Sales EBITDA Operating cash flow before
exceptionals and financing

€101/m €203m €27/m

+8% +19% +108%

¢ Improve Days Sales ¢ Increase profitable volume * Reduce factory run rate costs
Outstanding (DSO) ¢ Introduce new sales practices e Increase sourcing productivity
¢ Reduce inventory * Reduce complexity in components
¢ Improve Days Payables
Outstanding (DPO)

Lean working capital 2 Sustainable profitable growth 1 Productivity improvement

Mix and margin improvement Lean overhead processes
® Improve product mix * Build demand led organisation
¢ Reduce unit costs

¢ Introduce new manufacturing
processes
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Performance review

Primary plant cost reduced from €225mto  Net working capital reduction from 99 days to

€202m 48 days

\ 100/0 reduction 500/0 reduction

Sustainable profitable growth

Revenue generated Revenue generated Revenue generated
O from products O from products O from new products
launched in the launched in the O less than a year old

last 3 years last 2 years

New products
launched in 2007







EBITDA

€203m

+19%

Operating cash flow before
exceptionals and financing

€277/m

+108%

2007/: A record year

In 2007 we delivered on our promise of creating a
sustainable demand-driven global company. We are now
reaping the benefits from the successful implementation
of our Fit for the Future strategy: profitable growth,
restructuring and leaning of our costs and optimised

cash efficiency. Today, GROHE is on its way to developing

a winning culture.

2007 marked another year of good results.
Sales broke €1 billion for the first time, and
operational profits also broke €200 million.
Our lean cash management programme
advanced net working capital by 50%
and increased operating cash flow before
exceptionals and financing by 108%

to €277 million.

We are confident that our Fit for the Future
strategy has provided the necessary
foundations to continue our profitable
growth trajectory. At the same time,

it has improved our operational performance
by starting to embed lean processes
throughout the company.

The changes we have brought about over
the last three years have strengthened
GROHE's position as global leader in our
industry. GROHE's single global brand,
accounting for over 90% of our sales,
continued to generate high levels of
awareness and loyalty from consumers
and customers alike in our developed and
international markets. Our single brand, our
internationally recognised in-house design
team and our talented sales and marketing
teams, are producing exciting growth
opportunities across the world.

The first half of 2007 was marked by high-
growth in the Middle East, Eastern Europe
and South East Asia where we achieved
high double-digit revenue growth compared
to the same period in 2006. In the second
half we delivered better performance across

the board as new products and sales
performance activities became embedded
in the markets.

Particularly in Germany and in the US,
we believe that we have been able to
grow our market share despite a very
challenging market environment which
was characterised by a high degree of
uncertainty related to the weakness
of the housing markets.

Despite these signs of an economic
downturn in some of our key markets, we
are cautiously optimistic that our growth
will continue in 2008 and beyond because
the underlying global socio-economic trends
that are driving demand in the sanitary
fittings industry are fundamentally sound.

We further strengthened our regional reach
throughout the year by opening up new
offices in the Czech Republic, Uzbekistan,
Ukraine, Kazakhstan and India. At the
same time, we are restructuring our sales
functions in many markets so that it matches
our distribution network more closely.

Throughout the year, cost savings
were generated thanks to the ongoing
restructuring of our teams and factories
and the continuous implementation of
our Plant Full Potential programmes.
Efficient cost restructuring has enabled
us to offset a major part of the
considerable rises in cost of our main
raw materials, particularly brass.
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Revenue
€ million

05 865

06 939 12%

Five strategic priorities delivered

In our 2006 Annual Review, | talked to
you about our five main strategic priorities:
lean working capital, sustainable profitable
growth, margin improvement and
productivity improvement and, finally,
lean overhead structures.

During 2007 we made considerable
headway in these areas and achieved, if not
surpassed, our objectives. This has given
us the confidence to establish and meet
even more ambitious targets for 2008.

1. Lean working capital

We have implemented measures aimed
at fundamentally improving our working
capital structure. This has involved freeing
up additional cash from our supply chain,
particularly from inventory, as well as
from payables and receivables in order

to ensure cash-positive growth. Thanks
to our initiatives which tackled Days
Sales Outstanding (DSO), Days Payables
Outstanding (DPO) and inventory, we
have delivered significant improvements
in cash generation.

Days Sales Outstanding (DSO) - We
have enhanced our internal order-to-cash
processes to deliver efficient error-free
invoicing. We have also negotiated more
favourable terms with our customers.
These activities have improved cash
availability.
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Days Payables Outstanding (DPO) — We
have optimised our selection of suppliers
and negotiated more favourable payment
terms. We have also expanded our Vendor
Managed Inventory (VMI) system, leading
to less own inventory.

Inventory — We have reduced inventory
across our entire value chain. We have
made our scheduling practices more
efficient through optimised scheduling
parameters, shorter transition and lead
times and more economic lot sizes.

2. Sustainable profitable growth

GROHE generated sales growth of 8%

in 2007 with total sales surpassing the

€1 billion mark for the first time. Sales
increases were fuelled by double-digit
growth in several key markets, including
the Middle East, South East Asia, Eastern,
Northern and Southern Europe, and India.
We had sales growth in all our product
categories, and in all regions.

The cost of brass and its raw materials —
copper and zinc — rose considerably in 2006
and continued to pose a big challenge for
our industry in 2007. Despite efforts to
cover the increased cost by hedging and
further cost reduction and efficiency gains,
we had to pass on parts of the cost
increases to our customers.

In 2007 we continued to improve our sales
and marketing practices. New practices
were developed and implemented
throughout 2006 that delivered significant
benefits through 2007. These included new

07 1,017 8%

product promotions and brand positioning,
as well as systems and incentives in
account, field and project management.

3. Margin improvement

Our goal is to continuously improve our
product value propositions by offering on
the one hand, products with an improved
value to our customers, and on the other
hand, products with an improved gross
margin. We have improved our margins
through a range of initiatives aimed at
reducing product unit costs. We have taken
compensatory measures in those markets
with relatively weaker product mixes by
adapting our product portfolio and our
marketing mix to shifting market trends.

In order to drive down unit cost we have
successfully launched and implemented
design-to-cost programmes for our major
product lines. Key measures include
operational improvements in our plants
aimed at speeding up process steps,
lessening the need for reworks through
more stable processes, increasing
process automation and creating greater
economies of scale.

We have reviewed our existing supplier
relationships and, where necessary,
renegotiated price or sought relationships
with new suppliers. At the same time, we
are constantly looking at ways to reduce
costs through producing better designed
products that leverage innovations in our
manufacturing processes.



Operational EBITDA
€ million

4. Productivity improvement

Thanks to our Plant Full Potential
programmes, breakthrough improvements
have been made to the physical flows
within the plants, and also to the flows of
goods in transit to and from our plants and
across our global distribution network. At
the same time, we have started to enhance
our forecasting capabilities and have overall
been able to keep our inventory at lower
levels than ever before.

We have continued to improve factory
cost and throughput — the amount of days
required to manufacture a product — with
significant investments in our German
plants; Hemer, Lahr and Porta \Westfalica.
This has included automation, greater line
dedication, a more efficient lay-out of
factory processes with physically shorter
material and product flows, and changes
in the allocation of certain products to
particular plants.

The introduction of the lean GROHE
concept in the plants was implemented
through the global roll out of our Plant
Full Potential programmes in 2007. With
an average reduction of 10% of primary
plant costs (excluding raw materials),
we have been able to exceed our initial
targets. These savings are related to
labour, energy, and indirect spend such
as external services, lubricants and
other consumables.

Operating cash flow before exceptionals
and financing
€ million

05

Increased sourcing productivity — In addition
to improving our own operations, in 2007
we also identified a number of actions to
improve sourcing productivity in order to
mitigate the impact of brass cost increases.
These included design-to-cost actions,
price negotiations with suppliers and the
extension of regional sourcing closer to our
manufacturing plants. Furthermore, we
benefited from the rollout of our regional
sourcing activities in Asia Pacific which we
had initiated in 2005/2006 and where we
captured the full ramp-up benefit in 2007.

Reducing complexity in components — By
continuing to standardise many of our most
commonly used parts and components
we have further reduced costs and could
benefit through economies of scale from
a more efficient manufacturing process.

5. Lean overhead structures

An important element of our lean overhead
strategy was the ongoing global rollout
and harmonisation of our information
technology systems with the migration
to SAP R/3 at all of GROHE's foreign
subsidiaries in 2007, which will be finished
in 2008. An important milestone towards
further improving the way we work
together was the opening of our new
corporate centre in DUsseldorf in
November 2007, where the majority

of our management, administrative and
support functions will be based.

Besides speeding up key processes, the
move will provide immediate additional
benefits such as improved access to new
talent and proximity to an international
airport. Furthermore, the consolidation of
our Hemer and Menden satellite locations
began in 2007 and will conclude in 2008,
enabling us to co-locate functions that
had in the past been managed from
various different satellite operations.

GROHE Annual Review 2007 05



Profile

CEOQO's review (continued)

Strategic objectives

Our vision is to remain the leading global
premier brand for water technology
products while continuing to grow our
market presence. We will achieve this by
putting consumers and customers at

the heart of our decision-making process
and focusing on our five objectives.

1. Leveraging the GROHE brand

We will continue to strengthen the GROHE
brand through our brand strategy. Our
single brand strategy aims to further
increase brand awareness in both our
established and emerging markets while
strengthening our customers’ preferences
for our products.

2. Demand-led innovation

We aim to deliver the freshest portfolio of
products in the industry through an ongoing
‘demand-led innovation’ process that
increases product appeal while improving
time-to-market and throughput efficiency.

Our innovations seek to improve our
customers’ lives through providing
moments of pleasure that arise from the
rituals of everyday life: the perfect shower;
the perfect bath; the perfect refreshment
or the perfect cooking experience. GROHE
delivers the perfect water flow, guaranteed.

\We also seek to enhance customer utility
through new functions and features. Many
of these are water and energy saving
solutions or innovations that facilitate the
installation process and optimise the use
of bathroom space.

In line with this strategy, 27% of our sales
in 2007 came from products less than two
years old. We launched 50 new product
lines, compared to 20 in 2006. This enables
us to increase our focus on faster-growing
and higher-margin products.

06 GROHE Annual Review 2007

3. Capitalising on growth opportunities

We constantly seek to identify and benefit
from new growth opportunities in both
our developed and international markets.
An increasing demand for new styles,
functionality, better water efficiency and
the effective use of bathroom space are key
market drivers of our advanced markets.

We have significantly broadened our
presence in North America, with the
introduction of seven local style products
and by growing our project business. We
also expanded our business in international
markets in Eastern Europe, the Middle
East, South East Asia, India and China,
with an extended network of subsidiaries
and offices, while continuing to explore
new markets for our products.

4. Lean management and production
Following our lean transformation
programme which started in 2005, we
have continued to improve our operational
performance through various lean
management and lean production
initiatives. This focus encompasses
everything we do, from procurement
and production, through to distribution
and delivery and finally to our sales and
administrative processes.

We have consistently improved our
operational performance with the
standardisation and modularisation of
product components.

We also continue to invest in the
optimisation of our production processes
and in our ability to manufacture even more
technically complex products. In Hemer,
we have shifted to a demand-led factory,
which has reduced throughput time from
22 to four days. These investments have
increased our production capacity and
flexibility whilst taking down unit cost.

Today, GROHE enjoys the cost benefits
of being a company with a truly global
footprint, with factories in Germany
Thailand, Canada and Portugal. All deliver
the same GROHE standards of quality
and reliability.

Our global sourcing team of expert
procurement specialists is represented
worldwide and continues to ensure
GROHE gets its sourced parts and
components at the right quality and cost.

In 2007 GROHE met and exceeded its
cost savings targets through GROHE
Lean Cash Management. In 2007 we
generated €277 million in operating cash
flow before exceptionals and financing —
up 108% vs 2006.

5. The right team

We have invested significantly in the quality
of our management, operations and sales
teams at all levels. We further upgraded
our talent base in 2007, with senior hires
from some of the world’s most successful
companies, and by constantly developing
our internal talent base.

At the same time GROHE has continued
to roll out its human resources framework
designed to instill a sustainable high
performance culture. Our goal is to clearly
link this culture to rewards, implementing
coaching and training designed to bring out
the full potential of our people.

Our employees represent our brand and our
reputation. We therefore strive to maintain
a knowledgeable, stable and motivated
workforce, increasing the satisfaction levels
of our customers who they interact with

on a daily basis. | look forward to working
closely with our team to implement our
strategy in 2008 and beyond.



Code of business conduct

Risk control and compliance remained at
the heart of GROHE’s mission in 2007 and
were continuously monitored by our global
audit function. We make it our goal to
ensure all our senior managers and relevant
personnel have the training and support
they require to ensure compliance and
manage risk effectively in their areas

of responsibility.

The GROHE code of conduct, introduced in
early 2007, has been successfully rolled out
throughout the entire organisation and has
become deeply embedded in our corporate
culture. We have a zero-tolerance approach
to misconduct and strive to ensure that it

is consistently applied throughout the
organisation worldwide.

We have experienced an EU-wide
investigation into the sanitary fittings
industry, in connection with enquiries
of alleged cartel law-infringement
through to 2004, prior to current
ownership and management. \We are
co-operating fully with the investigation,
evaluating its objectives carefully and
will respond as appropriate.

Sales by product
€ millign

1. Bathroom Fittings 397.3

2. Showers & Shower Systems 320.6
3. Kitchen Faucets 131.8
4. Sanitary#Systems 138.3
5. Other GROHE products 28.7

Total GROHE Sales 1,016.7

Looking ahead

In 2008, we face an uncertain world
where we see many opportunities to take
market share. We will continue to meet
our ambitious targets and focus on our
strategic priorities. VWe will drive our sales
forward and generate new levels of cash

in 2008 and 2009, while further improving
our gross and EBITDA margin. We look
forward to expanding our long-term
relationships with customers and suppliers
and to investing in our business, our
products and our people. We are confident
that our business strategy will deliver
success, growth and long-term profitability.

Even as we look back on a good 2007,
we are also mindful of the challenges and
opportunities that lie ahead. | would like
to take this opportunity to thank all of our
talented employees for their dedication
and commitment and to share my
optimism that our performance in 2008
and beyond will be just as inspiring.

David J Haines
CEO & Chairman of the Management Board

Sales by region
€ million

1. Other European

2. Germany

3. Middle East and Asia

4. Americas
Total GROHE Sales
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Our winning team

David Haines

Chief Executive Officer and Chairman
of the Management Board

Year appointed: 2004

David J. Haines is Managing Director
of GROHE Holding GmbH and GROHE
Beteiligungs GmbH. He has been Chief
Executive Officer and Chairman of the
Management Board of GROHE AG and
its predecessors since September 2004.

Hans-Gerd Fuichtenkort
Executive Director of Global Sales
Year appointed: 2005

Hans-Gerd Flichtenkort joined GROHE
as Executive Director of Global Sales in
May 2005. For the five years prior to
joining GROHE, he was Managing Partner
of Dr. Rochus Mummert & Partner and
owner of his own consulting firm.
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A key part of GROHE's recovery has been to revitalise our
management team by hiring leading talent with valuable
experience from across the business spectrum.

We have a proven and multi-national leadership that
is driving GROHE to compete on the global stage
with world-class lean efficiency. WWe have installed
new business processes and systems to support
and improve decision-making.

Thorsten Knopp
Chief Financial Officer
Year appointed: 2007

Thorsten Knopp joined GROHE as

Chief Financial Officer in February 2007.
Prior to joining GROHE, Thorsten held
senior positions at Diageo plc (2002-2007)
and Procter & Gamble Inc. (1989-2002).

Gerry Mulvin Detlef Spigiel

Chief Marketing Officer Executive Director of Personnel

Year appointed: 2004 Year appointed: 2000

Gerry Mulvin joined GROHE as Detlef Spigiel joined GROHE in August 2000.

Chief Marketing Officer in September In November 2006 he took up his current

2004. Previously, he was a Partner position as Executive Director of Personnel.

at the management consulting firm Detlef has held various R&D and operations

Bain & Company (1995-2004). positions in the automotive industry prior to
joining GROHE.
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Profile
The sanitary products industry

Demand for sanitary products is growing worldwide.

This is driven by sustainable factors including rising
disposable incomes, accelerating urbanisation in
emerging markets, upgrading and modernisation
of housing and commercial properties in developed
markets. In developed markets the return on
investment of high quality kitchens and bathrooms
remains good. At the same time there is increasing
concerns on water scarcity and wasteful use of
water which will increase demand for responsible
water consumption.
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A €55-billion industry

We estimate the total value of the global
sanitary products market in 2007 at around
€55 billion. Of this, bathroom equipment
products such as bath tubs and shower
cubicles accounted for approximately
€25 billion. Sanitary technology products
were worth around €17 billion and sanitary
fittings such as faucets and showerheads
approximately €13 billion. We estimate
the market for water technology products
worldwide in 2007 at around €15 billion.

Geographically, sales in Europe accounted
for around 36% of the global total, followed
by North America (28%) and the rest of
the world at approximately 36%. However,
growth markets such as South East Asia,
China, Russia, Eastern Europe,

South America, the Middle East, Africa
and north Asia may account for almost
half of the total market by 2012.



Sanitary industry demand (Western Europe)
By volume ‘000 pieces

© New residential
O New commercial
0O Residential R&R

0 Commercial R&l

Drivers of growth

The global market for water technology
continues to grow strongly. This can be
attributed to four sustainable factors:
growth of gross domestic product (GDP)
in emerging markets; sustained inflation;
urbanisation and modernisation.

Other trends driving the strong growth
of the global industry include:

e growing concern about climate change
and water scarcity, which is fuelling a
demand for innovative products that
better conserve water and save energy;
more awareness of design and an
improved product mix offering features
such as thermostatic control of water
temperature;

the growing importance of wellness,
fitness and beauty combined with the
emergence of a new bathroom culture
as a refuge and recreation centre;

more intensive use of limited bathroom
space and a greater number of water
outlets per household (for example,
showers in addition to bathtubs);

an ageing population requiring more
barrier-free products;

an increasing number of households and
secondary dwellings;

a reconstruction boom in Eastern Europe
and rising disposable income of emerging
middle classes; and

increasing differentiation of end-user
demands and needs, such as low price,
quality value for money, appealing design
and brand security.

90
80

92 93 94 95 96 97 98 99 00 01

Sources of demand

Demand for sanitary products is largely
driven by private households replacing or
renovating bathrooms and kitchens. This
makes up about 70% of global purchases.
Project business, such as new construction
activities, is more cyclical in nature and
accounts for the remaining 30%.

The decision to buy sanitary products for
private or residential purposes is typically
influenced by end-users, installers and
showroom sales personnel, while decisions
for larger scale projects are commonly
made by planners, designers, architects
and builders.

The vast majority of the distribution of
sanitary products — around 75% — is still
via traditional channels of sanitary
wholesale merchants selling to installers
or retailers. Professionals in this channel
are characterised by a high level of loyalty
to trusted brands they are familiar with
in their everyday work.

Social trends
We predict four mega-trends will influence
the industry in the future:

Health and wellness

Consumers increasingly believe good health
is linked to a good diet — as can be seen
by rising demand for organic products and
health-promoting ‘functional’ foods — and
better personal hygiene. In turn, bathrooms
are no longer merely functional spaces,
but a refuge from everyday stress, while
kitchens have become a central social hub.

02 03 04 05 0607

Convenience

The demand for time-saving products is
growing. Consumers are not only buying
more convenience foods, but also wanting
more convenient options for personal and
home care, and more convenient shopping
channels.

Rising social conscience

Consumers are more ethically aware,
they are recycling more and there is greater
demand for ‘Fairtrade’ and ecologically
friendly products. There is growing concern
about global warming. As such consumers
are seeking innovative designs and
technology to conserve energy and

save water.

Improved experience

Consumers want to enjoy an ‘experience’
and are converting rooms and spaces
within the home accordingly, for example
bathrooms have evolved into centres of
personal retreat. Ambience, shapes,
materials and enhanced functions are
increasingly important.

Finally, the pace of consolidation within
the global sanitary industry is accelerating
as manufacturers and wholesalers seek
greater economies of scale. We believe
this consolidation offers opportunities
for growth among high-performing
manufacturers like ourselves who have
an established premium brand name,
global distribution capabilities and long-
standing relationships with wholesalers
and trade affiliations.
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Understanding our business

The GROHE brand is synonymous with quality,
technology, and innovative design and is preferred
by architects, designers, plumbers, wholesalers,
retailers and consumers worldwide.

The growth GROHE has experienced over the last
two years is expected to continue, driven by four
key sustainable advantages.
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Brand

Since 1948 we have manufactured

and supplied high-quality bathroom and
kitchen fittings and we are renowned for
our commitment to German engineering
and innovation. Our product lines are
consistently updated to meet the
demands of evolving consumer needs.

Our advanced design and cutting-edge
technology reflect the evolution of
bathrooms and kitchens from purely
functional spaces into lifestyle statements.
GROHE water technology products
address a growing emphasis on personal
hygiene, fitness and well-being, as well as
increasing concern about the rising cost
of water and the effect of climate change
on water supplies.

We listen to what the consumer wants and
our industry-recognised in-house designers
respond accordingly. The GROHE portfolio

is consistently refreshed and renewed, with
50 new products added in 2007. This gives

us the freshest portfolio in the industry.

The superior quality, technology and design
of our product lines strengthen our brand's
appearance and cements GROHE's
reputation as an innovative leader in the
global sanitary industry.




Market

The global sanitary products industry falls
into three categories:

e bathroom equipment, such as bath tubs,

ceramics, shower panels and enclosures;

e sanitary fittings, such as bathroom and
kitchen faucets and showerheads;

e sanitary technology, such as flushing and
installation systems and water pipes.

GROHE products cover each of these
three categories. Our products, which
we refer to as 'water technology products’,
handle water at all water outlets in
residential bathrooms and kitchens, as
well as in commercial, industrial and
institutional sanitary installations.

Over 90% of our sales are from products
marketed under the GROHE brand,
making us the world's largest single-brand
manufacturer in the sanitary fittings
industry. In Europe we are the market
leader for sanitary fittings in Germany,
France, the Benelux and Austria, as well
as in Russia and many Middle Eastern
countries. In the United States and Japan
we hold leading positions for our
European-style sanitary fittings. Around
84% of our sales are generated outside
of our German home market.

Our biggest growth markets are in

the Middle East and Eastern Europe,
where sales increased by 24% and 20%
respectively in 2007. In Asia sales were
9% higher, and 12% up in Europe.

Sales by product

%

1. Bathroom Fittings 39
2. Showers & Shower Systems 31
3. Kitchen Faucets 13

4. Sanitary Systems 14
5. Other GROHE products 3

Product

Our up-to-date product portfolio follows
a strategy of demand-led innovation and a
25% renewal rate of products every two
years. Last year, 54% of our sales were
from products less than three years old,
compared to 17% in 2004.

We have five strategic product groups:
Bathroom Fittings; Showers & Shower
Systems; Kitchen Faucets; Sanitary

Systems; and other GROHE products.

Our bathroom division is our largest and
includes a wide range of premium bathroom
faucets. Sales of our bathroom products,
which accounted for 39% of our total sales
in 2007, were 10% higher in 2007.

Sales of our kitchen faucets, which include
single-lever and two-handle taps aimed at
the premium residential market, rose 8%
in 2007.

GROHE sanitary systems such as electronic
flush toilets and urinals and speciality
electronic fittings grew 8% in 2007, and
our market-leading range of showers

and shower systems was up by 6%.

Our distributors, installers and consumers
value the durability of our products and the
long-term availability of spare parts. They
appreciate the simple, intuitive installation
and operation of our products.

Sales by region

%

Channels

Traditionally our products are sold primarily
to wholesalers. They sell them to
professional customers, such as retailers
and installers, who in turn sell them to
residential and commercial end-users.
Only a small portion is sold directly to
consumers through upmarket showrooms
and boutiques in some countries.

However, the consolidation of the
wholesale market and pluralisation of retail
formats such as discounters, is leading to
more direct distribution.

To keep GROHE at the forefront of the
industry, all products are subject to ongoing
development to improve their performance.
These improvements in terms of technology,
quality and design add value for professionals
and consumers and clearly differentiate
GROHE faucets, fittings and installation
systems from those of our competitors.

The fundamental aim of our sales and
marketing strategy is to reach all decision
makers responsible for the purchase of
sanitary products, including private and
commercial end-users, plumbers, installers,
showroom sales personnel, planners,
architects and wholesalers.

\We have a comprehensive sales and
marketing framework in place to address
these target customer groups, and have
reorganised our sales teams to identify and
respond to consumer demand in different
markets around the world.

1. Other European

2. Germany

3. Middle East and Asia

4. Americas
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Profile
Our brand worldwide

GROHE's global brand — built on a combination of
outstanding quality, technology and design — provides
us with an invaluable edge in the market.

GROHE




Single brand strategy

We are leaders in the €13-billion ‘water
technology’ segment, with the largest
worldwide sales under a single brand.

We achieve the highest proportion of sales
outside our domestic markets, making us
the most diversified brand in our industry.

This means that wherever in the world
our products are, our customers and
consumers see the same brand.

A strong, clearly differentiated global brand
is especially important in the kitchen and
bathroom renovation market, which
accounts for 70% of our business. As
people spend more on their bathrooms and
kitchens, they seek more reassurance that
the products they invest in are reliable, built
to last and will fit their interior design.

Our single brand strategy is also essential
as the global sanitary products industry
consolidates.

Driven by the worldwide convergence of
bathroom habits, patterns and styles, the
landscape favours strong global brands.
A small number of companies and brands.
backed by a global manufacturing footprint
and supply chain, is emerging.

Our brand delivers that reassurance.
GROHE products are frequently mentioned
by developers and designers for their high
quality, durability and good design.

This single-brand focus provides clarity for
our customers and allows us to build the
value of the GROHE brand more effectively
by focusing our marketing investment.

One strong brand allows us to connect
with them all. We strengthen the
connection by focusing on the ‘usage’
benefits of GROHE compared to the
competition, such as offering perfect water
control, enduring quality, performance
and style and the most reliable faucets
and showers in the world.

Customer preference

GROHE is one of the most preferred
brands in our industry. For example the
University of Gottingen in collaboration
with a market research agency tested
our RainShower, Movario, Relaxa and
Tempesta showers with over 400 families.
The results showed that 76% preferred
these to their previous showers.

Market research in 2007 and in the
beginning of 2008 amongst installers,
showroom managers and architects
in five core European markets and the
US showed an outstanding level of
professional recommendation for the
GROHE brand.

Recommendation also stems from the
prestigious locations where our products
are installed, such as The Grand Hyatt Hotel
in Dubai, the Kunsthalle in Graz, the
ZhongGuanCun Financial Center in Beijing.

Water in perfection

The GROHE brand strategy aims to
connect with and satisfy the needs of our
four key audiences by ensuring GROHE
has clear brand benefits.

Our brand essence is based on GROHE
being more than just a product, but an
experience. We are global water technology
experts, delivering the perfect water
experience through our superior quality,
technology and design.

To convey this, GROHE's marketing

in 2007 built on a "Water in Perfection’
theme. Linking the perfect water
experience with the underlying technology
of GROHE's products.
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Introduction




Primary plant cost reduced from €225m to

€202m

1 OO/O reduction

Net working capital reduction from 99 days to

438 days

50 Cyo reduction

Performance review

2007 was another record year for GROHE, with sales
surpassing the €1 billion mark for the first time to
reach €1,017 million, up from €939 million in 2006.
This represented approximately 8% growth, fuelled
by double-digit growth in many markets and strong
growth across all product ranges.

We also achieved significant improvement of EBITDA,
from €171 million in 2006 to €203 million in 2007, an
increase of 19%. Operating cash flow before exceptionals
and financing raised by €144 million to €277 million.

The increased cost of brass continued

to have an impact in 2007, however the
successful implementation of a price
increase in January together with sourcing
cost reductions and a significant reduction
of primary plant cost resulted in above-
average profitable growth. 2007 was also
particularly successful on an international
scale, as GROHE continued to penetrate
global markets. Most of our markets saw
double-digit growth, with the Middle East
reaching 24%. We were also successful in

developed regions, increasing our share
in flat markets. Thanks to our ongoing
successful restructuring, we are embarking
on a lean transformation programme,
increasing discipline and attention to
detail embedded throughout the company.
In 2007 we achieved sustainable and
profitable growth driven by a multitude
of positive factors. Looking ahead, we
will build on these solid foundations to
continue the globalisation of our brand
and our future sustainability.
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Performance review

Sales

In 2007, GROHE achieved sales in excess of €1 billion
for the first time. We increased our market share across
all world regions, with 84% of sales generated outside
our home market Germany. We achieved growth across
all our product ranges and further strengthened the
professionalisation of our international sales force.

Revenue
€ million

865

939 12%

1,017 8%
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GROHE Bathroom Fittings

GROHE Showers & Shower Systems
GROHE Kitchen Faucets

GROHE Sanitary Systems

Other GROHE products

Total

Sales

We achieved growth in sales in 2007,
increasing 8% to reach €1,017 million
compared to €939 million in 2006.
Throughout 2007 we continued to build
on the sales turnaround we had achieved
in 2006, with a successful first half of the
year followed by even greater success
in the second half. November 2007 saw
an all time high of monthly sales in
GROHE history.

This growth was partly driven by

the benefits of our enhanced sales
processes, where we made significant
improvements in account management,
field management and project
management. These improvements
had been developed and implemented
throughout 2005 and 2006, and
continued to be enhanced in 2007.
Hence 2007 was the first year GROHE
experienced the full benefits of these
New processes.

We have successfully taken market
share in almost all our markets due

to the professionalisation of our business,
including investment into the sales
force and the implementation of field
management as a base for sales
steering tools.

2007
% of sales
39%
31%

€m
397.3
320.6
131.8 13%
138.3 14%
28.7 3%
1,016.7 100%

In 2007, we increased our market share
across all world regions. This international
success was a key growth driver. In 2007,
84% of sales was generated outside of the
home market of Germany, compared to
82% in 20086.

\We were particularly strong in emerging
markets. In Eastern Europe, the ongoing
post-communist reconstruction boom

coupled with strongly growing disposable

income led to continued significant growth.

In the Middle East, demand fuelled by
demographic growth and high oil prices
led to double-digit growth.

In addition, in the Far East, sustainable
growth in large merging and urbanising
markets such as China, India and

South East Asia led to strong growth.

In the two regions where we experienced
low growth due to difficult market
environments — the US and Germany — we
had a strong, promising second half of
the year after our counter-actions gained
traction and we increased market share.

2006 2005
% of sales
37%

30%

€m
322.7
254.8
113.2 13%
114.7 13%
59.9 7%
865.3 100%

% of sales
38%

32%

13%

14%

3%

100%

We also achieved significant growth
across all product ranges. Sales of our
Bathroom product group amounted to
€397.3 million or 39% of total sales, up
from €361.2 million or 38% in 2006.
Sales of our Showers & Shower Systems
amounted to €320.6 million, up from
€302.3 million in 2006. Kitchen Faucets
sales amounted to €131.8 million, up from
€122.5 million in 2006. GROHE Sanitary
Systems amounted to €138.3 million,
up from €128.2 million in 2006. Other
GROHE products totalled €28.7 million,
up from €25 million in 2006.
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Performance review

Costs

Cost of sales in 2007 increased by

€19 million or 3.4%, from €560 million
in 2006 to €579 million. This represents
a reduction of 3 percentage points from
60% to 57% of sales.

Over the past two years, prices for brass
(and its raw materials copper and zinc)
have increased significantly. Resultingly,
our costs for purchases related to brass,
copper and zinc grew by approximately
€100 million since 2006.

This unprecedented hike led to the need
to pass on part of this cost increase, with
an 8% price rise in January. The remainder
was covered by internal initiatives leading
to lower primary plant and sourcing costs.

In 2007 we saw a full-year impact of the
brass cost increase. Towards the end of the
year, brass costs were more or less stable
on a high level.

Manufacturing & production

Our Fit for the Future programmes,
which are part of the World Class GROHE
programme, aim at improving our factory
performance in terms of cycle times,
throughput and cost.

In 2007, primary plant costs declined 10%,

from €225 million in 2006 to €202 million
(normalised excluding December).
Factory run rate in 2005 was €235 million.
These reductions are the result of
continued leaning of the factories,
improved productivity and ongoing
headcount reduction.

20 GROHE Annual Review 2007

During the year, we continued to
improve factory throughput, with strong
investments in our German plants,
particularly in Hemer and Lahr. This has
included a higher degree of automation,
greater line dedication, a more efficient
layout of factory processes with shorter
material flows, and changes in the allocation
of certain products in our global plant
network. This has reduced total cost from
an end-to-end perspective.

In addition, our operations in Albergaria
and Klaeng contributed to our operational
performance improvement. We were able
to further reduce our unit cost and adapt
capacity to better serve increased demand.

Purchasing & procurement

The globalisation programme we started
in 2006 continued throughout 2007. We
have reduced our costs for sourcing parts,
components and services by enhanced
bundling and by transferring more of our
procurement function to lower cost
regions, including Asia.

We have invested significantly in our
e-procurement capabilities and the ongoing
migration of our information technology
systems to SAP R/3 and a central
procurement data warehouse.

Supply chain

We have reduced the number of our
suppliers from 3,000 to approximately
2,100. Our ten largest suppliers
accounted for approximately 28%

and our 40 largest suppliers accounted
for approximately 53% of our total
purchases (including those for raw
materials and non-production materials).

Advertising & promotion

In 2007, our advertising and promotion
spend was at 4% of sales, the same level
as in 2006. This allowed us to build our
global brand and our brand presence in
emerging markets and core markets.

Recent market research demonstrated
that across various geographies and
types of professionals, GROHE is the most
endorsed international brand, occupying
the top endorsement position in 12 out of
18 target groups or market combinations.
GROHE's endorsement is mainly driven by
our unigue combination of product quality,
product reliability and product range,
complemented by appealing product
design and excellent customer service
and lifetime support.

Factory monthly run rate costs
€ million

19.6

17.6 12%

5%




Research & development

In 2007, GROHE's investment in research,
development and design amounted

to €26.4 million, or 2.6% of total sales.
Our investment in research & development
was complemented by an increase in
productivity which allowed us to develop
more products than before and to invest

in new technologies, for example the
digital bathroom.

A key aspect of GROHE's strategy is to
invest continually to ensure a fast rate of
product innovation. In 2007 we launched
50 new products. This ensured that 54%
of our sales is attributable to products
launched over the last three years — up
from 39% in 2006 and 17% in 2005.

General & administration

We held G&A expenditure flat at €26 million
in 2007 versus 2006. G&A expenditure as
a percentage of sales reduced from 3% to
2.6%. Overhead costs were kept largely
flat due to a variety of ongoing measures.
One maijor factor was the global rollout
and harmonisation of our information
technology systems with the migration

to SAP R/3 at all of GROHE's foreign
companies and subsidiaries. The second
was streamlining our back office
processes globally.

Selling expenses increased €7 million or
3.5%, to €216 million from €209 million
in 2006. Selling expenses include costs
related to employee compensation,
marketing and advertising, commissions
and freight. Additional selling expenses
were incurred due to the launch of the
50 new product ranges.

In 2007 we began the consolidation of
our Hemer and Menden satellite locations,
a process which will conclude in 2008.
We also opened our new corporate centre
in DUsseldorf, where the majority of
GROHE's senior management and central
functions will be based. The benefits of
this move include open plan offices, greater
efficiency and access to new talent.
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Performance review
Profitability, Cash & Outlook

Operational EBITDA
€ million

Profitability

Operating profit / EBIT

In 2007, operational EBIT increased by 25%
from €135 million in 2006 to €169 million.
As a percentage of sales, this represented
an increase of 3 percentage points, from
14% in 2006 to 17% in 2007.

Operating profitability / EBITDA

In 2007, we achieved significant
improvements of EBITDA. Operational
EBITDA increased by 19%, from €171 million
in 2006 to €203 million, yielding an
operational EBITDA margin of 20%.

The EBITDA development was clearly
affected by the increased cost of raw
materials, however our counter-actions
ensured our EBITDA growth was still
significant.



Net working capital reduction

Operating cash flow before exceptionals

and financing
€ million

127 €256m

130 €255m o Receivables
® Inventory
O Payables

€132m

Cash

As part of our mission to ensure lean
working capital, in 2007 we delivered
significant improvements in cash
generation through initiatives taken in
Days Sales Outstanding (DSO), Days
Payables Outstanding (DPO) and inventory
management. The aim is to release
surplus cash from our supply chain,
inventory, payables and receivables in
order to ensure cash positive growth.

In order to minimise our DSO period

and achieve optimum cash availability,
internal processes have been restructured
to ensure the most efficient invoicing
procedures are in place. In addition, more
favourable payment terms have been
negotiated with many of our customers.

Regarding DPO, we optimised our selection

of suppliers and renegotiated more

favourable payment terms. We also moved

to a Vendor Managed Inventory (VMI)
system, leading to less own inventory.

We further improved inventory by
improving processes across our entire value
chain, including purchased parts, work in
progress and finished goods. We improved
our scheduling practices through new key
scheduling parameters such as safety stock
levels, better transition and lead times and
more economic lot sizes.

We also made improvements to the
physical flow of goods in transit to
and from plants and across our global
distribution network.

15%

277 B

Outlook

With the major initiatives of Fit for the
Future well underway, GROHE is in

a strong position to further enhance and
build upon improved practices. Operational
efficiency and lean working capital

are deeply embedded throughout the
company, as is a strong focus on tight
cost management. Recent success has
been driven by new products, new sales
performance and increased penetration
of markets around the world.

The aim now is to keep up the operational
momentum which was strong throughout
2007 to further strengthen the brand, and
achieve sustainable and profitable growth.
As part of our performance transformation,
we are becoming a lean and demand-led
company, building a strong global footprint.
Looking to the future, we plan to stimulate
demand further, to accelerate growth and
continue to drive exceptional financial
performance.
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Sustainable profitable growth

Introduction




Revenue generated
from products
launched in the
last 3 years

Revenue generated
from products
launched in the
last 2 years

=

Revenue generated
from new products
less than a year old

New products
launched in 2007

Sustainable profitable growth

At GROHE our operations are driven by consumer demand.
With our transformation into a fully lean organisation we will
be able to achieve sustainable and profitable growth across
all our product lines and our markets.

The process starts with knowing what the consumer
wants. Our insight into global market trends, coupled with
our manufacturing flexibility, allows us to bring innovative,
high-quality products to market regularly and quickly.

We call this dynamic and insight-driven approach to product

development ‘demand-led innovation’.

Our proficiency in design, engineering,
production and quality leads us to improving
success rates and GROHE products

that are clearly differentiated from the
competition. What sets us apart is

our commitment to innovation and our
unique combination of quality, technology
and design.

The accurate interpretation of consumer
needs drives increased demand. GROHE's
commitment to rapid and sustainable
new product delivery is reflected in a 25%
product renewal rate every two years. This
gives us the freshest product portfolio in
the industry. In 2007 we launched 50 new

products. Sales of new products less than
three years old constituted 54% of our total
sales in 2007.

In addition to streamlining our manufacturing
processes, we have strengthened our
international sales team. Our track record in
penetrating new markets is not only based
on the strength of our brand, but also on
our professional sales approach and the
strong relationships we have built with our
customers around the globe. Our consumer-
led approach will drive GROHE to become
the industry's innovation leader and ensure
a sustainable and profitable future.
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Sustainable profitable growth
Design

Outstanding design sets GROHE apart in the sanitary
fittings industry. For us, design means more than just
good looks and a pleasant touch. It is about creating
products that deliver the perfect water experience
throughout their lifecycle.

2007 was another year of design achievements for
GROHE, refreshing its portfolio with over 50 new
products and winning 10 prestigious industry awards.

Red dot design award

‘Best of the best’ — GROHE Ondus velvet

black & white version

German Design Council
K4 sink mixer; Allure basin mixer and 3-hole
wash basin mixer deck; Lineare basin mixer

Design Plus
GROHE Ondus velvet black version

IF Design Award

Allure range; Allure basin mixer; Allure 3-hole
wash basin faucet wall mounted; Rainshower
headshower and handshower




WLl

reddot design award

winner 2007 - best of the best

DESIGN PLUS

b

] R

Philosophy

GROHE follows a clearly defined design
philosophy, based on the belief that good
design surpasses form and function. The
aesthetics of our products make the
promise of superb performance and the
prowess of our engineering delivers that
promise throughout the product’s lifecycle.

Our design is driven by consumer insights,
and a deep understanding of changing
trends. We have developed a specific
GROHE Design Language, built on these
insights, which we consistently apply to
our products. This can be summed up in

three words: Human; Easy and Performance.

We differ from many other manufacturers
by not outsourcing our design to ‘guest’ or
‘signature’ consultants. Instead, we use an
in-house Design Team. This 12-strong unit
applies our Design Language to create a

uniqgue and coherent portfolio of products
that consistently reflect our brand values

of superior quality, technology and design.

It also makes us more market responsive
as our team is able to constantly track
shifts in demand and new styles and
trends. Having a deep understanding of
our manufacturing processes and systems
allows our designers to create products
that are not only relevant and desirable but
that can also be brought to market faster.

Our in-house design capability helps
GROHE lead the market by optimising
the rate and quality of our innovation.
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Leadership GROHE Ondus

GROHE spends a substantial amount of
time identifying and exploring trends. We
visit the most influential design exhibitions
and events to stay ahead of important
changes in consumer behaviour and tastes.

These trends have seen us align our design
efforts around three ‘design movements’
during 2007: Sensual Minimalism; Digital
Revolution and Performance Art.

Sensual Minimalism is a completely new
aesthetic trend. It entails a reaction against
the minimal geometric principles of
minimalism, making it more "human’,
approachable and tactile. It fuses simplicity
with emotion, inviting interaction while
stimulating the senses.

In digital technology, GROHE is helping

to revolutionise the bathroom environment —
a space that has traditionally used only
analogue technology. Digital brings with

it the potential for enhanced convenience
and personalisation, delivering the perfect
water experience.

'Performance Art’ encapsulates our belief
that there is a big difference between
design and styling. Styling is making a
product aesthetically pleasing, while
GROHE works to the principle that a well-
designed product functions as beautifully
as it looks. GROHE's commitment to this
principle is marking it out in the sanitary
fittings industry and has become a key
strategic pillar.

Many elements of these three ‘design
movements' are encapsulated in our
GROHE Ondus range, which has won
more design awards than any other
product in GROHE's history.

This iconic new collection was created
following the GROHE Sensual Minimalism
philosophy — evolving the geometric
boundaries of minimalism in a seductive
form that creates an instant emotional lure.

GROHE Ondus Digital exemplifies the
GROHE Digital Revolution, using digital
interfaces and controls to offer consumers
a personalised and simplified bathing
experience, while also saving water.
Temperature and water flow pre-sets take
digital convenience into the bathroom.

GROHE Ondus also offers architects and
interior designers new solutions. In keeping
with GROHE's practice of demand-led
innovation, GROHE Ondus is made to order
in four colours: VelvetBlack, MoonWhite,
Frosted Titanium and GROHE StarLight®
Chrome. These made-to-order colour choices
demonstrate how GROHE is tapping into the
growing trend of ‘mass customisation’.

GROHE introduced GROHE Ondus to the
trade in 2007, showcasing it at influential
exhibitions such as 100% Design in
London and Salone del Mobile in Milan.
Enthusiastically received, GROHE Ondus has
been rewarded with a clutch of high-profile
awards, including being named ‘best of
the best’ in the illustrious red dot: award.
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Sustainable profitable growth

Quality is what sets GROHE apart. The consistently
high standard of our products in every category and
price range has cemented our reputation as the best
value, premium brand within the sanitary industry.

At GROHE we believe quality is defined by the
highest levels of craftsmanship, outstanding durability,
high levels of functionality, long-lasting design and
convenience of use.

At GROHE we work hard to inculcate quality
everywhere in our business, in the products we
bring to market and in the strategies taking us
into the future.
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Mechanical performance test 2007
Competitor 4
Competitor 3

Competitor2

Position

Products that last a lifetime

When it comes to quality we do not
compromise. We design our products
to last and we rigorously test them to
guarantee their longevity. This is a core
characteristic of the GROHE brand.

Consumers and trade customers choose
GROHE products because they have a
longer life span, lower maintenance costs,
are reliable and functional. These are the
key factors underpinning our competitive
strength and market share. This is
especially true for the upper mass-market
and top-end sanitary products where the
GROHE brand is particularly strong.

We recognise that at this premium end of
the market, quality is a fundamental selling
point, and an advantage that GROHE has
over its competitors.

For this reason we take quality extremely
seriously. Our modern, global production
network ensures that all our products meet
the same high standards, irrespective of
where they are manufactured. The quality
of our products is assured globally by
external certification according to the
internationally recognised ISO 9001 and
ISO 14001 quality management systems.

TEST 1007
SIMGLE LEVER MIXERS

WINNER

Competitor 1

Gruelling testing

In addition, our internal testing processes
are among the most gruelling in the
industry. None of our competitors invest
as much in product testing and product
life testing.

GROHE products are engineered by the
most experienced designers and research
& development professionals in the
industry and all our products are tested
for a 15-year lifespan. For example, our
kitchen faucets are put through up to
220,000 cycles to ensure they can live
up to the demands of protracted daily
use over their expected lifetime. Our
thermostats, tested to simulate a similar
15-year expected lifespan, go through
50,000 cycles.

These rigorous self-imposed processes
guarantee that all of our products, and their
components, achieve a quality level that is
unsurpassed. We go into every detail.
GROHE quality means even the hot and
cold water markers of the temperature
selector on our faucets must be as legible
after 15 years as on the day it was installed.

GROHE SilkMove® test 2007
Test winner-in life
performance testawith

TUV Sud, Germany:

9 out of 11 criteria
GROHE is 1st

best after 20 years of
simulation in actuation
force, lever play, precision

Consistent quality, worldwide
Thanks to sustained investment in
equipping and managing the quality
control processes in our plants we
can guarantee GROHE quality.

We design and build in quality in every
step of our manufacturing process. At our
plants in Canada, Germany, Portugal and
Thailand, we have invested to improve
quality standards even further. Today,
our quality controllers cannot distinguish
the origin of our products. This global
consistency of quality also applies to

our environmental, health and safety
standards.

Quality is in the very heart of our business.
Ultimately, it is not just about the reliability
and durability of our products. It is also
about how, through GROHE's superior
design and innovation, we add value to
people’s lives and enhance their enjoyment
of water. Building quality into our DNA is
about instilling a quality mindset in all our
people. Everyone at GROHE understands
the heritage of GROHE quality and its role
in sustaining our business.
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Sustainable profitable growth

Technology

The GROHE phllosophy of demand-led innovation, Pushing the boundaries of technology
based on consumer insights, makes us the industry’s Every GROHE product has been designed
. . to meet real human needs and anticipate
Innovation leader. emerging trends. The technology that

lies beneath the beautiful design of our
We strive to push the boundaries of technical excellence at ~ products is how we deliver these benefits,

. surpassing all competition in our industry.
a faster rate than any of our competitors so we constantly

build our international reputation for technical excellence. ~ GROHE's reputation for quality and
leading-edge innovation, in areas such

as cartridges, thermostats and digital
technology means the brand is trusted
more than rivals to introduce new
technologies. Consequently, users
look to GROHE to push the frontiers

of technology.

GROHE is reinventing the bathroom with
technologies that deliver personalised and
perfect water experiences.

This requires boldness, and a realisation
that rivals will try and copy our designs.
However, our aim is to build a sustainable
advantage, by engineering products that
are so technologically advanced they
cannot be easily reproduced.
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GROHE TurboStat®
Always the right temperature.
Reacts instantly to changes

in water pressure.

GROHE StarLight®

Radiant long-life shine due

to GROHE chromium finish
that produces an absolute
immaculate surface that resists
soil and tarnishing.

Digital innovation and convenience
GROHE is renowned for its ground-
breaking work to introduce digital technology
into the bathroom environment. Through
products such as the ONDUS range,
GROHE is using digital to offer enhanced
personalisation, convenience, efficiency
and enjoyment. For years, digital technology
has revolutionised other activities in

the home — such as the way we enjoy
technology and music —and now

GROHE is applying the same principles

of on-demand interaction, intuitive control
and perfect experience to the bathroom,
delivering opportunities for enhanced water
experience not even imagined until now.

As with everything it does, GROHE
pursues new technology for real benefits.
Technology is designed to make life easier
for the user, the installer and to save time,
energy and water. GROHE harnesses
technology to deliver specific advantages
that clearly differentiate GROHE faucets,
fittings and installation systems from
comparable competitor offerings.

These advantages are encapsulated in

six expressions of our unique, proprietary
technology: ‘'The Moments of Truth’. Each
stands for a specific user benefit, and each
is an example of technology that makes
our products demonstrably better than
others on the market. They provide us with
unique selling points for consumers and
set standards for the industry as a whole.

GROHE's unique technology

GROHE SilkMove®

GROHE faucets are known for their
smooth operation. This smoothness
derives from the unique cartridges,
manufactured in-house from an advanced
ceramic alloy and coated with a special
Teflon® lubricant.

As a result, GROHE SilkMove® technology
ensures a lifetime of maintenance-free
comfort and reliability. The smoothest
handling of the lever creates effortless
precision and ultimate comfort.

GROHE TurboStat®

We have increased the sensitivity of
the thermo element and restructured
the internal waterways in our new
thermostats so they react twice as fast
to abrupt changes in water pressure.
They are up to nine times more accurate
in terms of temperature setting than
our leading competitor’s product. With
GROHE TurboStat®, you always have
the right shower temperature, offering
greater convenience, comfort and safety.

GROHE StarLight®

Our dazzling chrome finish is in a class
of its own thanks to GROHE StarLight®
technology. Our chrome-plating process,
refined over the past 70 years, is known
as one of the best finishes in the world.
Its mirror-like sheen is soil repellent and
resists scratches and tarnishing — ensuring
good-as-new looks for years of use.

GROHE DreamSpray®
Perfectly matched nozzles
for a perfect spray pattern.

GROHE CoolTouch®
No risk of scalding yourself
on a hot chrome surface.

GROHE DreamSpray®

GROHE DreamSpray® technology

is at the heart of all our showers. This is
an advanced ‘shower engine’, built from
multiple single parts which efficiently
distribute an equal flow of water to every
single nozzle. The result is a shower
system that combines a second-to-none
user experience with water and energy
efficiency.

GROHE CoolTouch®

Enhanced safety is at the heart of
GROHE CoolTouch® technology,
eliminating the risk of scalding on hot
chrome surfaces. This is especially
valuable for children. GROHE showers
feature an innovative ‘cooling channel’,
creating a barrier between the hot
water and the outer surface so it
never exceeds the temperature of

the shower water.

GROHE Whisper®

For peace, comfort and design freedom,
our concealed cisterns feature GROHE
Whisper® technology. This prevents any
sound being transferred to the structure
of the building when the water is released
from the cistern to the bowl. Increasingly,
designers and fitters want more freedom
in where they can locate the WC. With
GROHE Whisper® the reduced flushing
noise means the WC can be located
without fear of disturbing others.
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Sustainable profitable growth

Blue is the new green. In many parts of the world,
water costs more than oil. Intensive agro-farming in
many regions is making water increasingly scarce.
Today every drop of water counts. At GROHE our
purpose is to ensure that every day and everywhere
we respectfully make use of the world's most
scarce resource: water.

GROHE WaterCare
Five Commitments

R

273 Wate‘o
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GROHE WaterCare

A key aspect of our sustainable business
practices is a commitment to the ecological
and economical use of natural resources
and the protection of the environment.
As a leading player in the sanitary fittings
industry, GROHE puts this commitment
to the natural world at the heart of all
activities. GROHE WaterCare is the
promise we make, together with our
customers, to help protect the world's
most valuable resources.

Around two-thirds of water consumption
in private households is accounted for in
bathrooms with a WC or urinal. As much
as a third of water consumption is flushed
down the toilet. Washbasins and showers
account for another third of household
water consumption, but people routinely
run water in their bathrooms when it is
not needed, sending more wasted water
down the drain.

Today, some 700 million people around
the world are short of water. Although
two-thirds of the Earth is covered in water,
only 2% of this can be used for drinking.
As our population increases and climate
change accelerates, experts predict that
if nothing is done to protect this natural
element, the number of people suffering
from water scarcity could rise to more
than three billion by 2025.

GROHE works every day to provide
solutions to these serious challenges,
and is proud of its responsibilities and
its contribution to the future.

Innovation and expertise

Our dedication to the environment is a key
driver of our innovation efforts, with our
in-house design team constantly developing
water-saving features. Our expertise in
this area is renowned, representing an
important differentiator in the market.

Our research into the latest consumer
demands and market trends has shown
that demand for water-saving devices in
the home is stronger than ever. A recent
survey revealed that saving water is the
most important purchasing criterion for
US consumers.

Better-informed customers expect
companies like ours to use their expertise
to develop bathroom and kitchen fittings
which benefit the environment. All GROHE
products combine great style and ease of
use with responsible water consumption.

Developments like these will become ever
more important and, as industry leader,
we will continue to push the boundaries
of balancing superb performance, economy
and ecology.

Our aim is to combine lifestyle and
enjoyment with intelligent technology
that saves water and energy. By buying a
GROHE product, customers are assured
they can enjoy their experience of water
while acting in an environmentally
responsible way. This benefits GROHE,
the consumer and the environment.

We will strive to make all

our operations carbon neutral in the next
five years. We will maximise our use
of renewable energy and use off-setting

as a last resort.

\We will continue to reduce

all waste from our operations and our
packaging. We wiill recycle an increasing
percentage of our waste and set up

a programme to retrieve and dispose

of old products responsibly.

Our pioneering designs include:

1. Dual flush technology, which allows
users to select between a small or larger
flush and is designed to use 50% less
water than conventional flushing systems.

2. GROHE TurboStat® technology, which
protects water and the environment by
reaching the desired temperature 40%
faster using 20% less energy.

3. GROHE DreamSpray® shower — the
technology that lies at the heart of all our
showers —requires up to 30% less water
to deliver a perfect shower.

4. GROHE SilkMove® helps to save water
through ensuring no leaks occur for at least
15 years.

5. GROHE Digital® — our use of digital
technology in the bathroom is a perfect
example of how our out-of-the-box thinking
is meeting heightened expectations for
premium lifestyle and environmentally
friendly products. With digital temperature
presets, we can help save water by
allowing people to find their perfect
water temperature faster.

In addition, the unparalleled service lifes
of our products, achieved through their
outstanding build quality, means they need
to be replaced considerably less often
than competitors’ products. Over time,
this dramatically reduces waste and the
use of raw materials.

We

will endeavour to source raw materials
from environmentally friendly suppliers
and mines.

We will select

and work closely with suppliers,
investing where necessary to minimise
environmental impact.

We will continue to develop

products to improve the delivery
of pure water in the developing and
developed worlds.
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Sustainable profitable growth

Our code of business conduct and corporate responsibility

GROHE's mission around the world has always been
underlined by our commitment to act responsibly towards
the environment, our employees and our communities.

Our code of business conduct

We have a common code of business
conduct. This is a comprehensive
international definition of the necessary
performance standards of all GROHE
employees. It details how GROHE
employees should treat each other,
customers, distributors and suppliers.

It also describes how we should interact
with local communities and the
environment. All senior employees

are required to read, commit to and
sign our Code.

Our corporate responsibility

GROHE is an ethically and environmentally
conscious corporate citizen and employer.
Throughout our history, we have been
devoted to protecting our most precious
natural resource and nurturing better
relationships with suppliers, consumers
and customers. We run our production
sites with a high responsibility towards
the environment, and consider our ‘green’
mentality to be a fundamental benchmark
of our performance.
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Environment, health and safety
Environmental, health and safety (EHS)
issues are an essential part of our strategy,
oriented to a long-term increase in value.
We are continually improving our products
and processes so that we can also meet
tomorrow'’s environmental, health and
safety requirements.

Already, we comply with the strictest EHS
standards, holding ISO 14001 certification
and working towards the international
standard OHSAS 18001:2007.

Our EHS principles and guidelines apply
to our employees at our plants, corporate
departments and subsidiaries.

GROHE's EHS policy involves a variety
of measures:

¢ \Ve weigh the environmental implications
of all business decisions, and encourage
our business partners to achieve a similarly
high level of awareness.

e All factories are focused on minimising
their carbon footprint. Wherever possible
we are reducing our greenhouse gas and
air emissions, lowering our energy usage,
choosing eco-friendly raw materials and
using efficient transportation methods for
the distribution of our products around
the world.

¢ \We are reducing packaging and have
an extensive recycling programme that
optimises our use of scarce materials.

¢ \\Ve assess suppliers for environmental
and human rights standards. We will
not contribute directly or indirectly to
human rights abuses.

e GROHE employees receive
environmental training in eco-friendly
production practices and waste reduction.

e GROHE products are designed and built
to be sustainable and eco-efficient. Our
faucets are renowned for their 25-year
lifecycles. This is achieved through
precision manufacturing, extensive
testing and long-term availability of spare
parts. None of our competitors invest
as much in product life testing.



Employees

At GROHE, we recognise and encourage
the uniqueness of each employee’s
individual contribution to our business.
Our core values promote transparency and
teamwork, invite challenges and encourage
trust in people. We invest in people
development and want employees to reach
their full potential. We are committed to
full and open communication, and respect
the right of employees to join or not join
unions and other groups that promote
common goals.

In Germany, where we have needed

to restructure our workforce, we have
worked closely with our workers' council
(Betriebsrat) to develop and deliver a
social plan (Sozialplan). As part of this social
plan we minimise the disturbance of
restructuring through offering generous
severance terms and funds for re-training
and re-qualification.

Communities

By being a good corporate citizen, we

aim to make a positive contribution to the
well-being of our stakeholders and to

the economic, social and environmental
sustainability of the communities in which
we operate. \We balance our responsibility
to society and the environment with an
acknowledgment of our right to trade freely
and our expectations to be treated fairly.

Our heritage

1936

Friedrich GROHE leaves his father's manufacturing
business to strike out on his own. He acquires
Berkenhoff & Paschedag, a manufacturer of
bathroom fixtures, based near Dortmund.

The company is renamed after its owner: Friedrich
GROHE Armaturenfabrik. The company, making

kitchen and bathroom sanitary fittings, prospers

in the post-war construction boom.

GROHE acquires Carl Nestler, a manufacturer
of thermostats. This becomes a subsidiary,
GROHE Thermostat GmbH.

GROHE begins expanding internationally,
establishing its first foreign subsidiary in France,
followed by Austria in 1965.

Friedrich GROHE sells a 51% stake in the company
to International Telephone & Telegraph (ITT) of
the US.

The company establishes a subsidiary in the US,
opening an office on the outskirts of Chicago.
GROHE America Inc. was established in 1976.

Friedrich GROHE dies. His heirs buy back ITT's
majority stake. GROHE America launches the
Ladylux, the first pull-out spray kitchen faucet
in the US.

The company goes public, under the name
Friedrich GROHE AG. The GROHE family retains
a majority stake in the company, while the IPO
allows GROHE to finance acquisitions.

GROHE opens a factory in Thailand, followed by
a second overseas plant, in Portugal, in 1998.

GROHE is delisted from Frankfurt Stock Exchange
as the company was acquired in 1999 by a
consortium of investors led by the European
investment firm, BC Partners.

GROHE is acquired by our current shareholders
TPG Partners IV, L.P,, a fund advised by TPG, and
the DLJ Merchant Banking Funds, which is part
of Credit Suisse’s Asset Management Division.

Launch of the ‘Fit for the Future’ strategy.

Implementation of a new global brand campaign
‘Enjoy Water'.

New GROHE headquarters opened at
Feldmuhleplatz, DUsseldorf. Sales exceed €1 billion
and EBITDA exceeds €200 million for the first time.
Six new international sales offices opened.
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Financial summary

Financial statements

Summary consolidated operating information

Year ended 31 December

2007 2006

Note €000 €000

Sales 1 1,016,728 939,189
Cost of sales 2 (5678,930) (5659,820)
Gross profit 437,798 379,369
Research and development expenses 3 (26,441) (27,665)
Selling expenses 4 (216,115) (208,775)
General and administrative expenses 5 (28,468) (27,538)
Other operating income (expenses), net 6 2,113 19,511
Operational EBIT 7 168,887 134,902
Add back depreciation and amortization expenses 8 34,662 36,348
Operational EBITDA 7 203,549 171,250

The accompanying notes are an integral part of this summary consolidated financial information.

Summary consolidated operating information as a percentage of sales

Year ended 31 December

2007 2006
Note % Sales % Sales
Sales 1 100.0 100.0
Cost of sales 2 (56.9) (59.6)
Gross profit 431 40.4
Research and development expenses 3 (2.6) (2.9)
Selling expenses 4 (21.3) (22.3)
General and administrative expenses 5 (2.8) (2.9)
Other operating income (expenses), net 6 0.2 2.1
Operational EBIT 7 16.6 14.4
Add back depreciation and amortization expenses 8 3.4 3.8
Operational EBITDA 7 20.0 18.2

The accompanying notes are an integral part of this summary consolidated financial information.
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Summary cash flow information

Year ended 31 December

2007 2006
Note €000 €000
Operational EBITDA 7 203,549 171,250
Changes in working capital
Change in inventories 17,797 (19,512)
Change in trade receivables and receivables from associated companies 67,478 (15,013)
Change in other provisions & accrued liabilities (2,435) 284
Change in trade payables 16,460 33,335
Effect of FX rate changes on working capital (2,087) (3,179)
Total change in core working capital 97,213 (4,085)
Change in other assets, receivables and prepaid expenses (2,432) 5,802
Change in other liabilities and special items according to German GAAP 13,005 (8,040)
Change in pension provisions 5,577 7,205
Capital expenditures, net of disposals (21,746) (25,855)
Income tax payments (18,420) (13,267)
Cash flow from operating activities before exceptionals and financing 9 276,746 133,010
Purchase of minority interests (1,040) (1,464)
Restructuring charges/exceptional items (57,540) (77,294)
Notional currency adjustment 10 0 (11,030)
Cash flow before financing 11 218,166 43,222
Interest payments, net (87,534) (80,811)
Acquisition and financing related transaction costs and other (22,223) (6,279)
Change in financial debt (42,425) 66,317
Change in cash before effects of foreign exchange rate changes on cash 65,984 22,449
Effect of foreign exchange rate changes on cash (362) (1,040)
Cash at 1 January 57,845 36,436
Cash at 31 December 123,467 57,845

The accompanying notes are an integral part of this summary consolidated financial information.
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Financial summary

Financial statements (continued)

Notes to the summary consolidated financial information

The summary consolidated financial information included
in this report for Grohe Holding GmbH and subsidiaries (the
‘Company’) has been derived from the consolidated financial
statements of Grohe Holding GmbH that were prepared on
the basis of German GAAP. Certain adjustments were made
to eliminate events and transactions that the Company does
not believe to reflect the long-term operating performance of
the Company. The information provided in this report therefore
should neither be construed as being in compliance with
German GAAP nor with any other accounting standards.
Our audited consolidated financial statements prepared in
accordance with German GAAP are available at the offices
of Grohe Holding GmbH.

1. We generate sales from the sale of products from our five
strategic product groups across all sectors of installation,
including residential, commercial, industrial and institutional
uses. In 2006 and 2007, we generated over 90% of our
sales from products marketed under the GROHE brand.

2. Cost of sales includes raw material costs, purchased parts
and direct labour, research and development expenditure,
as well as manufacturing overhead and depreciation.
The primary raw material is brass and brass components.
The primary components of purchased parts are brass
and plastic materials. Certain expenses related to the
restructuring of our business, which are comprised of
consulting expenses, expenses related to the social
compensation plan, expenses for redundancy payments
and other expenses related to restructuring measures
and certain expenses for the clearing up of our inventory
measured at cost, have been excluded from cost of sales
as presented here. Research and development expenses,
normally presented as part of cost of sales in our
consolidated financial statements, have been presented as
a separate line item in this summary financial information.

3. Research and development expenses include employee

compensation, expenses for outside services and include
expenses related to our design activities.

38 GROHE Annual Review 2007

4.

5.

Selling expenses include employee compensation,
advertising and sales promotions, commissions and
freight. Certain expenses related to the restructuring
of our business have been excluded from general and
administrative expenses as presented here.

General and administrative expenses consist of employee
compensation, consulting and legal fees and information
technology related expenses. Certain expenses related to
the restructuring of our business have been excluded from
general and administrative expenses as presented here.

Other operating income (expense), net, as presented here
includes income from associated companies, foreign currency
gains and losses, gains and losses from the disposal of fixed
assets, income from the release of special reserves and other
gains from the release of provisions. Other operating income
(expense), net, as presented here for fiscal year 2006 also
includes a notional currency adjustment of €11.0 million. The
notional currency adjustment relates to our US dollar hedges
for 2006. In order to present operational EBIT and operational
EBITDA, we have included an adjustment for the difference
between the actual rate of US$1.34 per €1.00 resulting
from our foreign currency hedging and an assumed rate

of US$1.25 per €1.00. The adjustment is calculated based
on US dollar denominated sales in an amount of
US$204.3 million from our German subsidiary Grohe AG to
our subsidiaries in the United States, Canada, Singapore and
China and US dollar denominated direct export sales from
Germany to our customers in the Middle East. In addition,
other operating income (expense) as presented here excludes
(i) amortization and depreciation expenses on fair value
step-ups on fixed assets and goodwill recognized in the
consolidated financial statements, (i) expenses related to
acquisitions of subsidiaries and expenses related to financing
transactions, (iii) restructuring charges, and (iv) certain
exceptional and non cash items such as non cash currency
gains and losses resulting from consolidation measures, non
cash expenses and income from the valuation of forward
purchase contracts for materials, non cash expenses from
the write-off of step ups of current assets held for sale

and certain expenses related to legal risks.



7.

Operational EBIT and operational EBITDA are not
measures of a company's financial performance or
earnings and are not recognized under German GAAP
or any other accounting standard. Operational EBIT and
operational EBITDA should not be viewed as an alternative
to net income, operating profit or other measures of
earnings or as an alternative to cash flow from operating
activities or as a measure of liquidity as presented in
the full set of the Company’s consolidated financial
statements. A full set of the consolidated financial
statements of the Company is available at the offices
of Grohe Holding GmbH. We believe that operational
EBIT and operational EBITDA assists in comparing the
performance of the Company on a consistent basis,
without regard for factors that we believe do not reflect
the regular operating performance of our business.

As not all companies do calculate EBIT and EBITDA and
similarly titled financial measures in the same manner, other
companies’ disclosure of EBIT and EBITDA may not be
comparable with Operational EBIT and Operational EBITDA
as presented herein.

Amortization and depreciation as presented here excludes
step-up amortization and deprecation.

Cash flow from operating activities excludes cash
payments that we do not believe to reflect the ongoing
operating performance of our company such as
restructuring expenses, effects from the notional currency
adjustment and the proceeds from the sale of subsidiaries.
We believe that this presentation facilitates a comparison
of our operating cash flow on a like-for-like basis. Cash
flow from operating activities as presented here differs
from the presentation according to German GAAP.

10. Reference is made to Note (7) for a description of the

1.

calculation of the notional currency adjustment.

Cash flow before financing is defined as change in our
cash position before interest payments, net, repayments
of principal and proceeds from the issuance of debt,
and certain cash expenses related to acquisitions and
financing transactions.
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Our global presence

Production plants @
Canada (Mississauga)

Germany:

— Hemer

— Lahr

— Porta Westfalica

Portugal (Albergaria-a-Velha)
Thailand (Rayong Province)

Strategic partners o

Brazil

Sales subsidiaries @

Austria

Belgium

Canada

Czech Republic

Denmark

Eichelberg

France

Germany

Hungary

India

[taly

Japan e ..
The Netherlands

Portugal P
Russia

Spain

South East Asia

Switzerland

UK & Ireland

USA

Branch offices o)

GROME Cyprus
GROME Dubai
GROME Egypt
GROME Greece
GROME Libanon
GROME South Africa
GROME Turkey
Bulgaria

Croatia

Kazakhstan

Norway )
Romania

Slovakia

Sweden

Ukraine




