(d) Total changes in mediunvlong-term financial assets 21,768 5,300
(e) Cash flowsfrom financing activivities (52,895) (66,701)
(f) Differencein net cash (short-term debt) (a)+(b)+(€) (43,807) (110,124)
Net cash (short-term debt) at the beginning of the period (49,919) (13,009)
Changes in short-term debt (f) (43,807) (110,124)
Changes in long-term debt (€) (21,768) (5,300)
Net cash (short-term debt) at the end of the period (115,494) (128,433)
of which: - cash and bank 46,028 21,350
- current financial payables (118,565) (90,999)
- current financial assets 5,487 6,028
- non-current financia payables (49,628) (65,414)
- non current financial receivables 1,184 602
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Statement of Changesin Consolidated Shar eholders’ Equity for the year ended 31 December 2004 and the six months ended 30 June 2005

Share Share Legal Reservefor Other Stock Hedging Retained Net Shareholders  Shareholders Total
capital premium reserve trandation reserves Option reserve earnings income equity attrib. equity attrib. Shareholders
reserve difference reseve toGroup  tominority int. equity

Balance as at 31 December 2004 20,816 107,135 5,762 (7,273) 2,106 1,987 - 397,332 108,758 636,624 6,875 643,499
Treasury stock (3,569) - - - - - - - - (3,569) - (3,569)
Fair value of derivatives - - - - - - 2,297 - - 2,297 - 2,297
Fair value of equity investments - - - - - - - (8,019) - (8,019) - (8,019)
Balance asat 1°January 2005 17,247 107,135 5,762 (7,273) 2,106 1,987 2,297 389,313 108,758 627,333 6,875 634,208
Fair value of derivatives - - - - - - (4,503) - - (4,503) - (4,503)
Total gains and losses directly recognized to shareholders equity - - - - - - (4,503) - - (4,503) - (4,503)
Net income of the period - - - - - - - - 28,934 28,934 586 29,520
Total gains and losses - - - - - - (4,503) - 28,934 24,431 586 25,017
Distribution of dividends (65,422) (65,422) (664) (66,086)

Allocation of 2004 net income - - - - - - - 43,336 (43,336) - - -
Treasury stock 2005 (440) - - - - - - - - (440) - (440)
Capital increase due to exercise of stock options 9 640 - - - - - - - 649 - 649

Allocation to treasury stock reserve of value of shares at the period end - (440) - - - - - 440 - - - -
Fluctuations in foreign exchange rates - - - (2,582) - - - - - (2,582) 538 (2,044)
Stock Options - - - - - 1,108 - - - 1,108 1,108
Balance as at 30 June 2005 16,816 107,335 5,762 (9,855) 2106 3,095 (2,206) 433,089 28,934 585,077 7,335 592,412
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Statement of Changesin Consolidated Shar eholders’ Equity for the year ended 31 December 2005 and the six months ended 30 June 2006

Share Share Legal Reservefor  Other Stock Hedging  Retained Net Shareholders Shareholders Total
capital  premium reserve trandation reserves Option reserve  earnings income  equity attrib. equity attrib.  Shareholders
reserve difference reseve to Group tominority int. equity
Balance as at 31 December 2005 16,859 114,489 5,762 (11,149) 2,106 4,423 (28) 428,737 116,447 677,646 8,587 686,233
Fluctuations in foreign exchange rates - - - (6,319) - - - - - (6,319) (836) (7,155)
Reclassifications - - - 12,172 - - - (12,172) - - - -
Fair value of derivatives - - - - - - (763) - - (763) - (763)
Total gainsand losses directly recognized to
shareholders' equity - - - 5,853 - - (763) (12,172) - (7,082) (836) (7,918)
Net income of the period - - - - - - - - 44,363 44,363 133 44,496
Total gainsand |losses - - - 5,853 - - (763) (12,172) 44,363 37,281 (703) 36,578
Dividends paid - - - - - - - - (74,529) (74,529) - (74,529)
Allocation of 2005 net income - - - - - - - 41,918 (41,918) - - -
Treasury stock sales 4,009 - - - 1,808 - - - - 5,817 - 5,817
Capital increase due to exercise of stock options 9 651 - - - - - - - 660 - 660
Stock Options - - - - - 1,179 - - - 1,179 - 1,179
Balance as at 30 June 2006 20,877 115,140 5,762 (5,296) 3,914 5,602 (791) 458,483 44,363 648,054 7,884 655,938
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Interim consolidated financial statements at 30 June 2006

SIGNIFICANT ACCOUNTING PRINCIPLES AND POLICIES

Bulgari S.p.A. (referred to in the following as the “Parent Company™) is a company having its registered
office in Italy and domicile in Rome. The interim consolidated financial statements for the six months ended
30 June 2006 (also referred to in the following as the “consolidated half-year financial statements”) include
the financia statements of the Parent Company and its subsidiaries and joint ventures (together referred to as
the “Group™).

These consolidated half-year financia statements were authorised for publication by the Board of Directors
on 13 September 2006.

@)

(b)

(©

Statement of compliance

As aresult of the introduction of European Community Regulation no. 1606 of 19 July 2002, and on
the basis of the requirements of article 81 of the Regulations for Issuers as amended by Consob in
resolution no. 14990 of 14 April 2006, the Bulgari Group has prepared its consolidated half-year
financial statements in accordance with International Accounting Standard 34 Interim Financial
Reporting. These consolidated half-year financial statements do not include al the disclosures required
in the preparation of annual financial statements and should be read together with the consolidated
financial statements for the year ended 31 December 2005.

In addition, following the coming into effect of the above-mentioned Community Regulation no. 1606
and in compliance with the provisions of Legisative Decree no. 38 of 28 February 2005, Bulgari S.p.A.
has elected the option available to prepare its separate financial statements in accordance with
international accounting standards (IAS/IFRS) by starting with those for fiscal year 2006; this differs
from the requirements relating to the Group’s consolidated financial statements which have been
prepared in compliance with international accounting standards since fiscal year 2005.

As a conseguence, in accordance with the provisions of Consob Communication no. 6064313, the
Group believes it to be useful to present the information relating to Bulgari S.p.A. referred toin IFRS 1
First-time Adoption of International Financial Reporting Standards, in particular in regard to the
reconciliations discussed in paragraphs 39 and 40 of that standard.

In order for the disclosures provided to be more complete, and as required by article 81 of the
Regulations for Issuers referred to above, the financial statements of the Parent Company Bulgari
S.p.A. for the six months ended 30 June 2006 are presented in accordance with international accounting
standards as permitted by prevailing laws and regulations.

Basis of preparation

The consolidated half-year financial statements consist of the balance sheet, the income statement, the
cash flow statement, the statement of changes in shareholders’ equity and these notes. Current and non-
current assets and liabilities are presented separately in the balance sheet. Costs are presented in the
profit and loss account based on their function. The cash flow statement is presented using the indirect
method.

The consolidated half-year report is presented in euros and all amounts are stated in thousands of euros
unless otherwise indicated.

All the financial statements of companies included in the consolidated financial statements are prepared
as at the balance sheet date of the consolidated half-year financial statements and are adjusted, where
necessary, to align them with the accounting principles and policies adopted by the Parent Company.

Consolidation principles
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(d)

(i) Subsidiaries

Subsidiaries are those companies for which the Parent Company is in a position to determine, either
directly or indirectly, the financial and operating policies for the purpose of obtaining the benefits
resulting from its activities. In assessing whether control exists, potential voting rights that are currently
exercisable or convertible are also taken into consideration. The financial statements of subsidiaries are
included in the consolidated half-year financial statements starting from the date on which control is
gained up until the date on which that control is lost to the Group. Minority interests in shareholders’
equity and in the result for the year are presented separately in both the consolidated balance sheet and
the consolidated income statement.

(i)  Joint Ventures

Joint Ventures are those entities in which the Group exercises contractually agreed joint control with
other entities. In determining whether control exists, those instruments that have the potential, if
exercised or converted, to give the Group voting rights are also considered. The financial statements of
joint ventures are consolidated using the proportionate method. As a result, the consolidated financial
statements include the Group’s share of the assets, liabilities, revenues and costs of these companies on
a line-by-line basis, starting from the date on which joint control is gained up until the date on which
that joint control islost to the Group.

(iii) Intragroup operations

All intragroup balances and transactions, including any profits not yet realised with third parties,
resulting from relations between Group companies, are fully eiminated. The Group’s share of any
losses not yet realised with third parties are eliminated unless they represent lossesin value.

Foreign currency
(i) Transactionsin foreign currency

The financial statements of consolidated companies are prepared using the functional currency of the
economic environment in which that company operates.

In those financia statements, all transactions denominated in a currency different from the functional
currency are recorded at the exchange rate at the date of the transaction. Assets and liabilities
denominated in a currency different from the functional currency are subsequently translated using the
exchange rate at the balance sheet date of the period presented, with any exchange differences arising
recognised in the income statement.

Non-monetary assets and liabilities denominated in foreign currencies and recorded at historical cost
are trandated using the exchange rate at the date when the transaction was initially recognised.

(i) Conversion of foreign currency financial statements

Revenues, costs, assets and liabilities included in the consolidated financial statements are expressed in
euros, which is the functional currency of the Parent Company Bulgari S.p.A..

In preparing the interim consolidated financial statements, the financial statements of companies
included in the consolidation which have afunctiona currency different from the euro are trandated by
applying the exchange rate ruling at the balance sheet date to the assets and liabilities (including
goodwill and consolidation adjustments), the historical exchange rate ruling at the date of the respective
transaction to items of shareholders’ equity and the average exchange rate for the period, (which
approximates the exchange rates ruling at the date of the transactions) to the income statement. All
resulting exchange differences are recognised directly as a separate equity reserve.

Exchange differences are recognised in the income statement only on the disposal of the investment or
on the dissolution of the company to which it refers.
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The rates of exchange between the euro and the currencies of those countries which have not joined the
single currency are as follows:

30/06/2006 31/12/2005 30/06/2005
Income Balance Income Balance Income Balance
Currency Statement Sheet Statement Sheet Statement Sheet
Uss 1.2290 1.2713 1.2448 1.1797 1.2855 1.2092
YEN 142.1745 145.7500 136.8713 138.9000 136.2402 133.9500
CHF 1.5614 15672 1.5483 15551 1.5463 1.5499
GBP 0.6872 0.6921 0.6839 0.6853 0.6861 0.6742
SGD 1.9764 2.0137 2.0710 1.9628 21171 2.0377
HKD 9.5346 9.8745 9.6825 9.1474 10.0189 9.3990
AUD 1.6545 1.7117 1.6326 1.6109 1.6634 1.5885
MYR 4.5298 4.6714 4.7136 4.4584 4.8822 4.5937
DKK 7.4602 7.4592 7.4517 7.4605 7.4448 7.4515
TWD 39.6109 41.2450 39.9647 38.6620 40.3815 38.1740
KRW 1,182.8954 1,206.0800 1,274.3900  1,184.4200 1,305.3300 1,239.8500
CNY 9.8696 10.1648 10.2037 9.5204 - -
THB 47.5740 48.5750 - - - -
(e) Businesscombinations
All business combinations are accounted for by applying the purchase method. Under the purchase
method, the cost of acquisition isthe fair value at the date of exchange of the assets given and liabilities
incurred or assumed plus any costs directly attributable to the acquisition. The cost of a business
combination is then allocated to the acquiree’s identifiable assets acquired and liabilities and contingent
liabilities assumed at their fair values. The excess of the cost of the acquisition over the Group’s
interest in the net fair value of the identifiable assets, liabilities and contingent liabilities so recognised
is accounted for as goodwill. If the net fair value exceeds the cost of the acquisition, the excess is
recognised immediately in the income statement.
On first-time adoption of IFRS, the Group elected not to apply IFRS 3 Business Combinations
retrospectively to business combinations that occurred before 1 January 2005. As aresult, any goodwill
arising from acquisitions that occurred before the date of transition to IFRS has been |eft unchanged at
its carrying amount in the last consolidated financial statements prepared in accordance with the
previous accounting principles, being those at 31 December 2003.
(f)  Tangiblefixed assets

(i) Owned assets

Tangible fixed assets are stated at cost, including any directly attributable incidental expenses.

They are included as assets only in the case that it is probable that future economic benefits will result
from their use and that cost may be reliably determined.

Cost includes:
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a) purchase price (including any import duties and non-refundable purchase taxes), after deducting
trade discounts and rebates;

b) any costsincurred directly attributable to bringing the asset to the location and condition necessary
for it to be capable of operating in the manner intended by management.

Costs incurred subsequent to purchase are recognised as an increase in the accounting value of the
component to which they reate, if the future benefits resulting from the cost incurred for the
replacement of a component of abuilding or plant and machinery will flow to the Group and if they can
be reasonably estimated. All other costs are recognised in the income statement for the period in which
they areincurred.

If significant components of buildings, plant or machinery have different useful lives, then these are
accounted for separately by applying the cost method described above.

(ii) Assetsacquired under finance leases

Assets acquired under finance leases, under which al the risks and rewards incidental to ownership of
an asset are substantialy transferred to the Group, are recognised as assets at their fair value or, if
lower, at the present value of the minimum lease payments due under the lease contract. The
corresponding amount due to the lessor isincluded as part of financial liabilities.

(iii) Depreciation

Subsequent to their initial recognition, owned assets and assets acquired under finance leases are stated
net of depreciation and any impairment losses are determined under the method described in the
following. Depreciation commences when the asset becomes available for use and ceases when its is
sold or when it is no longer expected to generate future benefits; it is calculated systematically on a
straight line basis over the estimated useful lives of assets. Assets acquired under finance leases are
depreciated over their estimated useful lives; in the case that there is no reasonable certainty that the
Group will acquire the asset at the end of the lease term, it is depreciated over the lower of the lease
term and its estimated useful life.

The estimated useful lives of assets are reviewed at least on an annual basis.

The following table sets out the main useful lives of assets:

Asset category Useful life
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Buildings 33
Plant and machinery 3-13
Industrial and commercial equipment 7-5
Furniture, office equipment and fittings 5-8
Motor vehicles 4
Aircraft (engines and avionics) 3
Aircraft (other) 33

Improvements made to leased properties are stated at cost and depreciated over a period equa to the
lower of the lease term and their estimated useful lives.

Intangible assets
(i) Goodwill

Goodwill is not amortised subsequent to initial recognition and is stated net of any impairment losses
determined in the manner described below.

Goodwill resulting from the acquisition of a company, and any adjustment to the fair values of the
assets and liabilities deriving from the acquisition of that company, are accounted for as the assets and
liabilities of the company itself. As a consequence, in the case of the acquisition of aforeign company,
these are stated in the functional currency of the acquired company and translated using the exchange
rate ruling at the balance sheet date.

Goodwill resulting from acquisitions made prior to 1 January 2005 is stated at its net book value in the
last consolidated financial statements prepared in accordance with the previous accounting principles
(those at 31 December 2003).

(if) Other intangible assets

Intangible assets are recognised as such only if it is probable that future economic benefits associated
with the asset will flow to the entity and if the cost of an asset can be measured reliably, and are stated
at cost, including any directly attributable incidental expenses.

Research expenditure is recognised as an expense in the income statement when it is incurred.
Development costs are capitalised as assets only if it can be demonstrated that they are capable of
producing future economic benefits.

Subsequent costs incurred for intangible assets are capitalised as part of the asset to which they relate
when it is probable that future benefits will flow to the Group and when the cost can be reliably
determined. All other subsequent costs are recognised in the income statement when incurred.

(iiil) Amortisation

Subseguent to their initial recognition, those assets with afinite useful life are stated net of accumulated
amortisation and any impairment losses are determined in the manner described below. Amortisation of
an asset begins when it is available for use and ceases when itsis sold or if it is not expected to produce
future economic benefits, and is alocated systematically on a straight-line basis over its estimated
useful life which isreviewed on an annual basis.

Intangible assets with an indefinite useful life are not amortised but are stated net of any impairment
losses determined in the manner described bel ow.
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(h)

0]

The following table sets out the main useful lives of assets:

Asset category Useful life
(years)

Development costs Max 5
Industrial patents and intellectual property rights Max 5
Concessions, trade marks and licences Max 5
Assetsin progress -

Fees for taking over the lease of premises and other Contract term
I mpairment

At the end of each quarter, tangible fixed assets and intangible assets, including goodwill, are reviewed
to assess whether there are any indications of impairment. If any such indication exists, the recoverable
amount of the asset is determined.

The recoverable amount of goodwill and other assets having an indefinite useful life, if present, isin
any case determined at least once ayear.

The recoverable amount is the higher of the fair value of an asset less coststo sell and itsvaluein use.
In the absence of a binding sales agreement, fair value is estimated on the basis of values obtained from
an active market or from recent transactions or on the basis of the best information available that
reflects the amount that the company could obtain from the sale of the asset.

Vauein useis defined as the present value of future pre-tax cash flows expected to be derived from the
use of an asset, using a pre-tax discount rate that reflects current market assessments of the time value
of money and the risks of the related activities. If an asset does not generate cash flows that are largely
independent, its recoverable amount is determined in relation to the cash generating unit to which it
belongs.

An impairment loss for an asset is recognised in the income statement if its carrying amount, or that of
the cash generating unit to which it alocated, is higher than its recoverable amount. The impairment
losses of a cash generating unit are firstly allocated to reduce the carrying amount of any goodwill
allocated to the unit and then to the other assets of the unit on the basis of their carrying amounts.

Impairment losses other than those relating to goodwill are reversed to the extent of the impairment loss
previousy recognised if the reasons which led to the loss no longer exist, or if there have been changes
in the estimates made to determine the recoverable amount.

Financial instruments
(i) Investmentsin other entities

All investments in other entities are classified as “available for sale€” and are stated at fair value, with
any gains or losses recognised directly in equity. These gains and losses are released to the income
statement on the disposal of the investments. If fair value is not reliably determinable, the investments
are stated at cost, adjusted for any impairment loss whose effect is recognised in the income statement
on the basis of the present value of expected cash future cash flows discounted at the current market
return for asimilar financial asset.

Losses exceeding the carrying value of an investment are recognised as a liability in the caption
“provisions for risks and charges - other” to the extent that the investor has undertaken to fulfil any
legal or constructive obligations towards the investee company or to make good its losses.
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(i) Management of risk and hedging (derivative instruments)

The Group is exposed to various market risksin carrying out its activities and in particular to the risk of
fluctuations in interest rates, foreign exchange rates and the price of gold.

To minimise these risks, the Group acquires derivative financia instruments available on the market to
hedge the risk of both specific operations and complex exposures.

In particular, to reduce the risk of changes in the value of assets, liabilities and expected foreign
currency cash flows to be generated by expected future operations, mostly forward and option contracts
are used. The same instruments are used to reduce the risk of changesin the price of gold.

To minimise the risk connected with interest rate fluctuations, interest rate swaps and option contracts
are used.

In general, the Group does not enter into speculative transactions in managing its finance and treasury
and has adopted specific procedures which require that prudent criteria be followed

Consistent with 1AS 39, derivative instruments acquired for hedging purposes qualify for hedge
accounting as described in that standard only if:

a) a the inception of the hedge there is a forma designation and documentation of the hedging
relationship;

b) thehedgeishighly effective;

c) theeffectiveness can bereliably demonstrated.

If an instrument is designated to offset the exposure to changes in the fair value of the hedged item (for
example, the hedge of the changes in fair value of floating rate loans or foreign currency receivables
and payables), it is recognised at fair value, with subsequent changes in fair value being recognised in
the income statement; in a consistent manner, hedged items are adjusted to reflect the changes in fair
value attributable to the risk being hedged.

If an instrument is designated to offset the exposure to variability in cash flows of atransaction (a cash
flow hedge; for example the hedging of the variability in cash flows of forecast transactions due to
foreign exchange rate fluctuations), the effective portion of the gain or loss arising from changesin the
fair value of the hedging instrument is recognised directly in equity (the ineffective portion is
recognised immediately in the income statement under the item foreign exchange gains (losses)).

The amounts recognised in equity are subsequently reclassified into the income statement in the period
in which the forecast contracts and transactions affect profit or loss.

Changes in the fair value of derivatives which do not meet the conditions for recognition as hedging
instruments are recognised in the income statement.

Derivates are accounted for on the trade date.
(iii) Other financial assets

Financial assets for which there is the intention and ability to hold to maturity are recognised at cost
(represented by the fair value of the initial consideration given) to which are added transaction costs
(such as commissions and advisors’ fees). Measurement subsequent to initia recognition is at
amortised cost using the effective interest method.

Trade receivables are stated at amortised cost, net of any impairment loss. Impairment losses are
determined on the basis of the present value of expected future cash flows, using a discount rate based
on the origina effective interest rate.

Trade receivables whose due date is based on normal commercia terms are not discounted.
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V)

(m)

(n)

(0)

Cash and bank balances consist of those balances which are payable on demand or within a very short
period and which may be withdrawn without cost.

(iv) Other financial liabilities

Other financial liabilities, including trade payables, are stated at amortised cost using the original
effective interest method.

Inventory

Inventory is stated at the lower of the cost of acquisition or production and estimated net realisable
value, less the estimated costs of completion and the estimated costs necessary to make the sale.

The cost configuration adopted is as follows:

(a) stocks of finished goods, consisting of single pieces, are valued on the basis of the specific
identification of the cost;

(b) al other stock, grouped together in homogeneous categories, is valued on the basis of weighted
average Cost;

(c) work in progress is value on the basis of production cost, which includes the consumption of raw
materials, direct labour and indirect production costs, based on the stage of production completed at
the balance sheet date.

In order to estimate net realisable value, the value of obsolete and slow-moving goods is written down
on the basis of an estimation of their future use or realisation by creating a special adjustment reserve to
reduce the value of the inventories.

Provisionsfor risksand charges

Provisions for risks and charges are recognised when the Group has a present obligation (legal or
constructive) as a result of a past event and when it is probable that an outflow of resources will be
required to settle the obligation; the amount recognised represents a realistic estimate of the cost that
will be incurred, on the basis of the available information.

If the effect of the time value of money is material and the dates of the obligation can be reasonably
estimated, the amounts provided are determined on the basis of the present value of expected future
cash flows, using a pre-tax discount rate that reflects current market assessments of the time value of
money and, if applicable, the risk specific to the obligation.

Treasury shares

Treasury shares are stated at cost and presented as a reduction of shareholders’ equity. Any gains or
losses resulting from subsequent sale are recognised directly in equity.

Employee benefits

Short-term employee benefits, such as wages, salaries and socia security contributions, compensated
absences and annual leave where the absences are expected to occur within twelve months after the
balance sheet date and all other benefits in kind are recognised in the period in which the service is
rendered by the employee.

Benefits guaranteed to employees which are payable on or after the completion of employment through
defined benefit plans are recognised in the period in which the right matures.
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Liabilities relating to defined benefit plans, net of any plan assets, are recognised on the basis of
actuarial assumptions and on an accrual basis consistent with the service provided to obtain such
benefits; the determination of these liabilities is made by independent actuaries.

Any actuarial gains or losses resulting from changes in actuarial assumptions or changes in the
conditions of a plan are recognised in the income statement if, and to the extent that, the unrecognised
net amount at the end of the previous reporting period exceeds the greater of 10% of the obligation
relating to the plan and 10% of the fair value of any plan assets at that date (the so-called corridor
method).

On first-time application of IFRS, the Group decided to recognise all cumulative actuarial gains and
losses at 1 January 2004, despite having opted for the corridor method for subsequent actuarial gains
and losses.

Revenues and costs

Revenues from sales and services are recognised to the extent that it is probable that the respective
economic benefits will flow to the Group and when it is possible to measure the fair value of the
consideration reliably. Revenues are stated net of discounts, returns and commercial rebates.

In particular, revenues from sales and services are recognised when all the significant risks and rewards
of ownership have been transferred to the buyer and when the services have been rendered.

Financial income and expense are recognised on an accrua basis recognising the interest matured on
the net value of the respective assets and liabilities using the effect interest rate.

Dividends are recognised when the shareholders have the right to receive payment and namely at the
time that shareholders in general meeting resolve their distribution.

Cost of salesincludes the cost of production or purchase of products and goods which have been sold.
In particular, it includes the cost of materials, transformation and those general expenses associated
with the production and write-down of stock held in inventory.

Taxation

Current income taxes are determined on the basis of arealistic estimate of the tax charge for the period
of every company included within the scope of consolidation, in compliance with tax rates and tax laws
that arein force or substantively in force in each country at the balance sheet date.

The expected liability is recognised in the balance sheet under the item “Provisions for risks and
charges”, offset by any advance payments made, or under the item “Tax receivables’ if an asset results
from the set-off process.

Deferred tax assets and liabilities are determined from the temporary differences between the book
value of assets and liabilities as stated in the consolidated balance sheet and their corresponding tax
values, taking into account the tax rates that are expected to apply to the period when the asset is
realised or the liability is settled, based on those rates and laws that have been enacted or substantively
enacted by the balance sheet date.

Deferred tax assets are recognised to the extent that it is probable that taxable profit will be available
against which the deductible temporary difference can be utilised; the recoverability of deferred tax
assets in this manner is reviewed at each balance sheet date.

Deferred tax liabilities are also recognised on undistributed profits at the balance sheet date in the event
that such profits will be taxed on distribution.
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Current and deferred tax assets and liabilities are offset when income taxes are levied by the same
taxation authority and when there isalegally enforceable right of set off.

Share-based payment

The Group offers stock options to specific categories of employees and to the managing director as a
form of remuneration for services rendered.

The cost of these services is measured at the fair value of the options at the date on which they are
granted.

This cost is recognised in the income statement over the vesting period, that is the period from the grant
date to the date on which the option matures, taking into account the best estimate available of the
number of options that will be exercised.

Use of estimates

The preparation of the financia statements requires the directors and managers of the Group to make
estimates and assumptions which affect the carrying values of the assets and liabilities in the
consolidated balance sheet and the disclosures relating to contingent assets and liabilities at the balance
sheet date. These estimates and assumptions are based on accumulated experience and other factors
considered reasonable in the circumstances and have been adopted to determine the accounting value of
those assets and liabilities which is not easily obtainable from other sources. The actual results could
differ from these estimates, as a result of the uncertainty inherent in the assumptions and conditions on
which they are based.

In particular, estimates are used in the classification of certain assets and liabilities as either current or
non-current, the recognition and measurement of provisions for the risk of inventory obsolescence and
the recoverability of receivables, the measurement of any impairment of tangible and intangible assets,
depreciation and amortisation, the measurement of employee benefits, the recognition and measurement
of taxation and the measurement of other contingent liabilities, such as provisions for risks and
contingencies.

Earnings per share

Earnings per share is calculated on the basis of the weighted average number of shares in circulation
during the period, excluding own shares held by the Group.

Diluted earnings per share is calculated on the basis of the weighted average number of shares in
circulation during the period, excluding treasury stock, to which is added the weighted average number

of shares which would result if al stock options were exercised, factored by the difference between the
average market price of the share during the period and the weighted average exercise price.

1. Segment reporting
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The results of the Divisions aso include royalty charges from the parent company for the use of the
BVLGARI brand of which it is the owner. These charges are then eliminated in the line “Other activities
and eliminations”, as are all other transactions between the Divisions within the Group.

The line “Other activities and eliminations” also includes al the unallocated revenues and costs managed by
the Central Group structure (Corporate), for the most part concentrated in the parent company Bulgari S.p.A.,
the activities relating to the Hotels, still of little significance overall and al the advertising activities carried
out with the media, including production from which the BVLGARI brand is the overal beneficiary in
general and therefore, as aresult, all the Group’s activities.

\ BULGARI GROUP - SEGMENT REPORTING 1st HALF 2006 vs 2005 |
| 1sthalf 2006 | | isthalf2005 | | Change% | | 1sthalf 2006 | | 1sthalf 2005 | | Change % |
N et revenues by sector Operating profit by sector
(Millions of euros) (Millions of euros)
Jandlay 179.6 1635 +9.9%
Watdhes 128.1 108.2 +185%
Aaesries 475 36.2 +31.2%
Othe 36 30 +16.0%
JWA Divison 358.8 310.9 +15.4% JWA Division 66.1 454 +45.7%
Perfume Division 788 705 +11.8% Perfume Division 26 6.7 -60.6%
Other ectivities and eliminations 102 78 +30.7% Other activities and eliminations (16.0) (135) +18.6%
Total net revenues 447.8 389.2 +15.1% Total operating profit 52.7 385 +36.9%

The operating profit of the WA (Jewellery - Watches - Accessories) Division grew by 46% over the first half
of 2005. Depreciation and amortisation for the period amounted to 12.9 million euros (12.3 million euros in
the first half of 2005).

The Perfumes Division closed the half year with an operating profit of 2.6 million euros. The decrease over
the corresponding period of the previous year is due to the increased costs incurred by the Group structure to
support this business, especially in the American market, as a result of which a growth in sales over those of
2005 is expected in the coming months. Depreciation and amortisation for the period amounted to 1.6 million
euros (1.5 million eurosin 2005).

Revenues by geographical area are presented and discussed above in the Report of the Directors on the
Group’s performance.

[ RECLASSIFIED CONSOLIDATED BALANCE SHEET I

[ JWA DIVISION ] [ PERFUME DIVISION ] [ Notallocated & eliminations | | TOTAL GROUP

(Million of euros) 30 Jun 06 | | 31 Dec 05 | | 30 Jun 06 | | 31 Dec 05 | | 30 Jun 06 | | 31 Dec 05 | | 30 Jun 06 | 31 Dec 05 |
Trade receivables, net 1105 1191 46.1 65.9 14.1) (16.1) 1425 169.0
Other receivebles 446 428 109 1n7 (25) @7 530 4938
Inventory 465.4 436.7 758 624 89 59 550.1 505.1
Trade payables (137.9) (144.6) (47.2) (51.8) 28 282 (1522) (168.2)
Other payables (362 (54.3) (11.0) (124) (16) 246 (488) (42.2)
Total working capital, net 446.5 399.7 747 75.9 235 379 544.7 5135
Tangible and intangible fixed assets, net 1221 119.4 87 9.4 62.2 59.8 193.0 188.7
Financial investments 422 348 422 3438
Other long-term assets (liabilities) 33 13 (0.4 (0.4 (114 (118 (8.4) (0.9)
NET INVESTED CAPITAL 5719 530.4 83.1 84.9 116.5 120.8 7714 736.2
Shareholders' equity 655.9 686.2
Short-term indebtedness 67.1 232
Long-term indebtedness 484 26.7
Total indebtedness 155 49.9
COVER 7714 736.2
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2. Purchase and establishment of new companies

On 6 January 2006, Bulgari Commercial (Shanghai) Ltd. was registered under Chinese law; the
company is wholly owned by Bulgari S.p.A., has its registered office in Beijing and has subscribed
capital of CNY 57,637,111 (US$ 5,000,000).

This company will manage any future investments made by the Group in China, taking advantage of
the certainly interesting opportunities offered by this market.

On 12 May 2006, Bulgari S.p.A. acquired 50% of Opera SGR S.p.A., acompany having its registered
office in Milan and having fully paid up share capital of euro 1,100,000. This investment is
consolidated using the proportionate method. A price of euro 550,000 was paid for net assets having a
market value of the same amount, made up of assets of euro 1,017 thousand and liabilities of euro 467
thousand.

This company will carry out the collective management of savings through the promotion,
establishment and organisation of closed-end mutual funds, as well as provide consultancy regarding
investments made in Italy by third parties operating in the private equity sector.

On 8 June 2006, the company Bulgari Holdings (Thailand) Ltd. was established. This company,
which hasits registered office in Bangkok and which has fully subscribed and paid up share capital of
Bath 100,000, is held as to 49% by Bulgari International Corporation BV. As the consequence of the
fact that this company holds 100% of the ordinary shares having voting rights and almost the whole
of the new company’s dividend rights, it is considered wholly owned for consolidation purposes.

This new company holds the investment in Bulgari (Thailand) Ltd. described below.

The company Bulgari (Thailand) Ltd. was also established on 8 June 2006. This company, which has
its registered office in Bangkok and which has fully subscribed and paid up share capital of Bath
4,000,000, is held as to 99.5% by Bulgari International Corporation BV (of which 35% directly and
64.5% through Bulgari Holdings (Thailand) Ltd).

The company will run exclusive brand Bulgari shops.

3. Net operating expenses

Thousands of euros Note 2006 2005

Personnél costs 19 78,059 69,950

Variable salling expenses 18,384 15,158

Other sdlling, general and administrative 84,078 71,695

expenses

Advertising and promotion expenses 53,235 55,291
233,756 212,094

Personnel costs relate to both selling and administrative functions.

Variable selling expenses
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Thousands of euros 2006 2005

Credit card commissions 2,088 1,901
Intermediaries’ fees 2,627 2,425
Transport costs 5,716 4,307
Sales commissions 2,705 2,338
Other 5,248 4,187

18,384 15,158

The increase in transport costs is related to the growth in the Group’s activities, in particular in the
American and Japanese markets, which are further away from the Group’s production sites.

The change in “Other” mainly regards the increase in product warehousing costs and the rise in the

commissions payable for the logistical handling of Bulgari perfumes which in North America is
outsourced to a partner.

Other sdlling, general and administrative expenses

Thousands of euros 2006 2005
Rentals 26,160 20,437
Other operating expenses 16,754 16,105
Other general expenses, net 41,164 35,153

84,078 71,695

The increase in rentals is mostly attributable to the new premises used for carrying out the Group’s
activities; the main increases relate to the new storesin Berlin, London, Paris, Milan and Washington.
“Other operating expenses” substantially relate to general expenses for 6,267 thousand euros (6,746
thousand euros for the first half of 2005), to provisions of 2,656 thousand euros (494 thousand euros
for the first half of 2005), for the most part relating to bad debts and legal disputes, to utilities for 2,325
thousand euros (2,228 thousand euros for the first half of 2005), to operating lease instalments
regarding mainly company vehicles and office machinery for 1,778 thousand euros (2,178 thousand
euros for the first half of 2005) and to maintenance expenses for 2,106 thousand euros (2,016 thousand
euros for thefirst half of 2005).

“Other general expenses, net” include mainly travel expenses of 6,811 thousand euros (6,626 thousand
euros for the first half of 2005), consultancy fees of 5,429 thousand euros (5,506 thousand euros for the
first half of 2005), taxes other than income taxes of 2,663 thousand euros (2,819 thousand euros for the
first half of 2005), including non-deductible taxes of 1,050 thousand euros relating to prior years, paid
abroad on a final basis and not recoverable by Bulgari S.p.A., fees to members of company bodies of
2,583 thousand euros (2,216 thousand euros for the first half of 2005) and insurance costs of 1,726
thousand euros (2,127 thousand euros for the first half of 2005). This item also includes depreciation
and amortisation of 17,779 thousand euros (16,259 thousand euros for the first half of 2005) which
mostly relates to leasehold improvements, costs for taking over leases and computer hardware and
software.

4. Financial income (expense)
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Interest income — 1,085 thousand euros
Thousands of euros

Bank interest income

Interest income from public authorities
Premium income on hedging activities
Other

Interest expense — (4,634) thousand euros
Thousands of euros

Bank interest expense

Loan interest expense

Premium expense on hedging activities
Other

Other financial income (expense) — (721) thousand euros

Thousands of euros

Discounts and allowances on financial assets
Discounts and alowances on financia
liabilities

Bank commissions and charges

Actuarial costs on employees’ leaving
entitlement

Other

Exchange gains (losses) — 5,617 thousand euros
Thousands of euros

Exchange gains
Exchange losses

5. Taxation
Thousands of euros
Current taxation

Prior year taxation
Deferred taxation

2006

295
105
561
124
1,085

2006

69
1,795
2,759

11
4,634

2006

360
(380)

(336)
(224)

(141)
_(721)

2006

37,885
(32,268)
5,617

Note 2006

9,643
197

10 (265)

9,575

2005

277
203
381

10
871

2005

154
1,235
1,597

15

3,001

2005

416
(510)

(307)
(210)

(79)
(690)

2005
24,508

(25,478)
970

2005
5,190

28

5,218
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The Group’s average tax rate was 17.7 %. The increase in current taxation is mostly attributable to
changes in legislation on the taxation of dividends introduced by Decree Law no. 223/06, as amended
by Conversion Law no. 248/06.
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6. Tangiblefixed assets

Tangible fixed assets and changes for the period are set out as follows:

Indust. and Furniture,

Constr. in

Landand Plant and . . Motor ) Leasehold prog. and
. ) commercial office eq. . Aircraft | Total
buildings machinery ) iy vehicles improvements advance
equipment and fittings
Thousands of euros payments
Year 2004
Cost 11,642 16,127 14,288 65,095 396 5,828 111,140 947 225,463
Accumulated depreciation (3,735) (11,719) (9,784)  (46,834) (367) (1,740) (65,730) - (139,909)
Net book value at 31/12/2004 7,907 4,408 4,504 18,261 29 4,088 45,410 947 85,554
Changesin 2005
Exchange rate fluctuations 222 (4 (12 439 2 (12 1,982 - 2,617
Change in scope of consolidation 2,504 531 47 115 16 - 39 - 3,252
Reclassifications 927 752 60 4,017 - - (4,967) (838) (49)
Purchases 2,779 2,796 1,877 13,105 19 - 12,885 1,591 35,052
Disposals (27) (21) ©)] (129) (7 - (54) (15) (246)
Depreciation (833) (2,090) (1,639) (11,197) (30) (160) (11,694) - (27,643)
Write-downs - (12) - (167) - - (292) - (471)
Total changesin 2005 5,582 1,952 330 6,183 - A72) (2,101) 738 12,512
Year 2005
Cost 19,192 21,921 16,185 85,425 373 5,810 115360 1,685 265,951
Accumulated depreciation (5,703) (155561) (11,351) (60,981) (344 (1,894) (72,051) - (167,885)
Net book value at 31/12/2005 13,489 6,360 4,834 24,444 29 3,916 43,309 1,685 98,066
Changesin first half of 2006
Exchange rate fluctuations (71) (20) (35) (584) (1) 1 (1,279) (47) (2,036)
Change in scope of consolid. - 12 - 58 - - - - 70
Reclassifications (1) 103 1 (39 - - 757  (861) (40)
Purchases 300 2,136 290 4,562 - - 4,353 7,937 19,578
Disposals - (20 Q) (13 - - - - (34
Depreciation (525) (1,131) (793) (4,765) 3 (118) (6,049) - (13,384)
Write-downs - - - (28) - - (421) - (449)
Total changesin first half
of 2006 (297) 1,080 (538) (809) 4 (117) (2,639) 7,029 3,705
First half of 2006
Cost 19,359 23,807 16,368 87,669 347 5,812 115,458 8,714 277,534
Accumulated depreciation (6,167) (16,367) (12,072) (64,034 (322 (2,013) (74,788) - (175,763)
Net book value at 30/06/2006 13,192 7,440 4,296 23,635 25 3,799 40,670 8,714 101,771

The main increases of the period relate to the categories “Furniture, office equipment and fittings” and

“Leasehold improvements”, which are analysed by company in the following table:



Furniture, office L easehold
Thousands of euros equipment and improvements
fittings

Bulgari Corporation of America lnc. 487 1,212
Bulgari Italia S.p.A. 542 1,077
Bulgari Global Operation S.A. 1,221 -
Bulgari Korea Ltd. 55 759
Bulgari Japan Ltd. 716 90
Bulgari Commercial (Shanghai) Co. Ltd. - 459
Bulgari (UK) Ltd. 9 381
Bulgari Parfums S.A. 238 -
Bulgari France S.aS. 52 150
Bulgari Belgium SA. 2 107
Bulgari SA. 96 -
Other companies 1,144 118
Total 4,562 4,353

Additional increases for new purchases mostly regard investments in production plant and machinery
in Crova Sp.A. (946 thousand euros), Bulgari Italia S.p.A. (540 thousand euros), Bulgari Time
(Switzerland) S.A. (344 thousand euros) and Daniel Roth et Gérald Genta Haute Horologerie S.A.
(156 thousand euros); and investments in equipment for the production of new fragrances in Bulgari
Parfums S.A. (117 thousand euros) and Bulgari Commercial (Shanghai) Company Ltd. (104 thousand
€euros).

The increase in “Construction in progress and advance payments” relates principaly to the
expenditure incurred in the six months ended 30 June 2006 for the opening of new stores or the
renovation of those aready existing.

“Changes in the scope of consolidation” represent the net value of the tangible fixed assets of Opera
SGR at the date of acquisition, a company consolidated using the proportionate method which entered
the consolidation scope during the first half of 2006.

“Write-downs” relate most of all to leasehold improvements carried out in previous years on stores
that were renovated in advance of their previously estimated useful lives.

7. Goodwill

Changes in goodwill for the six months ended 30 June 2006 are as follows:

Thousands of euros Note

At 31/12/2004 38,760
Changes during 2005

Exchange differences 2,906
Increases 946
Total changes during 2005 3,852
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At 31/12/2005 42,612

Changesin thefirst half of 2006

Exchange differences (1,242)
Increases 35
Total changesin thefirst half of 2006 (1,207)
At 30/06/2006 41,405

The decrease arising from exchange differences relates to the trandation at the balance sheet date of
the goodwill arising on the purchase of companies whose functional currency is different from the
euro.

The increase regards goodwill already recognised in the purchase balance sheet of Opera SGR S.p.A..

In the case of production companies, the cash generating units are considered to be the individua
companies acquired; in the case of selling units, the cash flows that these generate are taken into
consideration on an integrated level, meaning that the margins that can be realised from the production
and logistic process of the Divisions to which they belong are also taken into account.

Goodwill is alocated in the following manner:

Thousands of euros

Cash Generating Unit Goodwill

CrovaS.p.A. 12,456
Bulgari South Asian Operations Pte Ltd. 10,057
Bulgari Asia Pacific Ltd. 5,303
Daniel Roth et Gérald Genta Haute Horlogerie S. A 5,285
Bulgari Corporation of Americalnc.(*) 4,842
Bulgari (Taiwan) Ltd. 1,126
Other companies 1,678
JWA Division 40,747
Perfume Division 658
At 30/06/2006 41,405

(*) Goodwill paid by Bulgari Corporation of America for the purchase of the store in Honolulu (Hawaii)
In the absence of any factors that indicate that the cash generating units to which goodwill has been
allocated are impaired, the Group has not made an estimate of their recoverable amount during the half
year. As aresult, the most recent estimate remains that made on the preparation of the preparation of
the consolidated financial statements at 31 December 2005.
8. Other intangible assets

The composition of other intangible assets and changes for the period are set out as follows:
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Industrial patents Concessions,

Thousands of euros Devilc:);;nent and indus.trial tradg marks and ?ﬁn;t;::gsn Key n;;r:y and Tota
property rights licences
Year 2004
Cost 6,645 37,057 2,358 1,60€ 16,832 64,499
Accumul ated amortisation (5,143) (27,867) (1,820) - (2,350) (37,180)
Net book value at 31/12/2004 1,502 9,19C 53¢ 1,60€ 14,482 27,319
Changesin 2005
Exchange differences @ 2C 3 - 38C 390
Changes in scope of consalid. - - - 1 1
Reclassifications (@) 1,02¢ (979) - 49
Purchases 1,572 8,648 438 6,848 9,264 26,771
Amortisation (1,127) (4,293) (237) - (1,035) (6,692)
Write-downs - (89) (29) (118)
Other changes - - - - 271 271
Total changes 2005 43¢ 5,31E 198 5,868 8,852 20,672
Year 2005
Cost 8,16€ 46,247 2,779 7,475 26,524 91,193
Accumulated amortisation (6,228) (31,742) (2,042 - (3,190) (43,202)
Net book valueat 31/12/2005 1,94C 14,505 737 7,475 23,334 47,991
Changesin thefirst half of 2006
Exchange differences (12) (16) 5) (0] (197) (231)
Changes in scope of consolid. - 1 1 - - 2
Reclassifications - 1,723 - (6,853) 5,17C 40
Purchases 492 3,99€ 172 1,327 - 5,988
Amortisation (622) (2,529) (126) - (710) (3,987)
Write-downs - - - - - -
Other changes g 8
Total changesin first half
of 2006 (141) 3,17 42 (5,527) 4,271 1,820
First half of 2006
Cost 8,60C 51,811 2,934 1,94¢ 31,434 96,728
Accumulated amortisation (6,801) (34,131) (2,155) - (3,829 (46,916)
Net book value at 30/06/2006 1,79¢ 17,68C 779 1,948 27,605 49,812

Theincreasesin “Development costs” mainly regard the new fragrances to be released onto the market
and the development of skin tests relating to perfumes (297 thousand euros).

The increases in “Industrial patents and intellectual property rights” may be principally attributed to
the purchase of applications software licences for the management of various business activities
carried out by the Parent Company Bulgari S.p.A. (3,725 thousand euros) and by certain of the
production companies.

“Construction in progress” relates prevaently to additional investments made in the development of
applications software regarding procedures that were still at the implementation stage at 30 June 2006.

9. Other current and non-current financial assets
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Thousands of euros 30/06/2006 31/12/2005

Current financial assets

Current loans granted 5,487 21,112
_ 5487 21112

Non-current financial assets

Guarantee deposits 16,802 9,140
Insurance funds 6,061 6,377
Other 6 7
Total Other non-current financial assets 22,869 15,524
Non-current loans granted 1,184 1,098
24,053 16,622

Current loans granted include an amount of 2,054 thousand euros representing the portion not eliminated
on consolidation of two loans made by Bulgari International Corporation (BIC) N.V. to LB Diamonds &
Jewelry Sarl, a company held as to 50% and consolidated using the proportionate method. These loans
amount in total to 2,500 thousand dollars, have due date in August 2006 and bear interest at a variable
rate of LIBOR + 1,125%.

In addition, thisitem includes aloan of 1,100 Swiss francs granted by Bulgari Global Operations S.A. to
Cadrans Design S.A., a company held as to 50% and consolidated using the proportionate method; the
loan has due date in September 2006 and bears interest at a fixed rate of 2.00%.

The change over 31 December 2005 is due to a more suitable classification of the loans granted by
Bulgari Global Operations S.A. as cash and bank balances.

The principal balance included in guarantee deposits regards an amount of 11,976 thousand euros (4,724
thousand euros at 31 December 2005) paid by the subsidiary Bulgari Japan Ltd. as a deposit for the
rental of the premisesin Tokyo, as a condition of a rental agreement entered into for a building in Tokyo
that is to be completely refurbished in order to house the Group, its activities and certain of its offices.

“Insurance funds” include a receivable recorded by Bulgari Japan Ltd. which has taken out life assurance
and accident insurance policies for its employees. This receivable will be recovered in the event that
there are no claims in connection with either of these two events before the end of the employee’s labour
contract.

Non-current loans granted include an amount of 221 thousand euros representing the portion not
eliminated on consolidation (of 35%) of long-term subordinated loans made to Bulgari Hotels and
Resorts B.V. and an amount of 484 thousand euros relating to long-term subordinated loans made to
Bulgari Hotels & Resorts Milano S.r.l., which is consolidated using the proportionate method. These
loans are repayablein April 2027 and interest is charged on a quarterly basis at arate of EURIBOR +3%.

In addition, this item includes an amount of 479 thousand euros representing the portion not eliminated

on consolidation (of 50%) of a long-term loan made to Cadrans Design S.A. consolidated using the
proportionate method, repayable on 30 June 2007.
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10. Deferred taxation

Details of deferred taxation are set out in the following table, with a description of the items which
generate the principal temporary differences:

At A Other At
31/12/2005 Charge Utilisation 1 ges  30/06/2006

(Thousands of euros)

Accumulated tax losses 3,264 - (3,264) - -
Elimin. of intercompany profits 16,264 - (121) 16,143
Fixed assets 2,563 332 - - 2,895
Other accruals 4,536 1,025 (1,231) (466) 3,864
Deferred tax assets 26,627 1,357 (4,616) (466) 22,902
Accelerated depreciation (3,312 - - - (3,312)
Undistributed profits (13,003) - 4,551 - (8,452)
Tax prov. for obsolete inventory (5,206) (540) - - (5,746)
Tax clean-up (576) - - - (576)
Discounting TFR (761) (66) - - (827)
Tax provision for bad debts (1,592) (397) 22 - (1,967)
Other accruals (826) (69) 23 76 (796)
Deferred tax liabilities (25,276) (1,072 4,596 76 (21,676)
Total deferred taxation 1,351 285 (20) (390) 1,226

The “Other changes” column includes principally the exchange effect resulting from the conversion of
the financial statements of companies having a functional currency other than the euro.

11. Inventory

Inventory is made up as follows:

Thousands of euros 30/06/2006 31/12/2005
Grossstock  Provisionfor Net balance Net balance

value obsolescence
Raw materials 53,523 - 53,523 39,341
Work in progress and semi-finished goods 154,026 14,766 139,260 121,543
Finished goods and packaging 379,872 22,533 357,339 344,174

587,421 37,299 550,122 505,058

The net balance has increased by 8.9% over that at 31 December 2005, which is less in percentage
terms than the increase in turnover (15.0% at comparable exchange rates). This increase may be
attributed to the net effect of the steps taken by the production and distribution companies in obtaining
supplies of raw materials and in building up stocks of finished goods for the launch of new products
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and the autumn sales campaign, when the seasonal effect in the market is traditionaly at a higher level,

and to the additional improvement achieved in supply chain management.

12. Tradereceivables

Trade receivables are made up as follows:

Thousands of euros 30/06/2006 31/12/2005
Duewithin Dueafter more Total Provisionfor Balanceat Balanceat
12 months than 12 months bad debts  30/06/2006 31/12/2005
Final customers and 127,068 - 127,068 123,121 155,848
distributors
Franchisees 19,442 - 19,442 19,375 14,929
146,510 - 146,510 142,496 170,777

An amount of 701 thousand euros of the provision for bad debts has been utilised in the first half of
2006, while additional provisions of 953 thousand euros were made during the period.
These provisions are classified in the income statement as “Selling, general and administrative

expenses”.

13. Other current and non-current assets
Thousands of euros 30/06/2006

Other current assets:

Other current tax credits 32,616
Prepayments and accrued income 9,428
Advancesto suppliers 5,001
Due from socia security organisations 2,777
Other 3,212
Total other current assets 53,034

Other non-current assets;

Other non-current tax credits 8,778

Other 3,387

Total other non-current assets 12,165
Current assets

31/12/2005

33,910
7,546
3,099
3,328
1,934

49,817

14,014
3,646
17,660

“Other current tax credits”, due within 12 months, are mostly made up of creditsfor VAT, IRPEG and

sales taxes.
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“Prepayments and accrued income” are made up as follows:

Thousands of euros 30/06/2006 31/12/2005
Accrued income 18 73
Insurance 2,297 1,282
Instalments for the rental of premises 4534 4,192
Other prepayments 2,579 1,999
Tota prepayments 9,410 7,473

9,428 7,546

In more detail, “Other prepayments” of 2,579 thousand euros (1,999 thousand euros at 31 December
2005), consist of advances of 1,208 thousand euros for promotion expenses, maintenance instalments of
407 thousand euros and rentals of 268 thousand euros.

“Advances to suppliers” of 5,001 thousand euros (3,099 thousand euros at 31 December 2005) consist
mainly of advances made for profession consultancy, promotion expenses and VAT to be paid to the
customs authorities for imported goods.

The increase in “Other” current assets of 3,212 thousand euros (1,934 thousand euros at 31 December
2005), refers principally to insurance receivables for 895 thousand euros (321 thousand euros at 31
December 2005) and guarantee deposits repayable within 12 months of 909 thousand euros (366
thousand euros at 31 December 2005).

Non-current assets

“Other” non-current assets relate principaly to other tax credits of 8,778 thousand euros (14,014
thousand euros at 31 December 2005) due after more than 12 months for VAT refunds requested by
Bulgari S.p.A. (for 5,791 thousand euros) and Bulgari Gioielli Sp.A. (for 2,206 thousand euros),
including the accrued interest on the capital.

In addition, this item includes other credits due after more than 12 months amounting in total to 3,387
thousand euros, net of a provision for bad debts of 1,738 thousand euros, principally relating to a non-
interest bearing loan made to Bulgari South Asian Operations Pte Ltd. to finance the Bulgari brand
storesin Beijing and Shanghai which were initially run by third parties.

14. Cash and bank balances

Thisitem may be analysed as follows:

Thousands of euros 30/06/2006  31/12/2005
Bank deposits 45,254 25,882
Cash and cheques 1,240 1,380
Overdrafts (466) (577)

46,028 26,685
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