Einhell Germany AG




Einhell Germany AG, Landau a. d. Isar

Consolidated Statement of Financial Position

to 31 December 2010

Assets

Notes

31.12.2010

31.12.2009

A. Non-current assets

Intangible assets

1. Franchises, development costs,
trademarks, patents, and licences

and similar rights and
values
2. Goodwill

3. Prepayments on intangible assets

Property, plant and equipment

1. Land, leasehold rights and buildings,

including buildings on
non-owned land

2. Technical equipment, plant and machinery
3. Other equipment, fixtures and fittings

and equipment

4. Prepayments and plant and machinery

under construction

Non-current financial assets
Security investments

Other non-current assets

Deferred tax assets

(2.1)

(22)

23)

(26)

24

777.657,30
8.248.594,86
0,00

10.497.433,23
2.971.387,01

3.664.216,05

93.865,61

€

9.026.252,16

17.226.901,90

367.137,87

1.762.320,47

7.205.351,51

1.745.165,54
7.478.179,16
7.446,36

10.754.154,13
3.171.099,99

2.605.097,43

37.286,48

9.230.791,06

16.567.638,03

991.930,69

3.395.977,87

4.007.576,83

35.587.963,91

34.193.914,48

B. Current assets

Inventories

1. Raw materials and supplies
2. Finished goods

3. Prepayments

Receivables and other current
assets

1. Trade receivables
2. Other current assets

Cash and cash equivalents

(2.5)

(2.6)

2.7)

1.063.139,40
92.200.056,91
2.375.407,58

62.487.286,79
15.205.733,16

95.638.603,89

77.693.019,95

44.462.201,86

923.617,30
71.216.095,95
2.428.598,74

48.159.666,38
11.938.866,10

74.568.311,99

60.098.532,48

57.598.457,69

217.793.825,70

192.265.302,16

253.381.789,61

226.459.216,64




Equity and liabilities

Notes 31.12.2010 31.12.2009
€ € € €
Equity
. Subscribed capital (2.8) 9.662.464,00 9.662.464,00
Il. Capital reserves (2.10) 26.676.696,37 26.676.696,37
lll. Retained earnings
1. Legal reserve (2.10) 54.708,23 54.708,23
2. Other earnings reserve 92.881.657,87 92.936.366,10 84.177.294,44 84.232.002,67
IV. Other cumulated equity (2.11) -1.480.208,23 -64.011,46
V. Adjustment charges for foreign currency
exchange -1.160.531,32 -4.653.653,80
VI. Consolidated net income of shareholders
of Einhell Germany AG 16.156.018,01 10.843.339,43
Equity share of shareholders
of Einhell Germany AG 142.790.804,93 126.696.837,21
VII. Minority interests (2.12) 2.243.433,24 2.958.359,37
145.034.238,17 129.655.196,58
Non-current liabilities
1. Non-current financial liabilities (2.13) 41.337.990,89 41.733.486,66
2. Pension obligations (2.14) 1.257.702,28 1.831.131,00
3. Other provisions (2.15) 512.294,45 535.543,42
4. Non-current liabilities (2.17) 2.220.366,89 2.075.436,45
5. Deferred taxes (2.4) 905.572,84 634.456,33
46.233.927,35 46.810.053,86
Current liabilities
1. Provisions for taxes 1.714.803,59 968.611,11
2. Other provisions (2.15) 12.038.495,76 9.052.816,24
3. Current financial liabilities (2.16) 1.133.148,57 420.230,39
4. Trade payables 27.814.042,07 27.530.714,55
5. Other liabilities (2.17) 19.413.134,10 12.021.593,91

62.113.624,09

49.993.966,20

253.381.789,61

226.459.216,64




Einhell Germany AG, Landau a. d. Isar

Consolidated statement of comprehensive income for the period
from 1 January to 31 December 2010

Note 2010 2009
€ € € €
1. Revenues (3.1) 365.434.142,81 315.692.779,09
2. Other operating income (3.2) 10.354.267,10 10.361.086,25
3. Cost of materials
a) Cost of raw materials
and supplies -259.079.889,07 -225.148.576,65
b) Cost of purchased services -516.067,14 -259.595.956,21 -498.885,75 -225.647.462,40
4. Personnel expenses 3.3)
a) Wages and salaries -32.568.589,86 -27.912.340,60
b) Social security, pensions and
other benefit costs -6.040.764,78 -38.609.354,64  -6.060.963,03 -33.973.303,63
5. Depreciation and amortisation costs and other
write-offs on intangible assets,
plant and equipment (2.1) -3.282.016,54 -3.424.875,48
6. Other operating expenses (3.4) -52.834.380,41 -45.006.342,99
7. Net finance costs (3.5) -1.290.703,39 -3.841.509,48
8. Profit from operations 20.175.998,72 14.160.371,36
9. Income taxes (3.6) -4,178.860,25 -3.300.836,37

10. Consolidated net profit

15.997.138,47

10.859.534,99

Allocation of consolidated net profit

Share of shareholders of Einhell Germany AG
Minority interest share

16.156.018,01
-158.879,54

10.843.339,43
16.195,56

15.997.138,47

10.859.534,99




Einhell Germany AG, Landau a. d. Isar

Consolidated statement of income and accumulated earn
for the period from 1 January to 31 December 2010

2010

2009

€ thousand € thousand

Profit for the year 15.997 10.859
Gains/losses from hedge accounting -2.029 -851
Currency exchange differences
(Changes to unrealised gains/losses) 3.571 -172
Gains from sale of securities (available-for-sale) 6 3
1.548 -1.020
Tax items to be directly offset against equity 607 254
Income and expenses recognised directly in equity (after tax) 2.155 -766
Consolidated comprehensive income 18.152 10.093
Share of shareholders of Einhell Germany AG 18.233 10.078
Share of minority shareholders -81 15
Consolidated comprehensive income 18.152 10.093




Einhell Germany AG, Landau a. d. Isar

Consolidated statement of changes in equity
for the financial year 2010

Minority interest CQnsoIi.dated
Share of shareholders of Einhell Germany AG equity
Share of
Other capital and
Subscribed  Capital Legal Other cumulated Currency  Consolidated reserves Consolidated
capital reserve  reserve reserves equity adjustment net profit Total net profit Total
€thousand € thousand € thousand € thousand € thousand € thousand €thousand thousand €thousand €thousand €thousand € thousand

Position on 1 January 2009 9.662 26.677 55 72.159 530 -4.482 14.157 118.758 4.185 799 4.984 123.742
Profit/loss carried forwards 14.157 -14.157 0 799 =799 0 0
Hedge Accounting -596 -596 0 -596
Currency adjustments -171 -171 -1 -1 -172
Available-for-sale securities 2 2 0 2
Dividend payment -2.139 -2.139 -200 -200 -2.339
Other changes 0, -1.841 -1.841 -1.841
Net profit 10.843  10.843 16 16 10.859
31.12.2009 / 1.1.2010 9.662 26.677 55 84.177 -64 -4.653 10.843  126.697 2.942 16 2.958 129.655
Profit/loss carried forwards 10.843 -10.843 0 16 -16 0 0
Hedge Accounting -1.420 -1.420 0 -1.420
Currency adjustments 3.493 3.493 78 78 3.571
Available-for-sale securities 4 4 0 4
Dividend payment -2.139 -2.139 -398 -398 -2.537
Other changes 0 -236 -236. -236
Net profit 16.156  16.156 -159 -159. 15.997
Position on 31 December 2010 9.662 26.677 55 92.881 -1.480 -1.160 16.156 142.791 2.402 -159 2.243 145.034




Einhell Germany AG, Landau a. d. Isar

Consolidated statement of cash flows
for the financial year 2010

2010 2009

€ thousand € thousand

Net cash from/used in operating activities

Profit before taxes 20.176 14.160
+  Depreciation of intangible assets and property, plant and equipment 3.282 3.425
- Interest income -384 -501
+ Interest expenses 2.043 2.539
+/- Other non-cash income and expense 865 489
Operating profit before adjustment of net assets 25.982  20.112
+/- Decreaselincrease in trade receivables -13.397 13.305
+/- Decreasel/increase in inventories -18.358 38.773
+/- Decrease/increase in other assets -468 2.824
+/- Decreasel/increase in non-current liabilities -610 -682
+/- Decrease/increase in current liabilities 5.864 -5.460
+/- Increase/decrease in trade payables -1.539 -7.731
Cash flows from operating activities -2.526  61.141
- Taxes paid -4.041 -7.880
+ Interest received 281 322
- Interest paid -1.375 -2.472
Net cash flows from operating activities -7.661  51.111

Cash flows from investing activities

- Payments to acquire assets -2.806 -4.585
+  Proceeds from disposal of assets 70 142
- Payments for acquisition of investments -292 -2.980
+/- Increase/decrease in goodwill 0 445
Net cash flows from investing activities -3.028 -6.978

Cash flows from financing activities

+  Proceeds from taking out loans 1.133  40.000
- Payments for repayment of loans -816  -44.119
+  Proceeds from minority shareholders 49 132
- Payments to shareholders including minority shareholders -2.537 -2.339
- Payment for liabilities for finance leases -51 -47
Net cash flows from financing activities -2.222 -6.373
Changes to capital funds due to currency exchange -225 -133
Net decrease/increase of cash and cash equivalents -13.136  37.627
Cash and cash equivalents at beginning of period 57.598 19.971
Cash and cash equivalents at end of period 44.462 57.598

Further information can be found under section 6 in the notes to the consolidated financial statements.
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1. Principles and methods used in consolidated finarai statements
1.1 General information

Hans Einhell AG, Landau/lsar, was established omMNd&8mber 1986 and pursuant to a resolution of the
Annual General Meeting of 20 June 2008 changedatse as of 25 June 2008 to Einhell Germany AG. The
Einhell Group (hereinafter the “Group”) manufactirand sells manually-operated, petrol-operated and
electronic tools, metal and plastic products fol¥ Dyarden and leisure activities, and air-conditignand
heating products.

The address of the parent company is:

Einhell Germany AG
Wiesenweg 22
94405 Landau/lsar
Germany
www.einhell.com

The Board of Directors of Einhell Germany AG appmrdvthe consolidated financial statements on 17 Marc
2011 for consideration by the Supervisory Boarde Bupervisory Board is responsible for examining th
consolidated financial statements and declaringthrdrat approves the consolidated financial statame

The consolidated financial statements and the Gmapagement report of Einhell Germany AG for the
financial year 2010 will be published in the eleaic German Federal GazettBufidesanzeiger). The
consolidated financial statements 2010 were prepar&uro (€), and some items are rounded to thuisaf
Euro (€ thousand).

1.2 Basis of preparation

The consolidated financial statements of Einhellrn@ay AG were prepared in accordance with the
regulations of the International Accounting StawdaBoard (IASB), London, pursuant to Regulation lem
1606/2002 of the European Parliament and the Cbwegarding the amendment of International Repgrtin
Standards in the European Union. The interpretatairthe International Financial Reporting Intetpt®ns
Committee (IFRIC) were also used. In preparing tlo@solidated financial statements, all Internationa
Financial Reporting Standards (IFRS) and interpigata effective and applicable as of 31 December020
were applied.

In order to achieve homogeneity with consolidatewaricial statements prepared in accordance with the
German Commercial Code (HGB), all further inforroatiand notes required by Section 315a HGB in excess
of the IASB requirements are also included.

The following standards, interpretations and amesms to existing standards issued by the IASB and
adopted by the European Union (EU) are applicatmete first time for financial years commencing @n
after 1 January 2010:

- Newly structured IFRS 1. The newly structured IFRSeplaces the current IFRS 1, in order to
simplify the use and amendment of this standard$ulmre use. The newly structured IFRS 1 also
deletes some out-of-date transitional guidelined muakes a few inconsequential text changes. The
current requirements remain unchanged.

- IFRIC 18: IFRIC 18 clarifies and explains how ttransfer of fixed assets or cash funds for the
construction of acquisition of fixed assets by oostrs is to be recognised.

- IFRIC 17: IFRIC 17 clarifies and explains how nask assets distributed to owners of a company are
to be recognised.

- Amendments to IAS 39: The amendments to IAS 39fgldwow to recognise hedging transactions
with an inflation provision for financial instrumen and options contracts used as a hedging
instrument.



- IFRIC 15: IFRIC 15 outlines under which circumstasecevenues from the construction of real estate
are to be recognised in financial statements anetlveln a contract for the construction of real estat
falls under the application of IAS 11 Construct@ntracts or IAS 18 Revenues.

- IFRIC 16: IFRIC 16 clarifies how to fulfil the reqaments of IAS 21 and IAS 39 in cases in which a
company hedges a net investment in a foreign dperat

- Revised IFRS 3: The revised IFRS 3 determine plasiand rules regarding how a purchaser is to
recognise and value elements of a business condnniait its accounts (such as identifiable assets,
assumed liabilities, non-controlled shares and gafdIt also determines which information should
be made in such a business combination.

- IFRIC 12: IFRIC 12 clarifies how provisions of IFR&lready adopted by the Commission with
respect to service concession arrangements are apfilied. IFRIC 12 outlines how the underlying
infrastructure facilities in such an agreementtarbe recognised by the operator. It also clarifies
between the phases of a service concession arramgem(construction / operational phase)
differentiation shall be made and shown betweeneesps and revenues in each of these
circumstances. Accordingly, infrastructure famht and associated expenses and revenues may be
recorded in two ways, depending on whether theéutevenues of the operator are uncertain or fixed
(financial asset model and intangible asset model).

- Amendments to IAS 27: The amendments to IAS 27fgldre circumstances under which a company
must draw up consolidated financial statements, pavent companies are to recognise changes to
their shareholdings in subsidiaries, and how losges subsidiary are to be divided up between the
controlling and the non-controlling shareholdings.

The first time application of these Standards anterpretations has no significant effects on the
consolidated financial statements of Einhell GenynaG.



The IASB has published the following standardserimtetations and amendments to existing standandseav
application was not mandatory as of 31 Decembe6 201 which were therefore not applied prematubogly
the Einhell Group. Application would have no sigraht effect on the consolidated financial statetsien

- IFRS 1 “Limited Exemption from Comparative IFRS @pplies to financial years commencing on or
after 1 July 2010.

- 1AS 24 “Related Party Disclosures”; applies to finml years commencing on or after 1 January
2011.

- 1AS 32 “Classification of Rights Issues”; appliesfinancial years commencing on or after 1 February
2010.

- IFRIC 14 "Prepayments of a Minimum Funding Requieat; applies to financial years commencing
on or after 1 January 2011.

- IFRIC 19 “Extinguishing Financial Liabilities witlEquity Instruments”; applies to financial years
commencing on or after 1 July 2010.

The IASB has issued the following standards, imtggiions and amendments to existing standardsatieat
not applicable within the EU until they have bedoted under the prescribed EU procedures.

- IFRS 1 “Severe Hyperinflation and Removal of Fixedtes for First-time Adopters”; applies to
financial years commencing on or after 1 July 2011.

- IFRS 9 “Financial Instruments (replacement of IAB"3applies to financial years commencing on or
after 1 January 2013.

- IFRS 7 "Financial Instruments: Disclosures — Transbf Financial Assets”; applies to financial ygear
commencing on or after 1 July 2011.

- 1AS 12 “Deferred Tax on Investment Property”; applito financial years commencing on or after 1
January 2012.

Other varied improvements to IFRS have not yet lzefpted under the EU endorsement procedures.

1.3 Basis of consolidation

The consolidated financial statements include HinBermany AG and the companies it controls. IAS 27
defines control as the possibility of influencirngeteconomic and business policies of a companydardo
derive a benefit. If the Group either directly ndirectly holds more than 50% of a company’s votiigpts, it

is deemed to have rebuttable control of that compan

The subsidiary iSC GmbH, Landau/lsar, partially lsgspthe waiver of the limitations of Section 26463 the
German Commercial Code (HGB).

Companies that were acquired or sold during theseoaf the financial year are included in the ctidated
financial statements from the time of their acdigsi until the date on which they are sold.

During the reporting period, 10% of the shares inhEll Australia were transferred to the local nging
director. All shares in Einhell Middle East TradifRg@C and Einhell Romania SRL were taken over. These
companies are now fully owned Group companies.

In the fourth quarter of the financial year 201@, @stablished Einhell Norway AS with its registeoéiice in
Larvik. Einhell Germany AG owns all of the shareghis company.

All changes to companies included in the consdbidiads against the previous year were completalgiosed
in the consolidated financial statements. The slidnsées included in the consolidated financial esta¢nts are
shown in note 14.



1.4 Principles of consolidation

The financial statements of the subsidiaries inetbdn the consolidation were prepared using uniform
accounting and valuation policies pursuant to IAS Bhe reporting date for all consolidated compsiise31
December; this is also the reporting date of thremqecompany.

Capital consolidation is made by the purchase neebyooffsetting investment book values with the pata
newly valued equity of the subsidiary at the timfeacquisition (IFRS 3). Remaining excess of cost of
acquisition over net assets acquired is recograsegbodwill.

Intra-Group revenues, expenses and income, alivaddes and liabilities and inter-company profitsl@asses
held in inventory assets are eliminated.

1.5 Accounting and valuation policies

Currency conversion

The foreign investments within the consolidatiomwgr are financially, economically and organisatiiyna
autonomous and are therefore regarded as econdnirmgpendent, foreign entities. Their reportingrency

is their relevant local currency.

In the individual financial statements of the comipa in the Einhell Group, all foreign currencynsactions
are converted from the local currency into the répg currency at the rate of exchange applicabtbatime

of the transaction. Monetary foreign currency hodi existing at reporting date are valued at répmpdate at
the relevant daily exchange rate. Conversion diffees from monetary transactions or the valuatibn o
monetary items of a company which vary from thehexge rates during the period in which they were
originally valued, or in previous transactions, exeognised in the period in which they arose.

Financial statements of foreign subsidiaries amveded at the exchange rates applicable at theoktiue
year for the statement of financial position, ahd\gerage rates of exchange during the reportirag far the
statement of comprehensive income. All resultingvession differences are recognised in equity as an
adjustment for currency conversion.

Intangible assets and property, plant and equipment

Intangible assets and property, plant and equipraemtrecognised at acquisition or production cess |
cumulated deprecation and amortisation. Recognii@hown less cumulated depreciation and amddisat
Intangible assets are recognised when it is likleft a future benefit will be derived from the dsmed the
acquisition or production cost of the asset carebably determined.

Amounts paid for patents, trademarks and licencesapitalised and subsequently amortised by tlagbt-
line method over their estimated useful life. Clustnew software are recognised and treated asditibe
assets, so long as these costs are not an inpagtaif the relevant hardware.



Research and development costs are capitalisé ipariod in which they arise. This does not inelpdoject
development costs that meet the following criteritull:

» the product or process is clearly defined and eelewosts can be clearly allocated and determined
with reliability;

« the technical feasibility of the product can beven,

e the Group intends and is able to either markeptbduct or process or to use it for its own purgpse

« the assets will generate a future economic befigfitexistence of a market for the product or erize
of product use by the company for internal purppses

» there are sufficient technical, financial and otfeesources available to conclude the project.

Capitalisation of costs begins with the initialfflimhent of the above criteria. Costs recognise@@gsenses in
the prior reporting period may not be capitalisettaspectively. Other than development costs, thezeno
self-generated intangible assets.

Capitalised development costs are amortised bstitaight-line method over the estimated useful difehe

asset, but not normally for more than three yeHng. realisable amount of development costs is astidif

there are indications of impairment of the asséndications that previous impairment losses ngéorexist.

Goodwill from capital consolidation pursuant to gmerchase method stipulated by IFRS 3 is capitleste
acquisition cost less cumulated amortisation angshinment expenses.

Pursuant to IFRS 3, goodwill is not amortised bxamined annually, or if circumstances arise thdtdate
impairment, and subject to an impairment test pmsuo IAS 36. The goodwill is allocated to a cash
generating unit (CGU) for the purposes of this impant test. The cash generating units are the santke
individual companies.

Impairment is recognised if the book value of tlshegenerating unit to which the goodwill is allech
exceeds the realisable value. The realisable valtlee higher of the two values from fair valueslessposal
costs and utility.

Future cash flows (before interest and taxes) sii ggenerating units are determined for planningternext

five financial years. Planning is based on pastigog figures and best possible estimations of ag@ment
about future development. In order to check foramment, management estimates cash flows beyond the
planning period in which no growth for following s is estimated. The utility of the underlying ltas
generating unit is calculated on the basis of tiseadinted cash flow process. Cash flows are dideduat
7.89%.

Property, plant and equipment is normally deprediain a straight-line basis. If an item of propepiant or
equipment is sold or destroyed, relevant acquisitiosts and cumulated depreciation are derecogresgd
realised profit or loss from the disposal is redsgd in the statement of comprehensive income. tdaance
and repair costs for property, plant and equiproembaintenance costs for intangible assets areggnésed as
an expense when they arise.



Subsequent expenses that meet the criteria fosset are recognised as subsequent acquisition foostse
relevant property, plant and equipment. IAS 38inligtishes between assets with limited useful ligad
assets with unlimited or undetermined useful livEgcept for land, basically all intangible asseixl a
property, plant and equipment shown in the statéro€financial position of the Einhell Group havalp
limited useful lives. Only goodwill is not amortise

Depreciation and amortisation of assets of useflimited period is made taking into account thenested
useful life of the assets. Estimated useful lives a

Estimated useful life
Years
Intangible assets:
Development costs, franchises, trademarks
and similar and licences 3-5
Property, plant and equipment:
Buildings 20-30
Technical equipment, plant and machinery 3-20
Other equipment, fixtures, fittings and equipment 3-10

Estimated useful lives and depreciation and anaiitis methods for a depreciable intangible asset an
property, plant and equipment must be checked gieatly to see if the depreciation and amortisapeniods
and methods are in line with expected economimiiiee asset for property, plant and equipment.

Property, plant and equipment that is no longed useshown as the lower of book value or the esgchaet
realisable value less disposal costs.

Financial assets

Securities under investment assets refers mainlg tooney market fund to hedge pensions, holiday and
flexible working hours entitlement. Financial instrents are recognised on the day of transaction and
derecognised upon realisation. Valuation is madiiatvalue against the new valuation reserve initgq
Determination of fair value is made by bank valomsi. Earnings from the fund amounted to €4 thousand
(previous year €2 thousand) and the expected igele?%.

Deferred taxes

The amount of income tax levied depends on the amofiprofits and takes deferred taxes into account
which are determined in accordance with the asseétliability method. Determination of deferred taxs
made pursuant to IAS 12: temporary differences betwthe book values shown in the consolidated ¢iaan
statements and the tax values of assets and fiiebilire shown as future probable tax savings harjes.
Measurement of deferred tax assets and liabilisiesade on the basis of tax rates for the perioghich the
temporary differences will probably be reversede Bixpected tax rate is determined on the basigxofates
applicable or mainly applicable at reporting date this period. Deferred tax assets and liabiliges not
discounted and are shown separately in the statashéinancial position.



Actual taxes and deferred taxes are charged oitededirectly in equity if the tax refers to itemdich are
charged or credited directly in equity in the sananother period. No deferred tax liabilities nieyset aside
for undistributed profits from foreign investmentisat are to remain invested in this company for an
indeterminate time.

A deferred tax liability is recognised for all teorpry differences with the exception of temporaiffedences

for goodwill, for which tax depreciation is not degdible.

Inventories

Inventories are valued at cost of acquisition omuafacturing or at net realisable value, whichewethe
lower. Net realisable value is the sales price ¢esds up to completion and related sale costs. fRaterials
and supplies are valued at weighted average atiquisiost. Acquisition costs are determined in adance
with the weighted average method.

Finished and unfinished goods are valued at adosi of manufacture. Manufacturing costs includéhbo
directly attributable costs and overheads basedasmal production capacity. The costs of interestthe
period of manufacture are not included. Unsold miwges are written off in full.

Receivables and other assets

Receivables and other assets are recognised atvdhie at the time of provision of the underlying
consideration and valued at amortised cost aftesideration of any impairment losses.

Receivables are examined regularly for indicatiohsmpairment. Such indications may, for examye,
defaulted payments or economic difficulties of tebtor. Where such indications are present, anirmpat
loss is recognised if the book value is higher ttemrealisable amount of the asset. This is deteuoinon the
basis of anticipated future cash flows.

Where grounds for impairment no longer apply, &rsal of impairment is recognised. General craslik iis
covered by valuation allowances on receivablesasestatistical empirical values. An increase atue (or
reduction of an impairment) of an asset is onhoggised so long as it does not exceed the booleyalhich
would have resulted (taking depreciation effects imccount) if no impairment had been made in evi
years.

Receivables from external third parties are mairdgognised in the local currency of the individual
companies and thus cannot result in any significanency differences.

Cash and cash equivalents
Cash and cash equivalents include cash in bankgjuels and bank balances. It includes all funds &hos

original maturity is not more than three monthsteign currency amounts are converted at the ex@heatg
at the end of the period.



Adjustment for currency conversion

The adjustment for currency conversion results fthm conversion of financial statements of consméd
companies, whose functional currency is differdaintthe reporting currency of the Group. The cddatdd
companies are economically autonomous foreigniesitit

Conversion differences from a monetary item that sgnificant part of the net investment of thenpany in
an economically autonomous foreign entity are rac®gl in equity in the consolidated financial statats
until sale of the net investment. Upon sale of idevant asset, the entire new valuation or thervesfor
currency conversion is shown as income or expemdke same period in which the profit or loss frtma
disposal is shown.

Minority interests

Equity attributable to minority shareholders iswhdn the statement of financial position withinugg. The
attributable portion of the annual earnings is sheeparately in the statement of comprehensivamneco

The minority interest includes shares of minorityeholders in the present value of identifiablsets and
liabilities at the time of purchase of an affilidteompany. Changes result from capital increaseghioh the
minority shareholders participate, distributionsd ashares of the minority shareholders in earningd a
currency changes.

Provisions

A provision is made if the company has a currezgdl or constructive) obligation on the basis phat event
and is likely that the fulfilment of the obligatiavill result in an outflow of resources of economaue and if
the amount of the obligation can be determined wétainty. Provisions are reviewed at each repgrdate
and adjusted to best current estimate. Where #eept value of money is relevant, the provisionamshall
be the current value of the expense necessarydbtime obligation.

As is clear from the definition, there is uncertgimbout whether a provision will be needed and fhi
covered by necessary estimates. Provisions arel lmasstatistical evaluation and years of experieatoaut
the probability of the likelihood of the underlyirgyent causing a cash outflow and the amount df tha
outflow.

Income from the anticipated disposal of asset®otdaken into account when setting aside provisidvisen
some or all of the economic benefit required talesetn obligation is expected to be recovered feothird-
party, the reimbursement shall not be recognisetil iinis certain that the company will receive the
reimbursement.

Company employee pension schemes include bothatklianefit obligation and contribution plans, which
based on length of employment and salaries. In @eymthere is a contributory statutory basic pemsio
scheme for employees, which provides pension paigrEpendent on income and contributions mader Afte
payment of contributions to the statutory pensiggaaisation, the company has no further obligations
Current contributions are shown as an expenseeinglevant period.
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The provisions shown in the consolidated finansi@tements for pension commitments concern defined
benefit plans for pensions for retirement, invalidand surviving dependents. Pension commitmengs ar
determined in consideration of anticipated futureréases in premiums and pensions in line with 18%&nd

the international norm of projected unit credit hwat. A discount factor for interest rates for claits of
4.91% (previous year 5.34%) was used, along wi@%. (previous year 4.73%) for pensioners. As in the
previous year, the rate of pension progressioncfanmitments with adjustment guarantee was 3.00% and
2.00% for commitments without adjustment guaraniée.rate of compensation increase was available for
non-salary based commitments.

The pension provision shown at reporting date isivedent to the qualifying present value of pension
commitments (defined benefit obligation). Actuagains or losses are realised in the year theynatared.
The statement of financial position obligation bé tdefined benefit obligation is not secured byeason
fund but there is partial pension plan reinsuraoifset against the fair value of the plan assetssiant to
IAS 19.7, plan assets include assets of long-teimdd independent of the reporting company that haen

set up to reimburse services by employees. Actugaias or losses are realised in the year theyrodhe
recognised fair value of the defined benefit olilyais not secured by a pension fund, but theeepartial
reinsurance policies.

Liabilities

Valuation of additions to liabilities is made airfaalue of compensation received; subsequent tialuas
made at amortised cost. Valuation of liabilitiesfaneign currencies is made at reporting date atdbsing
rate on that day or at the hedged rate.

Realisation of revenues and revenue recognition

Revenues are recognised when it is likely thateit@nomic benefit from the business transaction agtirue
to the company and the amount of the revenue cagliably determined. Revenues are recognisedatietr
value added taXmsatzsteuer)) and after deduction of any price reductions amdegal conditions. Revenues
include income from the sale of goods. They aregased after delivery of the goods has been madeaf
risks and opportunities have been transferredddtlyer.

Interest is included pro rata taking into accoure effective interest rate of the asset. Licen@®rime is
included in the relevant period in accordance withrequirements of the underlying contract.

Derivative financial instruments

In the Einhell Group, derivative financial instrumig are used only for hedging transactions as qdaritsk
management. They hedge against risks from fluainatin cash flows, and are allocated to the riskeiated
with a specific asset or liability or with the riska prior transaction.

All derivative financial instruments are recognisgdair value in accordance with the regulationdar IAS
39. The fair value of currency futures is deterrdiran the basis of the exchange rates applicabléhen
currency futures market at reporting date. For@geswaps, it is determined as the present vdlastimnated
future cash flows. The fair value of options isccddited on the basis of option pricing models. &bithe
above instruments, the Group fair values are cowftl by financial institutions that have provided tBroup
with the relevant contracts.

Financial instruments are utilised on the day tamdaction is concluded, and derecognition is ualen
upon realisation.

The positive market value of derivatives is recsgdi under other assets. A negative market value of
derivatives is recognised under other liabilitidgy change in market value of derivatives recoghiae an
income or expense is shown under net financialnmegoderivatives taken directly to equity are redega
under other cumulated equity.
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Any changes in market value are normally recognaegrofit or loss in the statement of comprehensiv
income. Changes in market value of derivative faianinstruments such as currency futures and oayre
options (inner value), which are classified as higtfective hedging instruments under cash flowdes, are
recognised directly to equity, adjusted for defétiaxes pursuant to IAS 39.95.

As the derivative financial instruments under cfev hedges are current currency hedging instrusjghese
are included in the statement of comprehensivenmecwithin a year.

Leasing

Finance leases

A lease is classified as a finance lease when risi&t and opportunities associated with ownershgncasset
are transferred to the lessee. The classificatialease depends on the economic content of thieaa, not
from a particular formal contract format.

The Einhell Group is a lessee and classifies fiadaases in its statement of financial positiomfrine start
of the leasing arrangement equally as an assdiaility, at the present value of the leasing cbjat the start
of the lease arrangement or at the present valu@romum leasing payments, whichever amount is towe
calculating the present value of minimum leasingnpants, the underlying interest rate of the leasing
arrangement serves as discount factor insofar aanitbe reliably determined. If this is not thee;athe
lessee’s incremental borrowing rate of interestised. Initial direct costs are shown as part oétagalue.
Leasing instalments are divided between financéscarsd repayment of principal. Finance costs arileld
throughout the period of the lease so that a cohstde of interest on the remaining principal asqble
across all periods.

A finance lease creates a write-down expense dimdacing expense for the recognised asset in parbd.
Principles governing write-downs for leased asae¢sthe same as the methods used for similar daptec
assets owned by the company.

Finance leases are used mainly for fixtures atiddis and office equipment.

The relevant non-current assets are as follow§ {irousand):

future lease payments thereof interest
Residual valu{ Annual write-| within 1 | between 1 and after 5 within 1 | between 1 ar after 5
31.12.2010 downsto |year years years year 5 years years
31.12.2010
20 49 14 4 1 0
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Operating leases

A lease is classified as an operating lease if msk$ and opportunities associated with ownersiign asset
remain with the lessor. Leasing instalments duaingperating lease arrangement are shown as ansxjrea
straight-line method throughout the term of theséea

The monetary value of incentives which the lessantg at conclusion of the leasing contract isgae@®ed as a
reduction in leasing expenses in a straight-linghog throughout the term of the lease. Operatiagde are
used mainly for fixtures and fittings and officeuggment (in € thousand).

future leasing payments
within 1 year between 1 and 5 years after 5 years
Operating leases 467 609 0
Finance leases 14 4 0
Total leasing fees _ 481 613 0

Segment reporting

The segmentation of the Group into two segmentsongithe presentation of company divisions andriirate
control and reporting within the Group. The tworsegts are Tools and Garden & Leisure.

Financial information concerning the business sedmand geographical segments is contained in dodes!
5.

Contingent liabilities and contingent assets

Contingent liabilities are not shown on the stateimef financial position. As part of normal busises
operations, it is possible that the Einhell Groul e involved in litigation.

As of 31 December 2010, the company’s managemaeahttanegal advisors were not aware of any claims
against the company that could have a signifigapiaict on the company, its net assets, financiatiposand
earnings.

Events after reporting date
Significant events after reporting date that cchdsle an impact on the position of the Group atmappdate

are taken into account in the financial statemapt® 17 March 2011. Insignificant events afteroréipg date
are — where appropriate — included in the notes.
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2. Notes to consolidated statement of financial pos ition

2.1 Changes in non-current assets

Changes in non-current assets (not including atbercurrent assets) are shown in the appendixetmdties
to the IFRS consolidated financial statements ohEll Germany AG

2.2 Capitalised development costs

Capitalised development costs consist mainly ofeagps of the company for the development of new
products. New product developments fulfil the cr#tefor recognition as intangible assets. Capkalis
development costs are amortised over the expededycle of the product. In the financial year 201
expenses for research and development amounted.@nélllion (previous year: €3.6 million). Of thes
expenses, €0.0 million (previous year: €0.3 milliavere capitalised as expenses in 2010. A totaBdf
employees (previous year: 34 employees) were eragloythis division.

Development costs are as follows (in € thousand):

Cost Cumulated depreciation Book value
Gross value | Additions | Disposals | Gross value | Gross value | Additions Disposals | Gross value | Net value Net value
01.01.2010 2010 2010 31.12.2010 | 01.01.2010 2010 2010 31.12.2010 | 31.12.2010 | 31.12.2009
5,032 0 0 5,032 4,061 779 0 4,840 192 971
2.3  Goodwill

Goodwill as of 31 December 2010 amounted to €8tAd48sand (previous year: €7,478 thousand). Addition
of €37 thousand refer to Einhell Romania and €8@Ws$and for Einhell Intratek Mihendislik ve Dis diiet
A.S. Disposals refer to €66 thousand for EinhelirRaia.

Disposal of goodwill for Einhell Romania SRL refeesthe purchase in the financial year 2005 of ti%he
shares in Einhell Romania. The agreed purchase jpoasisted of a fixed portion due immediately and
variable portion in the following years. The gooliwecognised in 2005 was based on the total pweha
price, based on available planning. The purchage [mstalment due in the financial year 2010 waselr
than planned, which is why goodwill was reducec&bg thousand in the financial year 2010.

Additions of €37 thousand for goodwill refer to f@rchase of the remaining 10% of Einhell Romania.

The additions of €800 thousand is based on theghtelprice increase for variable purchase pricepmrants
for Einhell Intratek Mihendislik ve Dis Ticaret A.®ue to current business developments in the $hrki
company, both goodwill and the corresponding litieg were increased by €800 thousand.
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2.4 Deferred taxes

Deferred tax claims and liabilities of the compamng as follows:

In € thousand Deferred tax Deferred tax Net deferred taxes
claims liabilities

2010 2009 2010 2009 2010 2009
Non-current assets 18 17 163 416 -145 -399
Current assets 2,660 3,120 538 243 2,122 2,877
Other financial investments at present
value 1,183 -3 45 -24 1,138 21
Pension obligations 34 8 -1 -48 35 56
Provisions 846 623 90 104 756 519
Other liabilities 331 243 70 -56 261 299
Tax losses carried forwards 2,133 0 0 0 2,133 0
Total 7,205 4,008 905 635 6,300 3,373

Deferred taxes result from the above items fronfdHewing circumstances

capitalisation and amortisation of developmentsost

property, plant and equipment: increased tax waife-result in tax valuations being less than book
values.

valuation of trade receivables is made differetitgn in the tax base.

financial assets valued at present value (avaifdrleale assets and financial trading assets) show
differing tax and book values, as an impairmerdrily made for accounting purposes and not for tax
purposes.

valuation of pension provisions is different tharthe tax base.

in some local financial statements of foreign sdiasies, deferred expenses may not be deducted for
tax purposes until they occur, whereas they canddducted for tax purposes in the financial
statements over a longer period of time.

capitalisation of deferred taxes from loss carmyirds of subsidiaries.

2.5 Inventories

2010 2009
€ thousand | € thousand
Raw materials and supplies (at acquisition cost) 1,063 924
Finished goods (at cost
less impairment) 92,200 71,216
Prepayments 2,376 2,428
Total 95,639 74,568

Devaluations totalling €6,165 thousand (previouary€5,642 thousand) were made. The book value of
devalued goods amounts after devaluation to €37lé@isand (previous year: €24,112 thousand). Nalgoo
were assigned by way of collateral at reportingdas in the previous year.
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2.6 Receivables and other assets

Trade receivables were shown after allowancesddrdebt.

In the financial year 2010, impairments amountiog?,596 thousand (previous year: €1,552 thousard}
recognised. Furthermore, during this reporting geeigash flows from derecognised receivables andniec
from the reversal of impairment losses from redai@s amounting to €2,705 thousand (previous yea 3
thousand) were recognised.

The maximum default risk is the book value of teegivables.

85% (previous year: 77%) of total receivables areyet due.

The maturity structure of financial instrumentsniréerade receivables:

31.12.2010 Net amount Individual | Lump sum| Gross
value value amount
adjustment | adjustment

Total receivables 62,487 1,607 4,168 68,262

Receivables not due or duie

between 1-120 days

60,523 153 609 61,285

Receivables due 121-360

days 1,254 119 493 1,866

Receivables due more than

360 days 710 1,335 3,066 5,111

31.12.2009 Net amount Individual | Lump sum| Gross
value value amount
adjustment | adjustment

Total receivables 48,16( 2,384 3,637 54,181

Receivables not due or duye

between 1-120 days

44,418 963 550 45,931

Receivables due 121-360

days 1,722 103 1,007 2,832

Receivables due more than

360 days 2,020 1,318 2,080 5,418

Other assets are shown at nominal value less gpedidwances for bad debt. Other current assatisidie
income tax receivables of €1,561 thousand (previmes: €2,224 thousand), and other non-currenttasse
include income tax receivables of €959 thousaneMjpus year: €1,098 thousand).

At reporting date there is no evidence of impairtredrother assets that are neither overdue norinegha

Trade receivables and other current assets all @avaturity of up to one year.

Due to the short-term nature of the receivableasjriterest effects of written-off receivables argignificant.
2.7 Cash and cash equivalents

For the purposes of the statement of cash flowsyaunt to IAS 7, all funds with an original matura@jup to
three months are shown as cash. This item comdistssh in banks, cheques and bank accounts.
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2.8 Subscribed capital

The share capital of Einhell Germany AG is unchangem the previous year and divided as follows:

€

Ordinary shares
2,094,400 ordinary bearer shares 5,361,664

No-par shares each with a par value of €2.56

Preference shares
1,680,000 bearer preference shares
No-par shares each with a par value of €2.56

4,300,800

Total share capital 9,662,464

All payments for shares have been made in full.tRerfinancial year 2010, Einhell Germany AG isgmsing
a dividend payment of €2,893,856.00 (previous y&€2y138,976.00).

The dividend payment represents a dividend of €pe8Qoreference share (previous year €0.60) antigier
ordinary share (previous year €0.54).

A minimum dividend of €0.15 per share must be p@micholders of the preference shares and this has
preference over payment of a dividend to ordindrgrsholders. The dividend per preference shar®.36€
higher than the dividend per ordinary share. If tied retained profit is not sufficient over one raore
financial years to pay a dividend of €0.15 per @refice share, the amount will be made up withdetest
from the net retained profit of following financigkars after payment of the minimum dividend foe th
preference shares for that financial year and bkefiistribution of a dividend for ordinary shareso N
distributions of minimum dividends are outstandififpe preference shares do not carry any votingtgigh
With regard to the remaining assets of the compalhghares are of equal rank.

The ordinary shares hold voting rights in the Arrtaneral Meeting.

2.9 Authorised capital

Authorised capital |

The Board of Directors is authorised until 18 J@044 to raise the capital of the company with thpraval

of the Supervisory Board by issuing new ordinargrbe shares and/or bearer preference shares withbog

rights for cash in one or more tranches up to anuainof €3,864,985.60 (authorised capital I). Ahtigf

subscription is to be granted to shareholders. Wewedhe Board of Directors is authorised with épgproval
of the Supervisory Board to exclude fractional anteurom the shareholders’ rights of subscriptiand

where ordinary and preference share are beingdssuine same time, to exclude shareholders otlass of
share from subscribing to shares of the other ctastong as the subscription ratio for both classdssue is
determined. The authorisation also includes thbaity to issue further preference shares whicrehaority

over or are equal with previously issued preferestw@res without voting rights with regard to distition of

profit or company assets.
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Authorised capital Il

The Board of Directors is authorised until 18 J@044 to raise the capital of the company with thpraval

of the Supervisory Board by issuing new ordinargirbe shares and/or bearer preference shares withting
rights for cash in one or more tranches up to aauarnof €966,246.40 (authorised capital II). TheaBbof
Directors is authorised with the approval of theg&wisory Board to exclude fractional amounts frima
shareholders’ rights of subscription and whereradi and preference share are being issued aathe 8me

to exclude shareholders of one class of share Bobscribing to shares of the other class, so Iesntha
subscription ratio for both classes of issue isseined. The Board of Directors may also exclude al
subscription rights in order to issue new bearefgrence shares without voting rights for an isso®unt
which is not substantially below the stock markete (Sections 203 (2) and 186 (3) sentence 4 ef th
German Stock Corporation ActAKtG)). The authorisation also includes the authority idsue further
preference shares which have priority over or apeakwith previously issued preference shares witho
voting rights with regard to distribution of proéit company assets.

2.10 Capital reserve and legal reserve

The capital reserve is unchanged as against thvopeeyear at €26,676,696.37. As last year, thallegserve
amounts to €54,708.23 and together with the cap#serve this fulfils the requirements of 10% o#rgh
capital pursuant to Section 150 (2) of the GermiamckSCorporation ActAktG).

2.11 Other cumulated equity

Other cumulated equity includes the market valukslasivative financial instruments in the amount of
€-1,501 thousand (previous year €-112 thousand)aaadable-for-sale securities of €21 thousand\jpres
year €48 thousand), each after consideration afrokl taxes.

As part of the application of cash flow hedge actmg for derivative financial instruments,
€3,345 thousand (previous year €963 thousand) akashtfrom equity and recognised in the initial zdiloin
of costs of inventories. Due to the applicationcaéh flow hedge accounting, the change in equkgna
directly to equity was €840 thousand (previous y&#B thousand).

2.12 Minority interests

Shares of minority shareholders are as follows:

2010 2009
€ thousand | € thousand

Position 1 January 2,958 4,984
Capital contributions/additions 39 204
Payments -398 -200
Currency adjustments 78 -1
Additions/disposals -275 -2,045
Net profit/loss -159 16
Position 31 December 2,243 2,958

18



2.13 Non-current financial liabilities

The following secured non-current loans exist a3loDecember 2010:

2010 2009
€ thousand € thousand
Secured 25 46
Unsecured 41,313 41,687
Total 41,338 41,733

Loans carry charges over other assets in the amufufi25 thousand (previous year: €46 thousand). The
securities are held in respect of current and noreat loans and from financial liabilities.

Non-current financial liabilities include non-cuntdoans for over €41.3 million with contractual tongty of
at least 5 years. These non-current loans arelsiliteen seven banks and replaced the promissoeytmet
expired in July 2009. The loan agreements setinantial covenants which, if not met, permit theditors to
demand premature repayment of the loans beforerityatu

All covenants were met in the financial year 2010.
Securing interest rate risks is made with derivaatiinancial instruments in the form of interest cap
agreements.

2.14 Pension commitments

See point 1.5 (provisions) for actuarial assumgtiorade in the course of expert reports.
Changes to commitments to employees are as follows:

Year 2010 2009

€ thousand| € thousand
Qualifying present value of pension commitments attart of year 1,831 1,547
Current service expense 27 20
Interest expense 87 93
Actuarial gains and losses 73 293
Pension payments -87 -108
Transfer/Settlement -673 -14
Qualifying present value of pension commitments agnd of year 1,258 1,831

Actuarial losses refer mainly to changes in thedalisit rate. Current service expenses are showarsopnel
expenses. The provision for pensions at reportetg @ equivalent to the defined benefit obligatidfset
against the fair value of plan assets.
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2.15 Provisions

Position on Utilised Allocations | Release | Currency | Position on

1.1.2010 differences| 31.12.2010

€ thousand | € thousand | € thousand| €thousand| € thousand| € thousand

Guarantees 5,466 170 2,024 1,056 308 6,57
Other provisions 4,122 1,400 4,166 959 49 5,97
Total 9,588 1,570 6,190 2,015 357 12,550

The provisions of €12,550 thousand include nonemntriprovisions of €512 thousand (previous year €536
thousand).

2.16 Current financial liabilities

Notes 2010 2009
€ thousand | € thousand
Secured 13 45
Unsecured 1,120 375
Total 1,133 420
thereof current part due of non-current loan 2.13 388 414
thereof current part due of loan or overdraft 745 6

Security is held in the form of an assignment péedfjother assets as security (see point 2.13).

2.17 Other liabilities

Other liabilities of €21,633 thousand (previous ry€d4,097 thousand) consist mainly of tax lialgBt
liabilities for wages and salary payments, inclgdiiabilities from employee profit participation érsocial
security payments, the negative market valuatioiinahcial derivatives, and liabilities from curtezustomer
bonuses and customer credits.

3. Notes to consolidated statement of comprehensive income
3.1 Revenues
Revenues are classified as follows:
2010 2009
€ % € %
thousand thousand
By sed ment
Garden & Leisure 147,778 40 130,171 41
Tools 217,656 60 185,522 59
365,434 100 315,693 100
By region
Germany 145,348 40 122,494 39
European Union 144,956 40 132,174 42
Asia 23,659 6 21,381 7
Other 51,471 14 39,644 12
365,434 100 315,693 100
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3.2 Other operating income

This refers principally to income from costs foisfrection of goods to be passed on to suppliers4(€38
thousand; previous year: €345 thousand), incomm fitee inclusion of released receivables and relefsa
impairment of receivables (€2,705 thousand, previpear: €2,131 thousand), income from the disposal
non-current assets (€69 thousand, previous yedr:tf8usand) and commission income (€1,805 thousand,
previous year €1,297 thousand). Otherwise, thesenessignificant income from other periods.

3.3 Personnel expenses and average number of employees

Personnel expenses 2010 2009
€ thousand € thousand
Wages and salaries 32,568 27,912
Diverse social security payments and pension exgsens 6,041 6,061
Total 38,609 33,973
Average number of employees 2010 2009
Germany 333 321
Other countries 672 678
Total 1,005 999

Pension expenses in the financial year 2010 amduat€142 thousand (previous year: €137 thousand).

3.4  Other operating expenses

Other operating expenses include expenses for gmstd goods, guarantees and customer services,
impairment, advertising and product design. Experfee the impairment of trade receivables amount to
€2,596 thousand (previous year: €1,552 thousand).

Due to the short-term nature of the item tradeiveddes and the short-term expectation of paymeceipts,

the interest effect in calculating impairmentsisignificant.

3.5 Net financial income

2010 2009
€ thousand € thousand

Interest income 384 501
thereof from hedges 0 0

Interest expense -2,043 -2,539
thereof from hedges -519 -273

Gain/loss from currency conversion 368 -1,804
thereof from hedges -269 -188
Impairment of financial assets 0 0

Net financial income -1,291 -3,842

Net financial income also includes valuation incofrem derivatives for which hedge accounting is not
applied, and for ineffective parts of changes toes of hedging instruments designated in hedgeusting.
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3.6 Income taxes

2010 2009
€ thousand | € thousand
Actual tax expense 5,993 3,612
Deferred taxes -1,814 -311
Total 4,179 3,301

In valuing a recognised asset for future tax relieé probability of recovery of anticipated tax amts is

taken into account.

Deferred taxes for hedge accounting and availabiedle securities were only recognised directlgduaity.

Deferred tax assets on changes to present valoastf flow hedges amounted to €1,183 thousand (previ

year: €-3 thousand) and deferred tax liabilitie®amed to €70 thousand (previous year: €-101 thal)sa

Subsidiaries capitalised deferred taxes from lass/dorwards of €2,133 thousand.

The reconciliation of the income tax amount witle theoretical amount that would have been appkcébl

the relevant tax rate in the company’s countryarhitile had been applied is as follows:

2010 2009
€ thousand € thousand

Earnings before tax 20,176 14,160
Tax rate 30 % 30 %
Forecast tax expense/income -6,053 -4,248
Tax expensef/income from intra-Group income/expenses 109 -5
Impairment of goodwill 0 0
Other non-deductible expenses for tax purposes -2,583 -2,033
Difference tax rates 2,084 1,920
Tax free earnings 913 1,065
Loss use 2,133 0
Other -782 0
Tax burden -4,179 -3,301

3.7 Earnings per share

Earnings per share pursuant to IAS 33 refer tootitinary shares of a company. As the ordinary shafe

Einhell AG are not publicly traded, we have waiteis calculation.
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4. Segment reporting by division

Identification of reportable operative segmentsspant to IFRS 8 is based on the concept of the agament
approach”. Segmentation in the Einhell Group ifi® $egments Garden & Leisure and Tools is basdbeon
Group’s internal management structure and accogintin

Business operations of the Einhell Group are dividetween the segments Tools and Garden & LeiSine.
Tools segment comprises hand held electric totédiopary tools and accessories. The Garden & keisu
segment includes the areas garden and water tegynohachinery and greenhouses and air-conditioairth
heating technology.

Segment information is determined on the basishef dccounting and valuation principles used in the
consolidated financial statements.

Intra-segment transactions are usually carriecbowtn arms-length basis.

In 2010 Tools Garden & Total Reconciliation| Group

in € thousand Leisure segments

Segment revenues 217,656 147,779 365,434 0 365,434
Operating segment revenues (EGT) 12,350 7,826 20,174 0 20,174
Financial result -769 -522 -1,291 0 -1,291
In 2009 Tools Garden & Total Reconciliation|  Group

in € thousand Leisure segments

Segment revenues 185,%22 130,171 315,694 0 315,693
Operating segment revenues (EGT) 8,640 5,520 14,160 0 14,16(
Financial result -2,289 -1,583 -3,842 0 -3,842

“Reconciliation” shows income and expenses thanhatalirectly attributable to the segments.
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5. Segment reporting by regions

The geographical allocation of revenues is madere@giously on the basis of registered office of itneice
receiver. The sales market is decisive.

2010 Germany EU Other Asia/ Pacific | Reconciliation | Group
Countries
In € thousand

External
revenues

145,348 144,956 51,471 23,659 0| 365,434

The EU companies with the strongest revenues améeliAustria (€25.9 million), Einhell Italy (€15.1
million) and Einhell Poland (€12.5 million). Otheountries with particularly strong revenues were th
companies in Switzerland (€12.7 million) and Turk€$0.2 million). Revenues of the Hong Kong compani
(€48.3 million) were mainly generated in the Asgion.

2009 Germany EU Other Asia/ Pacific | Reconciliation| Group
Countries
In € thousand

External
revenues 122,494 132,174 39,644 21,381 0 315,693

The EU companies with the strongest revenues ambeltiAustria (€21.5 million), Einhell Poland (€98.
million), and Einhell Italy (€13.9 million). Othecountries with particularly strong revenues were th
companies in Turkey (€7.5 million) and Switzerlg@d0.5 million). Revenues of the Hong Kong companie
(€37.9 million) were mainly generated in the Asgion.

“Reconciliation” shows income and expenses thanhatalirectly attributable to the segments.

During the financial years 2010 and 2009, no custonf the Einhell Group generated revenues of rtitaa
10% of the revenues.
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6. Notes to consolidated statement of cash flows

The consolidated statement of cash flows showsgdsaio cash flow divided by cash inflows and owiio
from current operations, investment and financielivdties. Effects arising from changes to companie
included in the consolidation are eliminated.

Current operations

The cash inflow from current operations is deriveanly from operating profit, reduction of receive® and
a significant reduction in inventories.

Investment activity

Payments for investments in property, plant andpgent and intangible assets refer mainly fixtuaesl
fittings.

Financing activity

Cash flows from financing activity include mainhagsh inflows and outflows from loans and payment of
dividends.

Changes in cash and cash equivalents

Cash and cash equivalents include cash, chequesaahdn banks at reporting date. The effects ahghs
arising from exchange rates are shown separately.

7. Risk report and financial instruments

Financial risk management

The Group operates internationally and is thusestibjo market risks from changes in interest rated
currency exchange rates.

The Group uses derivative financial instrumentsmanage these risks. The guidelines used for risk
management are implemented with the authority efBbard of Directors by a central treasury depantme
working closely with Group companies.

Current market developments are observed for thegoges of valuation of risks in the Einhell Group.

Further information regarding risk management aafolind in the Management Report.

Default risk

Company policy is to minimise default risks botbrfr customers and suppliers by using normal internak
instruments. These help the company to evaluatutteisks of the ordering company for each ordet the
economic milieu. In particular, security or lettefscredit are required with regard to new custararrisky
countries. In the offer phase, sales and finanpari®ents jointly decide on security requirememis adjust
these requirements when orders are made. To supgorstimation, we also use external informafiam
banks and credit agencies. In order to minimiseaulefrisk from suppliers, both buying and project
management teams work with the finance departnoetévelop joint security concepts.

The book values of receivables present the maximiefault risk.
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Trade receivables from DIY chains, specialist tradend discounters amount to €62.5 million (presiou
year: €48.2 million). In the financial year 201@té were no significant receivables for which neayrpent
targets were agreed.

As the derivatives have been acquired from renowiireehcial institutions, the Group expects that the
maximum default risk will be covered by the postimarket value of the derivatives.

At reporting date, cash in banks amounted to €ddllton (previous year €57.6 million). The cash wasdd in
first-rate, well-known banks.

Price and supply risks in supply markets are cowedteby the Einhell Group by long-term supply
relationships, which are constantly subjected t@ligumanagement.

Interest rate risks

The interest rate risk of the Einhell Group stenasnty from financial liabilities, loans and intetes) income.
The risk is reduced by using derivative finanamstiuments such as interest caps and interest swaps

The Group-wide treasury department manages intasstor the Group, in order to optimise inter#gtome
and expenses for the Group and to minimise totera@st rate risk. This also includes Group-wideriest
overlay management, which is designed to directignect interest from concluded hedge transactions t
specific intended assets and liabilities.

The Group uses all interest caps and swaps eithanaconomic cash flow hedge or as economic pgresen
value hedge and applies them at present valuen®imnal value of existing hedge transactions abniapy
date is €40,000 thousand (previous year €40,000stral).

The Group is subject to an accounting cash flok fiem fluctuating interest rates. A change in nedrk
interest rates of 1% would have an effect on istesie reporting date of €20 thousand.

The Group is subject to accounting risk from thie ¥@alue valuation of derivatives. An increase iarket
interest rates of 1% would result in a positiveeeffon the statement of comprehensive income airtieg
date of €442 thousand. A reduction in market irterates of 1% would result in a negative effectttom
statement of comprehensive income at reporting ofaé278 thousand.

Liquidity risk

The liquidity risk is the possibility that a compamill no longer be in a position to meet its fircdad
obligations (such as repayment of financial liaied or payment for orders). The Einhell Group tsthis

risk by using effective management of net workirgital and cash and traditional credit lines fromllw
known banks. At reporting date, the Group’s operatihad unsecured current credit lines amounting to
around €36 million. The Group also keeps a close @y opportunities available in the financial maskia
order to secure flexibility of the Group’s finanaasd to limit unfavourable refinancing risks.
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The following table shows all contractual paymexdsof 31 December 2010 for amortisation, repaymemis
interest for financial liabilities in the statemaftfinancial position including derivative finamatiinstruments
with a negative market value. Derivative finaneratruments are shown at market value. It is ntitgated

that actual cash flows will significantly differdm the contractual cash flows.

Liabilities from finance leasing are included unddhner liabilities. A separate presentation of ilibs from

finance leasing is shown in note 1.5.

2010 2011 2012 2013-| 2016
2015 | and later
Non-current liabilities to banks 1,627 1,654 1,628 43,399 0
Trade payables 27,814 0 0 0 0
Other liabilities 19,413 0 0 0 0

The risk to cash flows shown in the table is limditi® cash outflows. Trade payables and other filaanc
liabilities result mainly from financing for opeiat assets (such as property, plant and equipnagkt)from
investments in working capital (such as inventoded trade receivables). These asset values &g tato
account in effective management of total liquidigk. Risk management was extended and strength@ned
implementation of a Group-wide, internet-based neklhagement information system.

With the exception of the non-current loans, prestesn of current liabilities to banks was waived.

At reporting date there were open foreign exchasagdracts for which we anticipate cash inflows afuand
€217.5 million and cash outflows of around €223ifion.

Foreign currency risk

Due to the international aspect of its normal bessnoperations, the Einhell Group is subject toeniay
risks. To manage and minimise these risks, the dlifBroup uses derivative financial instrumentshwt
maturity of up to one year. The foreign currencskrmanagement system of the Einhell Group has been
successfully operated for several years.

Fluctuations in exchange rates can lead to undesii@nd unpredictable earnings and cash flow \liijati
This affects each company in the Einhell Group tretes with international partners in a currer@t fs not

the functional currency (the relevant national enay). Within the Group, this applies in particular
procurement made regularly in US dollars. In casiiréhe sale of Einhell products is mainly madehe
relevant national currency. The planned procurenmeri)S dollars was hedged, so this contains no risk
concentration.

Companies in the Einhell Group are forbidden to bugell foreign currencies for speculative purosetra-
Group financing or investments are made in relevettonal currencies where possible or using cugren
hedges.

All assets or liabilities of the Einhell Group drased on observed prices or derived and deternttireeefrom.
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Due to current US dollar payment terms, US dollecoainting exposure for financial instruments result
mainly from derivatives. A change of 10% in exchangtes results in exchange rate gains of €17,584
thousand or a loss of €-15.301 thousand, whichblkeas shown in equity due to the application of dash
hedge accounting. The derivatives are used onfinamce the purchase of goods. For derivativesshotvn
under hedge accounting, a change of 10% in exchage results in exchange rate gains of €546 dralisr

a loss of €-245 thousand.

The nominal volume of derivative financial instrume is equivalent to the total of gross purchast sale
amounts between the parties and is therefore neitadole indicator for Group risk from the use @fridative
financial instruments. Risks and opportunities expressed through market value, which is equivélenhe
cash value of the derivatives at reporting date.

a) Financial instruments with positive market valoeash flow hedge

Nominal volume Market value
31.12.201¢ 31.12.2009 31.12.201Q0 31.12.2009
Currency futures 85,947 28,934 1,218 796
Options 19,575 0 82 0
Total 105,522 28,934 1,300 796
b) Financial instruments with negative market vateash flow hedge
Nominal volume Market value
31.12.2010 31.12.2009 31.12.201Q0 31.12.2009
Currency futures 82,105 46,723 4,016 1,007
Options 0 0 0 0
Total 82,105 46,723 4,016 1,007

Designated hedged items are contracted and plaomethases and sales. All cash flows are anticipeted
2011 and are recognised as cost of inventorie$felitevity of cash flow hedges is insignificant dte their
short-term nature.

Market value and book values of financial instrumeis

Pursuant to IAS 39, financial instruments are ated to different valuation categories dependingvbether
they are recorded as assets or liabilities. Thecallon to a particular valuation category affegtether the
financial instrument is recognised at cost or failue. The following table shows the book value &iuid
value for individual categories and valuation dlisation in the statement of financial positionp ttb 90% of
non-current loans are subject to variable ratestefest and therefore the fair value is set atbibek value.
Other fair values are provided by banks or deteedhion the basis of recognised valuation modelsc&aent
assets values and liabilities, the book value giewia good indication of the fair value.
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Book value Fair Value

Valuation category Valuation 31.12.2010] 31.12.2009 31.12.201L0 31.12.2p09
Assets and liabilities held for Fair value
trading
- Hedge accounting derivates

Other assets 1,300 117 1,300 117

Other liabilities 4,016 328 4,016 328
- Hedge derivatives without

application of hedge accounting

Other assets 518 843 518 843

Other liabilities 463 188 463 188
Loans and receivables Amortised costs
- Trade receivables 62,487 48,160 62,487 48,160
- Other assets 7,727 7,149 7,727 7,149
Available-for-sale financial Fair value
instruments
- Investment securities 367 992 367 992
Other financial liabilities Amortised costs
- Liabilities to banks 42,471 42,154 42,471 42,154
- Trade payables 27,814 27,531 27,814 27,531
Cash and cash equivalents Fair Value 44,462 57,598 44,462 57,598

8. Other obligations

Other financial obligations from leasing and rests divided across the years as follows:

€ thousand
2011 2,058
2012 to 2015 1,902
2016 and later 105
Total 4,065

The company and its subsidiaries have enteredvatmus operating lease agreements for company cars
office equipment and other facilities and equipm@ihie terms for leased objects range from twowe fiears.
Leasing agreements are not normally cancellable.

Other guarantees, open letters of credit for pusetiaggoods at suppliers and possible obligatiossngrirom
bills of exchange amounted at reporting date t®ZS,thousand (previous year: €4,577 thousand). rOthe
possible liabilities amounted to €13 thousand (joev year: €18 thousand).

Money market funds recognised as assets amount@@4tb thousand (previous year: €640 thousand),whic

were used to secure various pension commitments.

9. Corporate Governance Code

The Board of Directors and the Supervisory BoardEafhell Germany AG have made a prescribed
declaration of compliance pursuant to Section Ifethe@ German Stock Corporation A&kKG) and made this

permanently available to shareholders on the cogipavebsite at www.einhell.com.
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10. Related party transactions

Remuneration paid to members of the Board of Direairs

Members of the Board of Directors receive fixed aratiable performance-based salary components.
Members of the Board of Directors hold shares imhEll Germany AG. There are no share option
programmes or similar arrangements. For the firsn@ar 2010, total salaries of members of the @adr
Directors of Einhell Germany AG amounted to €2,480usand (previous year: €1,916 thousand). Pension
provisions amounting to €164 thousand were alsogmised for this group.

Pension provisions amounting to €1,408 thousandv{pus year: €1,287 thousand) have been made for
former members of the Board of Directors. In thizahcial year, €99 thousand was paid out in pension
commitments to former members of the Board of Doex

Total remuneration paid to members of the Superyi®pard in the past financial year amounted to €89
thousand (previous year: €84 thousand).

No loans or share options were granted to memberhed Board of Directors or to members of the
Supervisory Board.

11. Dependency report

As in 2002, pursuant to Section 21 (1) of the GerrBacurities Trading ActWpHG) the company was
notified by Thannhuber AG, registered office in dan/ Isar, that its shareholding had exceededhtiesiiold
of 75% of ordinary shares.

Thannhuber AG holds the majority of shares in EinBermany AG. We confirm that during the reporting
period Einhell Germany AG had no legal transactiwite Thannhuber AG, nor did it take or fail to &a&ny
measures to the detriment of Einhell Germany AG.

12. Auditor’s fees

Auditors’ fees of KPMG AG included as an expensé¢him financial year for the auditing of the condated
financial statements amount to €91 thousand (puvsviear: € 91 thousand). The fee for the auditinghle
KPMG company in the KPMG LLP Group amounted to €i6dusand (previous year €161 thousand). The
fees are due solely for auditing services. No otloersultancy fees, tax advisory fees and othelicswere
provided for the Einhell Group.

13. Events after reporting date

No further events took place after reporting dagg tould have a significant impact on net assetancial
position and earnings.
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14. List of subsidiaries

Investment IFRS equity
direct indirect as at
31.12.2010
% % € thousand
iISC GmbH, Landau/lsar 100.0 1,285
Hansi Anhai Far East Ltd., Hong Kong/China 100.0 13,533
HAFE Trading Ltd., Hong Kong/China 100.0 1,506
Hans Einhell China (Chongging) Co. Ltd., Chongq@tgha 100.0 1,309
Hansi Anhai Youyang Ltd., Chongging/China 100.0 5,570
Hans Einhell (China) Trading Co., Ltd., Shanghaif@h 100.0 1,031
Einhell Osterreich Gesellschaft m.b.H., Vienna/Aiast 100.0 4,504
Einhell Portugal — Comércio Int., Lda., Arcozeloffgal 100.0 3,597
Einhell Benelux B.V., Breda/Netherlands 100.0 946
Einhell Italia s.r.l., Milan/Italy 100.0 3,972
iSC ltalia s.r.l., Milan/Italy 100.0 61
Comercial Einhell S.A., Madrid/Spain 100.0 1,544
Einhell Polska Sp.z 0.0., Wroclaw/Poland 90.0 13,665
Einhell Hungaria Kft., Budapest/Hungary 100.0 700
Einhell Schweiz AG, Winterthur/Switzerland 100.0 1,616
Einhell UK Ltd., Birkenhead/United Kingdom 100.0 1,024
Einhell Bulgarien ODD., Varna/Bulgaria 67.0 141
Einhell Export-Import GmbH, Tillmitsch/Austria 100.0 797
Einhell Croatia d.o.0., Lepajci/Croatia 100.0 3,814
Einhell BiH d.o.0., Vitez/Bosnia 66.7 2,149
Einhell d.o.0. Beograd, Belgrade/Serbia 100.0 264
Einhell Romania SRL, Bucharest/Romania 100.0 2,694
Einhell-Ukraine TOV, Kiev/Ukraine 100.0 100
Svenska Einhell AB, Gothenburg/Sweden 100.0 -209
Einhell Holding Gesellschaft m.b.H., Vienna, Auatri 100.0 1,000
Einhell-Unicore s.r.o., Karlsbad/Czech Republic 100.0 2,383
Einhell Intratek Muhendislik ve Dis Ticaret A.S.,
Istanbul/Turkey 85.0 2,640
Anxall Hellas A.E., Athens/Greece 96.0 422
Einhell Chile S.A., Santiago/Chile 90.0 163
Einhell Scandinavia Aps, Arhus/Denmark 100.0 -35
Einhell Middle East Trading FZC, Ras Al-Khaima/UdtArab
Emirates 98.0 2.0 -103
Einhell Slovakia s.r.o., Pezinok/Slovakia 100.0 -248
Einhell France SAS, Villepinte/France 70.0 -1,035
Einhell Australia PTY. Ltd., Victoria/Australia 90.0 -3
Einhell Brasil Com. Distr. Ltda, Campinas/Brazil 90.0 -10
Einhell Norway AS, Larvik/Norway 100.0 189
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15. Company bodies
The Board of Directors of Einhell Germany AG in firencial year 2010 comprised:

» Andreas Kroiss, Linz/Austria (Chairman) Sales,ghasing, marketing
product management and
corporate strategy

« Jan Teichert, Metten Finance and accounting,lé¢gal,
controlling, investor relations and personnel
e Dr. Markus Thannhuber, Landau/Isar Technology @oduct manufacture,

quality assurance, service, IT, production
and maintenance
* York Boeder, Landau/lsar Sales international 81il12.2010

Jan Teichert is Deputy Chairman of the Supervig@ogrd of SUSS MicroTec AG, Garching.

The _Supervisory Board of Einhell Germany AG comgsis

* Josef Thannhuber, Landau/lsar Chairman
Businessman

e Univ.-Prof. Dr.-Ing. Dr.-Ing. E.h. Dieter Spath,sbachwalden Deputy Chairman
Head of the Fraunhofer Institute for Industrial Exagring (IAO),
Stuttgart

e Maximilian Fritz, Wallersdorf - Haidlfing Emplogerepresentative

Call Centre team leader

Univ.-Prof. Dr.-Ing. Dr.-Ing. E.h. Dieter Spath & member of the following Supervisory Boards and
Administrative Boards:
e Christophsbad GmbH und Co., G6ppingen, Membene®dministrative Board, until June 2010
* LIEBICH & PARTNER Management- und Personalberati® Baden-Baden,
Chairman of the Supervisory Board
e ict Innovative Communication Technologies AG, Kudg,
Deputy Chairman of the Supervisory Board

*  Zeppelin GmbH, Garching, Member of the Superviddoard

Landau/lsar, 17 March 2011

Einhell Germany AG
The Board of Directors

Andreas Kroiss Jan Teichert Dr. Markus Tharuenu
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Einhell Germany AG, Landau a. d. Isar

Statement of non-current assets in the financial year 2010

Acquisition and production cost

Re Currency
1.1.2010 Additions Disposals classification differences 31.12.2010
€ € € € € €
I. Intangible assets
1. Franchises, development costs, trademarks
patents and licences and similar
rights and values and licences and
similar rights and values 11.493.941,96 189.647,09 0,00 15.648,53 92.637,67 11.791.875,25
2. Goodwill 9.584.646,94 836.796,69 -66.380,99 0,00 0,00 10.355.062,64
3. Prepayments 18.514,43 0,00 -863,58  -7.000,00 0,00 10.650,85
21.097.103,33  1.026.443,78 -67.244,57  8.648,53 92.637,67  22.157.588,74
Il.  Property, plant and equipment
1. Land, leasehold rights and buildings,
including buildings on
non-owned land 26.144.540,73 413.899,35 0,00 0,00 146.920,65 26.705.360,73
2. Technical equipment, plant and machinery 4.273.934,90 56.063,45 -15.159,89 0,00 94.618,26 4.409.456,72
3. Other equipment, fixtures and fittings and
equipment 10.250.133,84 2.078.738,66 -375.748,51  28.548,30 221.129,86 12.202.802,15
4. Prepayments and machinery under construction 37.286,48 93.865,61 0,00 -37.196,83 -89,65 93.865,61
40.705.895,95  2.642.567,07 -390.908,40  -8.648,53  462.579,12  43.411.485,21
Ill. Financial assets
Securities 995.775,72 3.142,73 -627.935,55 0,00 0,00 370.982,90
62.798.775,00 3.672.153,58 -1.086.088,52 0,00 555.216,79 65.940.056,85
Statement of non-current assets in the financial year 2009
Acquisition and production cost
Re Currency
1.1.2009 Additions Disposals classification differences 31.12.2009
€ € € € € €
I. Intangible assets
1. Franchises, development costs, trademarks
patents and licences and similar
rights and values and licences and
similar rights and values 11.315.553,83 449.791,37 -257.777,48  -9.727,26 -3.898,50  11.493.941,96
2. Goodwill 9.931.275,16 445.191,11 -800.000,00  8.180,67 0,00 9.584.646,94
3. Prepayments 34.122,01 7.000,00 -30.833,88 0,00 8.226,30 18.514,43
21.280.951,00 901.982,48 -1.088.611,36  -1.546,59 4.327,80 21.097.103,33
Il. Property, plant and equipment
1. Land, leasehold rights and buildings,
including buildings on
non-owned land 26.181.961,56 135.785,58 -114.708,49 53.487,79 -111.985,71 26.144.540,73
2. Technical equipment, plant and machinery 2.450.534,74 2.841.534,42 -1.005.239,46 0,00 -12.894,80 4.273.934,90
3. Other equipment, fixtures and fittings and
equipment 10.924.553,72 671.209,24 -1.232.561,76 -51.941,20 -61.126,16 10.250.133,84
4. Prepayments and machinery under construction 15.161,47 26.930,23 -4.533,30 0,00 -271,92 37.286,48
39.572.211,49 3.675.459,47 -2.357.043,01  1.546,59 -186.278,59  40.705.895,95
Ill. Financial assets
Securities 987.930,49 7.845,23 0,00 0,00 0,00 995.775,72
61.841.092,98 4.585.287,18 -3.445.654,37 0,00 -181.950,79 62.798.775,00




Cumulated depreciation Book values

Depreciation
in financial Currency
1.1.2010 year Disposals  Reclassification differences 31.12.2010 31.12.2010 31.12.2009
€ € € € € € € €
9.748.776,42 1.207.433,33 0,00 78,91 57.929,29 11.014.217,95 777.657,30 1.745.165,54
2.106.467,78 0,00 0,00 0,00 0,00 2.106.467,78 8.248.594,86 7.478.179,16
11.068,07 0,00 0,00 -417,22 0,00 10.650,85 0,00 7.446,36
11.866.312,27 1.207.433,33 0,00 -338,31 57.929,29  13.131.336,58 9.026.252,16 9.230.791,06
15.390.386,60 750.000,72 0,00 0,00 67.540,18  16.207.927,50 10.497.433,23 10.754.154,13
1.102.834,91 284.298,50 -1.496,61 0,00 52.432,91 1.438.069,71 2.971.387,01 3.171.099,99
7.645.036,41 1.040.283,99 -297.049,81 338,31 149.977,20 8.538.586,10 3.664.216,05 2.605.097,43
0,00 0,00 0,00 0,00 0,00 0,00 93.865,61 37.286,48
24.138.257,92 2.074.583,21 -298.546,42 338,31 269.950,29  26.184.583,31 17.226.901,90 16.567.638,03
3.845,03 0,00 0,00 0,00 0,00 3.845,03 367.137,87 991.930,69
36.008.415,22 3.282.016,54 -298.546,42 0,00 327.879,58  39.319.764,92 26.620.291,93 26.790.359,78
Cumulated depreciation Book values
Depreciation
in financial Currency
1.1.2009 year Disposals Reclassification differences 31.12.2009 31.12.2009 31.12.2008
€ € € € € € € €
8.505.462,91 1.444.964,72 -185.635,45 -8.180,16 -7.835,60 9.748.776,42 1.745.165,54 2.810.090,92
2.098.287,11 0,51 0,00 8.180,16 0,00 2.106.467,78 7.478.179,16 7.832.988,05
6.947,76 417,22 0,00 0,00 3.703,09 11.068,07 7.446,36 27.174,25
10.610.697,78 1.445.382,45 -185.635,45 0,00 -4.132,51  11.866.312,27 9.230.791,06 10.670.253,22
14.726.399,68 754.729,11 -86.768,96 4.514,33 -8.487,56  15.390.386,60 10.754.154,13 11.455.561,88
1.926.985,20 182.833,33 -997.741,84 0,00 -9.241,78 1.102.834,91 3.171.099,99 523.549,54
7.734.634,22 1.041.930,59  -1.108.969,47 -4.514,33 -18.044,60 7.645.036,41 2.605.097,43 3.189.919,50
0,00 0,00 0,00 0,00 0,00 0,00 37.286,48 15.161,47
24.388.019,10 1.979.493,03  -2.193.480,27 0,00 -35.773,94  24.138.257,92 16.567.638,03 15.184.192,39
3.845,03 0,00 0,00 0,00 0,00 3.845,03 991.930,69 984.085,46
35.002.561,91 3.424.875,48  -2.379.115,72 0,00 -39.906,45  36.008.415,22 26.790.359,78 26.838.531,07

Appendix to Notes to consolidated financial statements



Einhell Germany AG, Landau a. d. Isar

Group Management Report for the financial year 2010

1. Business activities, structure, management and g@adf the Einhell Group

1.1 General operations and business segments

Einhell Germany AG, with its registered office irmrdau/lsar (Germany), is the parent
company of the international Einhell Group.

Einhell develops and sells solutions for the haralyrmnd tradesman for home, garden and
recreational use. Its basic product principles tareeact faster, more flexibly and with
more innovation than its competitors. Einhell ma&khe global direction of its customers
with a high degree of internationalisation. Sulmidis and associates across the world
cement contacts with the globally operating custsnoé Einhell AG.

The subsidiaries comprise sales companies mainkuirope and trading companies in
Asia. The Asian subsidiaries are also responsilde groduct development and
procurement. As production takes place in Asia,ae® established quality assurance at
the same locations. Einhell employs around 1,00pl@yees worldwide. Group revenues
amount to around €365 million.

Einhell Germany AG divides its operations into tiweo business segments Tools and
Garden & Leisure.

Operational responsibility for each of the segmdigs with the divisional heads or
Managing Directors of the subsidiaries. Allocatioihsales responsibilities is constantly
revised for this management level and is basedhendivisional classification between
Tools and Garden & Leisure. The Einhell Group soalorking on implementation of a
Business Unit concept, whereby responsibilitieseattended beyond sales to such areas as
product management and procurement, based on th&odal classification between

Tools and Garden & Leisure.



1.2 Legal structure and management of the Group

Legal structure and changes to Group structure

Einhell Germany AG, Landau/lsar, holds direct amdirect shareholdings in a total of 36
subsidiaries that are all legally independent caorgs

It holds all the shares in subsidiaries with a i@isied or special function such as service,
product sourcing/product preparation, procurementfpases and quality control and
quality assurance. It also usually holds all th@reh in global sales companies.

In subsidiaries where Einhell Germany AG does mdd lall the shares, in all cases Einhell
Germany AG has a direct or indirect majority shatdimg. Minority shareholdings are
almost exclusively held by the corresponding Mangdpirectors of the companies. This
is an essential element of the Einhell Group gjsateand is intended to promote
entrepreneurial co-responsibility by direct investinin the company’s capital and the

success of the corresponding company.

With respect to the responsibilities of the Einl@&tbup companies, all activities that can
be centralised are carried out at just one locaBgrway of example, product preparation,
the search for factories, auditing, certificatipmcurement, service, controlling, financing,
IT and other administrative activities are censedi in Group companies in Germany and
China. This organisational structure within the Grallows all sales companies to focus
on their core functions. Einhell is also in a positto press ahead with international
expansion as each sales company has a similatwsuand the business model can be
efficiently rolled out in new countries. As organgrowth offers huge potential, the
organisational structure and efficient set up efllusiness model of the Einhell Group are

one of the most important responsibilities of thenagement.



The Group structure changed as follows during ih@nicial year 2010: 10% of the shares
of Einhell Australia were transferred to the lob&naging Director. All shares in Einhell
Middle East Trading FZC and in Einhell Romania SRkre also taken over. These
companies have therefore become fully owned Grabpidiaries.

During the fourth quarter of the financial year QDEinhell sets up the company Einhell
Norway AS with its registered office in Larvik. Thcompany is fully owned by Einhell
Germany AG.

Management and control

Responsibility for the business activities of thmHell Group lies with the Board of
Directors. This comprised three members at the tfreparation of the annual financial
statements, consolidated financial statements aadagement report. The Board of
Directors manages, organises and monitors strategid operational business processes
for the whole company. Responsibilities within tBeard of Directors are based on
technical responsibility of the relevant Board afd@tors member for the departments for
which he has been given responsibility. The Chairnoh the Board of Directors is
responsible for sales, procurement, marketing, ymbohanagement and corporate strategy.
The Chief Financial Officer is responsible for fm& and accounting, tax, legal,
controlling, investor relations and personnel. Tt@ef Technical Officer is responsible
for technology, product manufacture, quality cohtrservice, IT, production and

maintenance.



The Board of Directors manages the specialists arahagement of the relevant
departments and relies upon an existing hierarchydivisional and departmental
management at Einhell Germany AG, and on Managingcibrs and their specialists and
managers in the subsidiaries. The Board of Direcsaeks to ensure flat hierarchies and
values the opportunity to maintain direct contaithvemployees and specialist staff in all
divisions. Regular meetings of the Board of Direstoindividual departments and
divisional and cross-departmental meetings wheagaired secure efficient communication

and informational flows to all responsible parties.

The Supervisory Board of Einhell Germany AG, comipig three members, monitors and
provides advice to the Board of Directors aboutlagquirements and the provisions of
the German Corporate Governance Code.

At regular meetings of the Supervisory Board, tleam@ of Directors provides information
to the Supervisory Board about the state of the pamy, business transactions and
corporate strategy.

The Supervisory Board also maintains ongoing limlesommunication with the Board of
Directors outside of meetings and ensures an aaoleptevel of communications and

informational flows between the Board of Directarsl the Supervisory Board.

Principles of the remuneration system for the Boardf Directors

Members of the Board of Directors receive fixed aperformance-based variable
remuneration with short-term and medium-term congmé® The performance-based
components depend on consolidated net profit, egsnof the various divisions from the

previous financial year, growth of Group assets aedsonal targets. The evaluation
system for variable remuneration components hasiresd unchanged for several years
and ensures transparent and sustainable accouptagjices based on the Group’s
strategic aims.

One-off effects derived from special circumstanaes limited by a cap when calculating
variable remuneration. Members of the Board of €&woes receive shares in Einhell

Germany AG. There are no share option programmesimiar schemes. Further

information about the salaries of the members eBbard of Directors can be found in the

Notes to the consolidated financial statements.



Personnel changes in the Board of Directors

At his own request, the former member of the Baafr@irectors with responsibility for
international affairs, Mr York Boeder, did not extehis three-year contract that expired
on 31 December 2010 and left the Company. The arfessponsibility formerly covered
by Mr York Boeder were divided. Parts were trangf@rto the responsibility of the
Chairman of the Board of Directors, and parts wadlecated to the responsibility of the
Chief Financial Officer. The Board of Directors attnd Supervisory Board would like to
thank Mr Boeder for his efforts on behalf of thengmany and wish him all the best in his

new endeavours.

1.3 Management, aims and strategy of the Einhell Group

Management

Management of the business activities of the EInGebup is mainly based on the key
figures revenues, gross profit margin, and earnb@jere taxes (EBT). The Einhell Group
also monitors the significant growth drivers of kiog capital, inventories and trade
receivables using key figures.

Inventories are analysed on an ongoing basis agitealon the basis of stock turnover and
possibility of value write-down requirements. Int@ty sampling also checks and manages
the ordering of new goods with respect to produgilability and checks inventory
amounts for plausibility.

Trade receivables are constantly monitored on #sslof due dates and are subjectto a
fixed valuation scheme. Receivables are usuallytdunto the extent of the receivables
insurance or subject to management based on ifiteset limits. Accounts receivable
targets are also subject to constant monitoringaaadan important management figure for

the Company’s working capital.



Aims

The Einhell Group promotes sustainable profitabtewsh of revenues and profits.
Profitability is more important than pure growthherl fixed aims of the Company are
attaining long-term stable pre-tax yields of abdub 5% and long-term stable dividend

distributions.

Strategy

Strategic aims of the Einhell Group over the nek%tyears are developed by the Board of
Directors in conjunction with management. The Boair@irectors has summarised these
aims in a strategy paper and will oversee and coally monitor the operative
implementation of these strategies.

The most important strategic aim is the furtheennationalisation of the Company. As
well as building up existing customer relationshipgnsistent efforts should be made to
break into new markets. Einhell wants to furthevadep into a global player with an
extremely attractive product range. The producigeanan be expanded to encompass
appropriate and profit-generating areas. We wibdbcus our efforts on customer service
and this will be expanded into an internationalv®er organisation. On the procurement
side, the Einhell Group wants to minimise dependemt specific procurement regions

and establish a global sourcing model.



1.4 Product preparation, procurement and quality managenent

Product preparation

Expenses for product preparation in the financedry2010 amounted to €4.0 million
(previous year: €3.6 million). This sector has &ptoyees (previous year: 34 employees).
This sector is mainly sales-driven and customezrted. Therefore, cooperation with
other departments, such as quality security, isomamt, as its communication with
customers. Customer requirements are taken intwuatérom the outset during the design
of new products and versions. The customer is deghas a partner. This allows the entire
Einhell Group to consistently adapt to markets, ar@nt that Einhell has become one of
the fastest reacting companies in the industry. ddmtive feedback from our customers

convinces us to retain this approach.

The “Blue” and “Red” product lines introduced a¢ thnd of 2008 have been well received
by customers. The new product lines are differégdidy price and design. The product
line “Blue” designates the medium and the produnet fRed” designates the higher price
segment. Prices remain below those of the currearken leader but the products are
distinguished by design, exclusivity and custonewise. As well as generating desired
effects with the customers, through the introductad these lines we were also able to
increase logistical and distribution efficiency.ighllows Einhell to offer a full up-to-date
range of attractive and modern products, whiclais for a company in this branch.

The Einhell Group holds a diverse portfolio of Gamand European patents, registered
designs, design patents and brands. A principalsfarf corporate strategy is to extend

these patent applications, registered designsgdasidn patents significantly.



Procurement

In the procurement division, commodity prices amgraportant factor in global trade. The
strong recovery of the global economy in 2010 rtesluin significant price rises. China in
particular needs commaodities for its fast growingustries. Raw materials also became
more expensive because of supply restrictions ofesoommodities. Speculation in the
commodities markets has also led to fluctuationprines. Generous fiscal policies also
meant that financial markets had a lot of liquidgp that some investors invested in raw
materials out of inflationary fears. In 2010, thé&es for cotton saw the strongest rises in
the HWW!I commodity price index with an increase96t8% in US dollars and 111.4% in
Euro. Oil price rises were relatively moderate.viBagn January and December 2010, the
HWW!I commodity price index increased by 21% in Uslals and 30.7% in Euro.

Quality management

Most of the Einhell product range is currently proeld in China. Quality standards
stipulated by Einhell to the Chinese suppliers determined by customer requirements.
Quality control and quality management are improgedtinually. Since high priority is
given to quality checks before shipping from Chitias area is constantly under review.
As well as strict shipping controls on site, thare also controls with regard to observance
of customer-specific quality requirements, inspmwi of ongoing production and

optimisation of manufacturer processes.

Supplier quality is also optimised on an ongoingi®aDependency on individual suppliers
is avoided by having an adequate number of sugptiad a broad distribution of orders.
In order to generate additional flexibility for marement, the Einhell Group has also had a

presence in Vietnam since 2008.



1.5 Personnel and social

The number of employees was increased by 0.6% gluhie financial year 2010 in
comparison with the previous year to an averagé,@®5 (previous year: 999). Revenue
per employee was €364 thousand (previous year €gl&and).

Constant training of our staff provides the basis $uccessful future trading. The
continuing education and training programmes offeire 2010 cover the areas of work
processes, IT, languages and management. Incredsadncy of work processes and
building on skills and knowledge of our employeégeg us a firm foundation for long-

term success of the company. The content and steuof internal company training was
revised and improved, and the opportunities toigpdte in a dual-system period of study
in conjunction with the dual-system Hochschule BeaWéirttemberg Stuttgart were

extended.

The performance and extraordinary commitment oheaifcits employees allowed the
Einhell Group to achieve a remarkable result in fihancial year 2010. The Board of

Directors of Einhell Germany AG would like to expsdts thanks to all Group employees.



2. Overview of business activities

Business conditions

Global economy

After an unusually strong collapse in 2009, ¢ihabal economyhas stabilised surprisingly
quickly. Gross domestic product (GDP) growth rateemerging market economies of
7.6% were stronger than in industrial countrie2.8%0. Whilst the emergent economies in
Asia did not even see a fall in economic perforneamaost industrial countries have not
yet clawed back to pre-crisis levels.

Above all, growth in the first half-year 2010 wasnked by an unexpected significant
improvement in the global economy. Global productiocreased in comparison with the
previous year by about 4.9% and was thus back exchisis levels. This growth was
supported by the expansive fiscal policies of thdustrialised countries, low global
interest rates, and the expansion of productigheremerging market countries. There was
also a very strong expansion of global trade. Gltfaaing volumes were almost back to
pre-financial crisis levels by the middle of 201@&thwvgrowth of 12.3% as against the
previous year.

The global economy improved by 3.9% across theykdr 2010.
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Germany

After the strongest fall in economic performancéhia post-war period during the previous
financial year, th&serman economy improved significantly in 2010. With arcriease of
3.6% in price-adjusted GDP, this was the strongesult since the reunification of

Germany.

Foreign trading provided important support for @erman economy in 2010. After
negative growth in 2008 and 2009, exports contetiut.1 percentage points of positive
growth to GDP. Price-adjusted exports increaseti42% and imports by 13%.

Consumer spending contributed greatly to overadnemic growth in 2010. With price-
adjustments, public spending increased by 2.2%afwispending by 0.5%. This increased
disposition of consumers to buy was based on pesdevelopments in the employment
markets that still create a stable price climatd artensive fiscal advantages that offer
private households a real improvement in incomesite favourable economic growth,
Germany was unable to meet EU debt criteria in 20b@ public deficit of 3.5% of GDP
and deficit of €88.57 billion exceeded the debtitliof 3% specified in the EU stability

pact.

After the crisis year 2009, the German economy @&&tvong economic recovery that had a
favourable effect on employment. The German emptynmarkets have proven to be
very robust. Employment and jobs with social ségurontributions increased by annual
average in 2010 and the number of unemployed Hbisfeé5easonally adjusted figures
show that unemployment and employment figures atéebthan before the economic
collapse. The average annual unemployment rate/wés, which is 0.5 percentage points
lower than in the previous year. The German Fédé&mployment Agency

(Bundesagentur fur Arbgiexpects a further improvement.

The German consumer price index rose by an avergjd % during 2010 in comparison

with the previous year. Therefore, the annual cdferice increases was much higher than
in the previous year, but under the annual ratgrafe increases for most years by
historical comparison. Since German reunificati@mnual prices have on average

increased by 1.9%. The greatest inflationary doution towards rates of price increases

11



12

has been increases in fuel prices. Discountingggnaroducts and seasonal foodstuffs, the

core inflation rate would be 0.7%.

The start of spring business in the GerrbdM market suffered again under the adverse
weather at the beginning of 2010. Cold winter weatind unfavourable temperatures with
ongoing snowfall affected revenue figures. Aftedifficult start, strong sales weeks in
March resulted in a positive first quarter 2010.adjusted figures saw a revenue increase
of 2.3% over the previous year, followed by a pesithalf-year result. Nearly all
construction departments in DIY stores enjoyed meeeincreases of 1.7% in comparison
with the previous year. There was stable growtthéindustry for the fourth consecutive
quarter. In the first nine months, the DIY indusingreased year-on-year revenues by
1.7%. The third quarter even managed to increasmtes by 3.9%. The German Federal
Association of DIY, Building and Garden CentreBufdesverband Deutscher
Heimwerker-, Bau- und Gartenfachmarksticipates a year-on-year increase in revenues
for the full year 2010 of about 2.8%. All developméndicators suggest ongoing growth
in the DIY store industry.

Europe

The global financial and economic crisis has hadiansually massive effect on public
budgets inEuropean countries. In particular, Greece, Portugal anthivé are suffering
under strict public spending cuts. Without the masbailouts in 2010 for Greece and the

entire Euro zone, there might have been anothanéial crisis.



Due to high levels of tension in the Euro zone, ldsithave also been raised as to the
stability of the currency union. However, it shoddd noted that the massive increase in
budgetary deficits and increases in public defiars not restricted to the Euro zone. The
USA, Japan and the United Kingdom are also suffegqually, if not more, from the

consequences of the economic and financial crisis.

There is a visible recovery in the Euro zone econosccording to the European
Statistical Office Eurostat, gross domestic prod@DP) increased by 1.9% in the third
quarter 2010 in comparison with the previous y&monomic outlook in the Euro zone
again improved in December 2010. The compositexino@stimate economic growth rose
to 106.2 points as compared with 105.1 points éengirevious month. This index takes into
account the estimates of industry, constructionvise industries, consumer confidence
and trade development in the EU. Growth dynamicsnemufacturing industries saw
significant increases in the Euro zone in DecemBér57.1 points, the sales manager
index was at its highest level for eight monthse Total annual average for 2010 of 55.4

points was significantly better than the figure thoe previous year of 43.3 points.

Industrial output increased by 2% in the fourth rtera2010. According to Eurostat,
capacity utilisation in the Euro zone and across B increased slightly in the fourth
quarter 2010. For manufacturing industries, capaatilisation in the EU increased to
77.9% in comparison with 77.3% in the previous tgrarThe strongest countries in this

respect were Austria (83.4%) and Germany (83.2%).

There was a strong increase in new orders for Eampndustry at the end of the year.
According to the EU statistical office, the EuronéolIndex increased by 2.1% in
November 2010. There was also noticeable growtlbesember. Euro zone industrial

companies saw the highest export orders for sevahs.
In December 2010, the annual inflation rate inEwewas 2.6%, as against 1.5% in 2009.

The lowest annual rates were in Slovakia, the N&thds, Germany and Cyprus. By

contrast, Rumania, Estonia and Greece were fighitiadnighest rates of price increases.
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Poland is the only country in the EU that did not faltorrecession due to the financial
crisis. With growth of 4.2% in the third quarterl®) Poland has the strongest economy in
Eastern European. In the full year 2010, the P@®nomy generated growth of 3.5% and
is one of the drivers of the European economy, galwith Germany. In 2011 and 2012,
economies anticipate economic growth of up to 4.Z%e Warsaw stock exchange was
also one of the strongest in Europe in 2010. \Afithincrease of 20%, its growth exceeded
even the German DAX share index. However, inflatioriPoland has seen a significant
leap towards the end of the year due to the saifiincrease in fuel prices and was at
3.1% in December 2010 as against 2.5% in Novenmbes. annual deficit increased to

around 7% of GDP.

Whilst the Polish economy was able to defy the glalnisis, the Polish statistical office
warned of significant increases in unemploymenbs&the country and it stood at 12.3%

in December.

There is renewed growth in theustrian economy after the global financial crisis and
economic collapse in 2009. The recovery is maintwesh by the export-oriented

economy. Austria is profiting from the strong grbavaf its most important export partner,
Germany. In 2010, experts anticipate GDP growtii.8P6, supported by a six per cent
increase in industrial production. Austrian indystras also optimistic at the end of 2010.
The sales manager index saw a hefty increase opdris and stood at 57.7 points in

December. The increase in orders was particularjtipe.

The prognosis for 2011 is a widespread recovery@D& growth of 2%. Export growth
in 2011 may fall slightly due to falling export icdtors. Half of economic impulses in

2011 will result from domestic demand.



The Romanian economy has had to bear a fall in GDP over the pastyears of €16
billion. Massive redundancies have lowered the remalh salaried and waged employees.
However, despite the cuts associated with the enanorisis, the unemployment rate has
fallen to 6.9%, which is lower than the previousiye

The inflation rate in December 2010 was 8%, alntste as high as in 2009. The most
important price driver was the fact that value-abithx was increased from 19% to 24% in
July 2010, by which Romania met the conditions le# tnternational Monetary Fund
(IMF) with respect to improvements to the publidicie Despite a multitude of defaulted
loans, the IMF certified the Romanian banking systes having robust capital resources.
With the reforms already put in place, the struatdeficit should fall within three year by
seven GDP percentage points to 1.5%. After thigainprogress, the IMF provided a
further €904.08 million at the beginning of 201d&,that Romania has received a total of
€12.4 billion. With forecast growth of between 0.2#d 1.7%, Romania will continue to

be dependent on the IMF loan system in 2011.

TheBritish economy grew more strongly than expected in 201the third quarter alone,
GDP increased two times more than expected anédased year-on-year by 2.7%. Sales
managers in the industrial sector increased in Deee from 57.5 points to 58.3 points,
the highest level since September 1994. Produdtioreased again in December. New
export orders increased above the historic recai im April. Investments increased by
8.9% in 2010 by year-on-year comparison. Howevanng industry is countered by
depressed domestic demand. Government cuts aigghitie pockets of consumers hard
and causing difficulties in the retail sector. Rter consumption barely improved in the
second half-year 2010.
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In 2011, the United Bank of Switzerland (UBS) expegrowth of 1.5% and growth in
2012 should also still be below 2%. Although thé#aition rate of 3% is far above the
inflation target of the Central Bank, the Bank afgiand (BoE) expects no tightening of
financial policies due to uncertain ongoing ecoroiforecasts. The British Government
increased value-added tax from 17.5% to 20% om@aly 2011.

The Organisation for Economic Co-operation and Dmeent (OECD) expects that
Spain will be suffering for a long time under the effeai$ the deep recession that
followed the financial crisis. Structural deficitaean that the recession has led to a

massive increase in unemployment and a furtheremimg of public budgets.

At the end of 2010, there was a slight improvemer§panish employment markets with
4.1 million unemployed and an unemployment ratenofe than 18% that is more than

twice the EU average.

Although the Spanish economy saw slight growtthm gecond half-year 2010, budgetary
consolidation is impacting on economic growth. Afte public deficit of over 11% in
2009, the socialist government is seeking to imgset limits on the public deficit. The
aim for 2011 is only 6% of GDP.

The global financial crisis hardly had any effeat the Turkish economy. The Turkish
economic upswing is mainly due to the reforms of fast decade. After difficult
economic times in 2000 and 2001, the Turkish ecgnprofited during the financial crisis
from its reformed banking sector.



There was economic growth of 11.7% in the firstrtpra2010. The Turkish economy
grew by 8.1% in the full year 2010, almost twicesa®ng as the global economy. Only
the economies of China and India are currently gigwas fast. The public deficit in

Turkey of 3.6% of GDP was even lower than budgdétedhe government. In 2011, the
deficit is scheduled to fall to 2.8% of GDP. Théation rate of 6.4% is lower than at any
time in the past 41 years. Whilst price inflationy@ars ago was almost 100%, price
increases of below 5% are anticipated for 2011.k@wris already the 15th largest

economy in the world.

Asia

China, as the world’s second-largest economy, grew h$3%0n 2010. Despite stricter
fiscal policies, economic growth increased in tharth quarter 2010. Between October
and December, GDP was 9.8% over the previous ydemks to an economic stimulus
programme of €460 billion and a massive expansibtoan availability of almost €2
trillion, China was mostly able to avoid the conseces of the global financial crisis in
2009. However, the economy is now threatened widrleeating due to excess liquidity.
In 2010, the People’s Bank of China had strictecdl policies with reserve requirements
being increased six times and base rates incréaseel Due to the dangers of inflation,
the Government tries to further reduce liquidity2@11 and has raised the issue of price
controls for foodstuffs.

Inflation for the full year 2010 of 3.3% is antieiggd. After the highest inflation for more

than two years in November of 5.1%, price increasdtened slightly in December and

stood at 4.6% as against the previous year. Maturicprices also increased in 2010 by
5.5%.
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A sign of growth in domestic demand was a year-earyincrease in retail turnover of
18.4%. Private income levels also increased. Unesidents saw an increase of 7.8%;
country residents saw an increase of 10.9%. Chimekestrial production also grew more
strongly than anticipated to the end of 2010. Adoay to the Chinese national statistics
office, industrial production increased year-onfyaa 13.5%.

In the future, China’s growth will focus on qualitgther than quantity. Improvements are
to be made with respect to environmental protecioth working conditions.

A slight weakening of growth is expected in 2011 ¢gmowth should still be about 8-10%.

Performance report

Einhell Group significantly outperforms revenues ofprevious year

Due to high demand for products in the “Red” antli@ product lines, the Einhell Group
saw a significant year-on-year increase in its mees. Consolidated net revenues for the
financial year 2010 amounted to €365.4 million gaiast €315.7 million in the previous
year.

This means that Einhell outperformed its originedbgmosis for the financial year 2010
whereby, based on ongoing global economic unceytah the beginning of 2010, the
Board of Directors expected similar revenues amditgras in 2009. The improvements in
profitability anticipated for 2011 were already lisad. The Board of Directors
communicated these circumstances to the capitdetsaby regular current reporting.

The domestic market iBermany was able to increase revenues in the financial 3@40
by 19% over the previous year to €145.3 millionegpous year: €122.5 million). The
share of domestic revenues amounts to 40%. Theupt®df the “Red” range sell

particularly well in Germany.

Revenues in thEuropean Unionincreased year-on-yeduring the course of the financial
year 2010. There was a total revenue increase%fdf0€132.2 million to €145.0 million.
The most important sales markets in the finana@alry2010 were still Austria, Poland, and

Italy.



Revenues inAsia in the reporting period amounted to €23.6 milli(previous year
€21.4 million).

Other countries generated significant increases in revenues. Asnsig#he previous
period, revenues increased by €11.9 million to ¥E5Mmillion (previous year

€39.6 million). The strongest countries for salesance again Turkey and Switzerland.

The share of Group revenue generated in other gesr@mounted to 60% in the financial
year 2010.

Development of both segments

The Tools segment achieved revenues in the finan@ar 2010 of €217.6 million
(previous year €185.5 million). This represent®eenue increase of 17%. This segment
includes strong sales from the product groups cessars, cordless screwdrivers, angle

drivers, drill hammers, cleaning machinery prodaetd wood-processing machines.

The Garden & Leisure segment generated increasazhues of €17.6 million to €147.8
million (previous year €130.2 million) in 2010. Bhsegment includes strong sales from
products from the product groups lawn mowers, gestarifiers, electric trimmers, chain

saws, petrol scythes and water technology products.
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3. Earnings
The Einhell Group was able to considerably increesa-on-year earnings in the financial

year 2010 and generated earnings from ordinarynbasiactivities in the financial year
2010 of €20.2 million (previous year: €14.2 milljorThe pre-tax yield increased from

4.5% in the previous year to 5.5%.

This positive earnings growth was mainly due to itherease in gross income by €15.8
million or 17.5% to €105.8 million, and an almosbjportionate increase in other expenses
in relation to revenue increases. The financialltedso improved by €2.6 million to €-1.3
million. This result is mainly calculated from inést earnings of €-1.7 million (previous
year: €-2.0 million) and from earnings from currgrmonversion of €0.4 million (previous

year: €-1.8 million).

The consolidated net profit after minority sharelads increased in the financial year
2010 from €10.8 million to €16.2 million. The retuon investment (ROY)at reporting
date amounted to 8.0% (previous year: 6.3%).

In the financial year 2010, we attained an EBITId/im relation to revenues of 5.9%

(previous year 5.7%).

These earnings meant that the Einhell Group owpedd its targets for the financial year
2010. The Einhell Group has emerged from the firmeisis stronger and was again able

to demonstrate its profitability.

! ROI (Return on Investment) = Earnings from ordinauginess activities / capital * 100
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4. Assets and financial positions

The main items in the statement of financial poaifior the financial years 2009 and 2010
are as follows:

In € millions 31.12.2010f 31.12.200¢
Non-current assets 26.6 26.8
Inventories 95.6 74.6
Trade receivables 62.5 48.2
Cash and cash equivalents 44.5 57.6
Equity 145.0 129.7
Liabilities to banks 42.5 42.2

The balance sheet total increased as a resultddased business volume by €26.9 million
or 11.9% to €253.4 million.

Investments and non-current assets

Investments in the financial year 2010 amount to.6€3nillion, of which
€1.0 million is for intangible assets and the ramar of €2.6 million is for property, plant
and equipment. Intangible assets include mainl\8 €4illion for goodwill of Einhell
Intratek Muhendislik ve Dis Ticaret A. S. Propenyant and equipment comprises mainly
investments in technical equipment and machineng fxtures and fittings and other

equipment.

Depreciation and amortisation in 2010 amounted 338 €nillion and was reduced as

against the previous year by €0.1 million (previgaar: €3.4 million).

Current assets
At balance sheet date, inventories had increased €74.6 million to €95.6 million. Trade
receivables increased by €14.3 million to €62.9ioml(previous year: €48.2 million). No

factoring was carried out in the financial year @01

As a result of decreased cash flows from operdiuginess, particularly from the increase

in inventories and receivables, cash and cash alguits at reporting date decreased by

21



22

€13.1 million to €44.5 million. Its share in totasets amounts to 17.6% (previous year:
25.4%).

Financing
The financial requirements of the Einhell Group gemerated in particular by inventory
holdings and trade receivables. Inventory turnomed outstanding time periods of

receivables play an important role and have a fsogmt effect on financial requirements.

The Einhell Group is financed firstly by way of égucapital generated from shareholders
by the establishment of the company and subsedagmital increases, and by generated
profits that are invested in reserves or balaneetstotals carried forwards. Secondly, the
Einhell Group uses debt capital, mainly in the fasimnon-current loans, medium-term
credit lines and supplier credits. Loans are motken out in Euro. Supplier loans are
mainly in US dollar or RMB. Expected cash flowsrnrgpayment of supplier liabilities are
mainly hedged with corresponding hedge transactions

Due to its very healthy and solid finance structwhkereby the Einhell Group traditionally
has an excellent equity ratio that currently staatds7.2%, the Board of Directors does not
anticipate any problems with current business djmers, nor does it foresee any financing
problems for future business volume during expansicdthe company.

Therefore the Board is maintaining its extremelgcassful and long-term international

expansion strategy.

In the financial year 2010, the Einhell Group wagsia mainly financed by non-current
loans. The bonded loan that expired in 2009 wakced with bilateral credit agreements
that successfully replaced the expired bonded [dhrs secures favourable terms for non-
current financing for €40 million until mid-2014.h& Group does not envisage any
difficulties in meeting its repayment obligationsder the loan agreements.

Pleased is that this non-current financing was reecwithout having to provide material

securities, but just on the basis of a covenauntstre. This structure provides the Einhell



Group with sufficient leeway for significant exp#s of business volume. All covenants

were met in this financial year.

The Board of Directors advises that all land anddings of the Einhell Group are free

from third party securities. There are no assigrimef security or similar third party

rights. All property agreements for the benefithofd parties that are in any case valued at

zero, were reorganised during the financial yeat02@nd removed from the Land

Register.

The positive developments in the financial positionthe financial year 2010 are clear

from the summarised statement of cash flows:

in € millions 2010 2009
Cash flows from operating activities -1.7 51.1
Cash flows from investment activities -3.0 -7.0
Cash flows from financing activities -2.2 -6.4
-12.9 37.7
Changes from currency conversion -0.2 -0.1
Net increase in cash -13.1 37.6
Cash and cash equivalents at beginning of period .6 57 20.0
Cash and cash equivalents at end of period 44.5 6 57.

The cash flow from financing activities resultsrfrahe dividend payment for the financial

year 2009.
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Overall economic situation

In summary, the Einhell Group generated an extremlelasing result in the financial year
2010. There were significant increases in both meee and earnings. Gross income
remained stable, despite ongoing difficult conditioin commodity and procurement
markets.

Strategy for the next five years was also succtgdfuplemented. In the opinion of the
Board of Directors, this made a significant conitibn to ensuring the ongoing security of

the Company and its business.

Events after reporting date

Between the end of the financial year 2010 anditite of preparation of the Management

Report, there were no events with any significdoceeporting purposes.

Declaration of the Board of Directors

The Declaration of the Board of Directors pursusmtSection 289a of the German
Commercial Code (HGB) is available on the websife Binhell Germany AG at

www.einhell.com.

Einhell Germany AG applies company management igecto ensure compliance with
legal regulations that go beyond statutory requénets: In particular, during this reporting
period Einhell Germany AG drew up diverse guidddirend procedural rules that are
aimed to all Group employees and seek to avoids ridkbreaching laws. For example,
compliance with legal requirements prohibiting desitrading is ensured by publication of
insider trading rules governing trading with setiesi for executive body members and
employees who have access to insider informati@@ompany management practices

underlying compliance are constantly monitored amended.



8. Risk report

8.1Description of the risk management system and sigintant characteristics of the
internal monitoring and risk management system forGroup accounting processes
as per Section 315(2) no. 5 of the German Commerti@ode (HGB)

Description of risk management process

As a vital component of the internal control systeitine risk management system with
respect to accounting processes is designed tdifideine risk of misstatements in the

bookkeeping and external reporting and serves iiticpéar to identify possible risks at an

early stage. Seizing opportunities in companiegassociated with taking risks. A risk

management system is required in order to be abléake a calculated risk. The

introduction of an IT-based risk management infdramasystem seeks to allow company
and corporate management to gather all informaggnired for management of the Group
in a summarised, compact and timely format. Itasigned to simplify data collection in

the individual companies and minimise the expen$esk management in the Group.

The process of risk management is divided into $téps in the Einhell Group. The first
step is the decentralised recording of risks asisligries and the departments of Einhell
AG by the risk managers specified by the Board ok&ors. They are charged with
identifying risk and valuation. Identification important for the Einhell Group, as no
planning can be undertaken for unidentified riSkge valuation of existing risk is made by
determination of the probability of the damage eodog and the maximum amount of
damage. It is the net risk that is evaluated —ribk that remains after preventative
measures have been taken. The second step compresemnsolidation, analysis and
control of risk by the risk managers and corporatmagement. The company uses various
methods of risk management. Risk avoidance meams tisks, and associated

opportunities, will not be taken.
Another management method minimises the risk byamsgtional methods and is called

risk reduction. A further method is transferringkriby means of insurance, contracts with

suppliers, etc. The remaining risk falls to theHsih Group.
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The presentation of risk by the risk managementwsoé is arranged according to
integration in the company hierarchy. In this wiays possible to present the risks of each
individual subsidiary and the parent company alasiiy cumulative risk. There is also a
company-specific classification into departmentdewant for risk: procurement,
development, finances, IT, human resources, prodoahagement, sales and legal
department. The risks are monitored regularly ambrted quarterly. The most important
risks are also discussed at Board meetings.

Elements of internal control and risk management sstems
The internal control systems of the Einhell Grouplude all principles, processes and
measures to ensure the effectiveness, economy aiaity of its accounting and ensure

compliance with applicable legal regulations.

The internal control systems comprise internal mrand monitoring systems.

Domestic controlling, investment controlling, firg Group accounting and legal
departments comprise the internal control systenthef Einhell Group. Einhell Group

companies draw up plans for the following finangiehr during the current financial year.
Relevant planning for cost of sales and expensdsaisn up on the basis of differentiated
sales revenue planning. This target figures are tsedraw up a projected statement of

comprehensive income for the Group.



Actual figures from financial accounting of the wmidual companies are drawn up on a
monthly basis. This results in a complete statenoérdomprehensive income in which
projected and actual figures are compared andadlailfor analysis. Changes in orders,
and margins are also reported on a monthly basis.rmiembers of the Board of Directors
and the managers of the individual companies awngidns discuss this comparison.
Analysis of the forecast and actual figures allbm tlevelopment and implementation of

suitable control measures.

The internal monitoring system comprises both irdegl and independent process
measures. As well as automated IT process contraapal process controls also form an
important part of integrated process measures ahatalso carried out during internal
auditing. The Supervisory Board, Group auditors atiter audit bodies, such as the tax
auditors, are involved in independent procedurditang checks on the control processes
of the Einhell Group. In particular, the audit bétconsolidated financial statements by the
Group auditors forms a significant part of indepamdprocedural auditing checks with
respect to Group accounting procedures.

Use of IT systems

Recording of accounting transactions is made inntdezidual accounts in the accounting
programme Microsoft Business Solutions Navisionlamal accounting systems. When
drawing up the consolidated financial statement&iohell Germany AG, the financial
statements of the individual subsidiaries are smpphted by further information in
standard reporting packages which are recordedatignat Einhell Germany AG in the
consolidation system CONSIS. Group auditors re@uleneck the interfaces between the
reporting system and the consolidation system amydraconciliation. The consolidation
system CONSIS generates and documents all consohid&ransactions required for
preparation of the consolidated financial statesiestich as capital consolidation, asset

and liability consolidation, or income and expeabBmination.
Specific Group accounting risks

Specific Group accounting risks may arise from ¢toaclusion of unusual or complex

transactions. Transactions that are not normallgsiezhout in the course of business also
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present a latent risk. The discretionary scope rgit@ staff for the application and

valuation of assets and liabilities can also leadther Group accounting related risks.

Important regulatory and control activities to ensue regularity and reliability of
Group accounting

The internal control measures aimed at correctaessreliability of Group accounting
ensure that transactions fully comply in a timelgrmer with statutory requirements and
the stipulations of the company’s articles of asggam. They also ensure that inventories
are carried out in a proper manner, and that asswtdiabilities are properly allocated,
valued and recognised in the consolidated finarstetements. The rules also ensure that

the accounting documentation provides reliableteasparent information.

For example, the control activities to ensure ragiyl and reliability of Group accounting
comprise analysis of circumstances and developnanthe basis of specific key figure
analysis. The separation of administration, impletagon, invoicing and authorisation
functions and their perception by different persaeduces the likelihood of wilful
contravention. They also still ensure that charigeke IT systems used for the underlying
bookkeeping in Group companies are subject todnd timely logging of bookkeeping
transactions. The internal control system also rescrecognition of any changes in the
economic or legal circumstances of the Einhell @r@nd the application of new or

amended statutory regulations for Group accounting.



The International Financial Reporting StandardsR@F accounting standards provide
uniform accounting and valuation policies for thempanies from Germany and other
countries that are included in the Einhell conskd financial statements. As well as
general accounting principles and methods, these affect regulations about the
statement of financial position, statement of caghpnsive income, notes, management

report, statement of cash flows and segment reygpas applicable in the EU.

The Einhell accounting policies also govern corefeirmal requirements regarding the
consolidated financial statements. As well as det@ng the companies included in the
consolidation, there are detailed rules about tleenents of reporting packages to be
prepared by Group companies. The formal requiresne$éo cover the mandatory
application of standardised and complete form Séte. Einhell accounting principles still

contain concrete rules about presentation and mandf Group accounting transactions

and any resulting reconciliations.

At Group level, specific control activities to emsuregularity and reliability of Group

accounting comprise the analysis and correctionefehnecessary) of the individual
financial statements prepared by Group companiestr@l implementation of impairment
tests for the cash generating units identifiedieyGroup allows the application of uniform
and standardised valuation criteria. The preparadintd aggregation of further data for the
preparation of external information in the notesd amanagement report, including

significant events after reporting date, is alswied out at Group level.

Note on limitations

The internal control and risk management systemenaabssible by the organisational,
control and monitoring structures established by Hinhell Group allows for a full

compilation, preparation and appraisal of the camgjsa situation and an accurate

representation in Group accounting.
However, it is not possible to totally exclude peral discretionary decisions, defective

controls, criminal acts or other circumstances dahdse may result in a restrict

effectiveness and reliability of the internal cah@ind risk management system. Therefore,
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the group-wide application of these systems camntiit absolute security guarantee the

correct, complete and timely representation ofurirstances in Group accounting.

8.2Description of risks

8.2.1 General economic and industry risks
The Einhell Group is subject to general risks fritva global economy and specific risks

for the construction market, specialist markets @i store sector.

The Einhell Group is subject to global economiksi$rom its international operations.
These can take the form of political and econonsikst The politics of countries in which
Einhell operates today can affect the stability @ednomies of these countries. Also,
policies in the countries in which Einhell hopes dmpand its operations can affect
Einhell’'s business strategy. This risk extends, dgample, to the currency policies of
countries or to import and export regulations drartpractical application. The same also
applies to procurement countries where Einhell sesiiits products. The Einhell Group
seeks to keep abreast of general political risksv@y of Group management maintaining
close contacts with responsible local managersrderoto maintain a current picture of
developments. The Einhell Group also pursues @egiyaof limiting investment in non-
current assets, such as property, in such counfrigs gives the Einhell Group maximum
flexibility to react to unfavourable developmentglado be able to have assets available to

take appropriate action in any country at any time.

With respect to industry risks, the Einhell Grogpsubject to developments in the DIY
sector in the corresponding countries. It is algbject to the effects of behaviour and

growth of competitors.

Changes in the sector, such as market concentrafimustomers, may affect Einhell's
business. Einhell seeks to minimise dependenceuch factors by expanding its strong
international market position. The establishmentadtrong product range and customer
friendly service allows Einhell to strengthen itesfiion with customers, even during

changes in market concentration. Strategy changesompetitors may also affect the



Einhell Group. New competitors may be in a positiomsake over Einhell market shares or
existing competitors may change their market sHairghell seeks to counter such changes
by offering a relatively wide product range extemgdirom Tools to Garden & Leisure to
the markets and also to expand strongly at annatEmal level. There is scarcely a market
competitor that offers such a product range in wocion with Einhell’s international

presence.

8.2.2 Procurement risks

Procurement is a primary process in the Einhelirass model and plays an important
role in risk management within the Einhell GrougheTpurpose of procurement is to
ensure that products are acquired on time, araiffitient quality and are a reasonable
price.

One important factor is the suppliers. As the Einhi&roup maintains long-term
relationships with its suppliers, price and sougciisks are minimised. Suppliers are
integrated into the quality control system of therell Group with constant controls. The
Einhell Group is not dependent on individual sugsli Einhell started to implement a

second source strategy several years ago, ancoimiues to be optimised.

In order to optimise procurement planning, purclsntities are in a constant frequency
coordinated with the sales division, reconciled gtmhned via an internet-based order

system.

The risk of currency fluctuation for procurementgcls as from changes in commodity
prices, is countered where possible on the supgdl-and demand-side by means of
Einhell concluding timely supply-side transactiagasover demand-side requirements. A
corresponding product mix, a wide customer base arstfong procurement structure
support this process. This has allowed Einhell tantain gross profit margins within a

stable range for many years.
8.2.3 Sales market risks

The Einhell Group sees sales market risks in lbssarivables and sales volume. Where

possible, the Einhell Group uses Euler-Hermes tredurance to counter credit risk.
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Innovative products that meet customer requiremientsrms of design, functionality and
value for money diminish the risk of a reductiongales volume. This risk is being
countered with the incremental introduction of talearly defined product lines. In this
way, the Einhell Group manages to gain additionark&t share even in difficult

economic periods.

8.2.4 Strategic and expansion risks

Risks are also associated with implementation ef Emhell Group strategy. This may
have the result that resources or elements reqgtoreicthplementation of the strategy are
not available at a particular time or run up adgaiealisation problems. This may be due

to personnel or technical reasons.

The establishment and acquisition of subsidiariss earries fundamental risks. Einhell
seeks to counter these risks by undertaking a fuedgal definition and investigation of
the target country before it begins to identify neales areas. This includes an estimation
of the entire sales environment and market poteitialso begins the search for suitable
managing directors and specialised staff at ary estalge. With respect to infrastructure,
Einhell selects a standard approach for each ndes ssubsidiary utilising internal

processes and IT infrastructure. This reducesiske of setting up a new subsidiary.

Risks also result from acquisitions of the Einf@loup. The company seeks to reduce
these risks in that the takeover candidates arellysiong-term partners of the Einhell
Group. This ensures that new Group companies aegrated in Group structures and
strategies from the beginning. Due diligence i® aarried out at the companies to be
acquired and these investigations are carried gustaff from our investment control

department, supported by external advisors.

8.2.5 Financial, interest and currency risks

The continuing growth of the Einhell Group is alsound up with financing risks. The
Einhell Group uses both non-current and curreratrfanal strategies in order to cope with
financial risk. In the financing domain, there aren-current loans with banks with

bilateral agreements. The Einhell Group also hassat lines of credit that were only



partially utilised in 2010. Both cash reserves agdity provision stood at good levels in

the reporting year.

The Einhell Group is also expanding its nettingtesysand cash pool that was set up by
the parent companies and its subsidiaries. Fingnainthe subsidiaries is made almost
exclusively by inter-Group loans. This reducesriBk of non-transparent and inefficient

loans structures in the Group. The partner compesyset up internal credit lines for the
subsidiaries, the amount of which is determined pbgnning and expected business

volume of the corresponding subsidiaries.

Risks from interest rate changes and fluctuatioeaeewnanaged with derivative financial

instruments such as non-current interest swapsirgedest caps. Risks from currency
fluctuations are mainly managed by using classiwéod exchange transactions. The risk
of currency fluctuations in procurement is covendtere possible by hedging transactions
in the form of futures and options. Currency hedgis made pursuant to IAS/IFRS

regulations regarding hedge accounting for theviddal hedge periods.

8.2.6 Liability risk

Liability risks arise for the Einhell Group mainly connection with product liability. The
main procurement market for Einhell products isPe®ple’s Republic of China. In order
to ensure quality on site, a quality managemeniesy$as been set up in China, which
directly monitors supplier production and implensemirocess controls. Rules and
regulations are monitored on an ongoing basis byomn quality control officers. The
remaining risk for product liability claims is caesl by appropriate insurance. Product
liability claims are classified and efficiently messed on the basis of a clear organisations
and procedural structure. This creates clear lfi@ssponsibility and communication that
are supported by written documentation of recahpland checklists. This system also

involves external specialist offices and experts.
8.2.7 IT risks

Information and communications systems are thesbfasimany business processes of the

Einhell Group. iISC GmbH operates a centralisedisersentre that is responsible for the
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international strategy of the Group. Great impartans attached to the realisation of
uniform international IT standards that are dedigtoeensure the effectiveness, efficiency
and continuity of IT processes within a framework corporate and statutory

requirements.

A fixed part of these standards is the implemeaoatif suitable measures within the area
of physical security, use of high-performance amdiable hardware components,

operation of carefully selected infrastructure @odiness applications, and provision of
high-quality services and processes for the opmratnd further development of the entire

information and communications structure.

The organisation of IT processes is designed araand L process framework. Required
special know how, such as in the area of local damge requirements, is provided by
gualified service partners, for whom the scope extént of performance is contractually
defined and who work closely with the IT organisati Applications are operated in line
with their criticality for business operations imghly dependable system environments
and are subject to adequate business continuithamsms. IT-based precautions that are
regularly checked and updated, in conjunction wille use of qualified staff and
corresponding roles and legal concepts, ensurentst effective possible protection for
confidential data.

The Einhell Group’s IT strategy is closely linkedthe business strategy and is subject to

regular controls and adjustments to take accoutiteobusiness environment.

8.2.8 Legal risks

The Einhell Group is exposed to legal risks. Thesg arise from conclusion of company
contracts with suppliers, customers and other legsirpartners. Einhell is exposed to
various different international legal systems dgrte negotiation and conclusion of
contracts. This applies in particular to the cosio of corporate contracts such as
company establishment and patent agreements arldrsaontracts that are designed to

protect the intellectual property of Einhell.



Einhell tries to minimise such risks by having étsn legal department in Germany and
by constantly checking and monitoring legal circtanses in China. Our own staff carry
out coordination and checks, but we seek advicen fexternal specialists from the

relevant jurisdiction or legal system on a casedse basis.

In summary, we are of the opinion that there aresi®s that endanger the continuation of

the company as a going concern.
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Forecast

9.1 Global economic development

In the opinion of the World Banlglobal economic growthwill be slightly subdued in
2011, but will remain on a solid course for growtrsees global economic output growing
by just 3.3%, after growth of 3.9% in 2010. In t@nion of the World Bank, economies
will start to improve again in 2012, when the esiienis for growth of 3.6%.

Emerging market economies will again be an imparggowth driver in the future. Either
forecast growth of 6% for 2011, growth is signifitlg higher in these countries than in
industrialised countries with growth of only 2.4%.

Cash inflows from the industrialised countries amntributing to massive growth in
emerging market economies. This also carries athiakthese cash flows will endanger
medium-term recovery particularly if currencies dewlly appreciate or create investment
bubbles. There are always many risks following mf the severe financial crisis. The
continuing tension in the financial and propertyrkess is still holding back economic
dynamics in industrialised countries. Public dédich many economies are still too high.
In the opinion of the World Bank, the increase wmenodity prices, and prices for
foodstuffs and fuel, is a continuing cause for @nc Commodities have increased in price
by about 25% since mid-2010. Oil price inflation 1gp2015 with an annual increase of

6.1% will be greater than any other commodity.

Despite the rapid economic recovery, global unegmknt remains high. Whilst during
2010, unemployment levels were not much lower timarnthe crisis year 2009 the
International Labour Organisation (ILO) expects lighs reduction from 6.2% in the
previous year to 6.1% in 2011.



9.2 European development

Solving the debt crisis is of special importancethe European economy.

The Council of the European Central Bank (ECB) haschanged its estimation of the
growth and inflation outlook for the Euro zone, mansiders that a further short—term
increase in inflation rates may be possible. Inddalzer 2010, inflation exceeded the two
per cent level for the first time for a long periothe European Central Bank has not
changed the main rate of interest since June 2@@9%as not changed the deposit rate
since May 2009. It forecasts inflation of just fewbkan 2% for the end of 2011. In the
opinion of economists, a further increase in thiafion rate cannot be excluded in the
long term, as the weak economies of many Euro cesnhas left the European Central
Bank very little room for interest rate rises. Esgdiquidity remains in the markets and

increases inflationary pressure.

The positive basic dynamics of the economic regoirethe Euro zone lasted until the end
of 2010. Euro zone exports will profit from the @mgg recovery of the global economy in

2011. Private domestic demand will also contritiateards positive growth.

However, development of the Euro could endangeiaswexd economic growth. France, a
core EU country, recently attracted the attentibispeculators. The cost of contingency
insurance for French government bonds reached delewels after doubts about the
creditworthiness of the country surfaced. Shomateelief was created by an offer from
China to help some EU member states out of the desis. A decisive contribution
towards the stabilisation of the Euro will be ietBuro rescue system proves to be credible
and if the European stability pact is reformedb#itation of debt levels will be crucial, as

a simultaneous return to growth and competitiveness
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9.3 Developments in Germany

Germany has emerged stronger from the global financiairiThe Federal Government
of Germany laid the foundations for this with tlescue package for the financial markets,
the two economic packages, protection for employsesthe Growth Acceleration Law
(Wachstumsbeschleunigungsgesetz) in 2010. Aftenaoa growth of 3.6% in 2010, the
recovery is continuing in 2011. The German Fedé@lernment anticipates a rise in real
GDP for the full year 2011 of 2.3%. Domestic demaiitlincreasingly play an important

role in the economy.

German public finances are recovering more quitkbBn anticipated as a result of the
overall economic recovery. In the opinion of ther@an Institute for Economic Research
(Deutsche Institut fur Wirtschaftsforschung - DIVifie public deficit will remain well
below 3% of GDP in 2011 and 2012.

With around 40.5 million employees in 2010, thisswhe highest number of citizens in
work since the reunification of the country. 201osld see a further increase in the
employment figures and the lowest unemployment I¢eVer 20 years. Increased job
security has boosted the domestic economy. Econfamécasts for Germany increased by
more than 11 points in January and now stand &t d&ints. Private consumption should
increase by 1.6% in 2011, after a 0.3% rise in 2&EAal available income of citizens will

also rise by 3.4%, according to the estimates@fGbrman Federal Government.

The Centre for European Economic Research (Zentrdim Européaische
Wirtschaftsforschung - ZEW) regards growing investinin Germany and abroad as a
main factor behind the positive outlook for the @an economy. Slight falls in global
dynamics will also have the effect of reducing expoln the opinion of the German
Federal Minister for Economics and Technology, ekgoowth of 14.2% in 2010 will fall
back to about 6.5% in 2011. Imports will also fadim 13% to 6.5%.

Germany'’s opportunities for economic growth are alspendent on stables conditions in

Europe. The German Federal Government is thergfomenoting strengthening of the



growth and stability packages in the European Unmong with a permanent crisis

structure to extend beyond the present packagesxpae in 2013.

9.4Expected growth in the markets relevant to the Einkll Group

The Einhell Group anticipates general rising bussneolumes in the financial year 2011
that should be visible in higher revenues. Howekarhell does not expect uniform results
in all areas. Germany seems to have a rather nouttdobk and there are uncertainties such
as further growth of private consumption and pevsdvings ratios. Both are connected to
and affected by uncertainty of consumers aboutfuh&e progress of the debt crisis in
Europe and resulting inflationary fears. If overadinditions improve, there is however
considerable potential for further growth in Germas these circumstances are mainly
restricted by external factors. The same appliesdirect neighbours Austria and
Switzerland that are one of Einhell's strongest tviegopean markets, along with
Germany. Einhell already has extremely strong maskéuration in Austria in particular,
given the population levels of the country. In $wuh Europe, Einhell expects stable to
slightly improving revenue growth in Spain and Bg#l, whilst much higher growth than
the previous year is expected in Italy. The Frendbsidiary newly established a couple of
years ago plans marked growth, although startifidrof a relatively low level. Einhell

expects solid lateral growth for all other courdrie Western Europe.

Einhell expects positive growth in Eastern Europethe financial year 2011. Not all
Eastern European countries have recovered fronefthets of the crisis, but stabilisation
tendencies are visible in some countries. Einhielagly expects revenue increases in
countries such as Czech Republic, Poland or Cro&@untries such as Bulgaria or

Ukraine are approached with more care and we pignmoderate increases.
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The Einhell Group expects significant improvement®Northern Europe. Einhell expects

significant revenue increases in Sweden, DenmagkNorway, where business activities
with previous business partners have been reomghnifotal revenues in all three

countries are still at a relatively low level an@ & be significantly expanded in the next
years.

Einhell expects significant growth in Turkey. Reuern have almost tripled since acquiring
a majority share in the Turkish company in 2007u/&her significant improvement is also

planned for the financial year 2011. Einhell alepds to see similar significant increases
in Australia where, in addition to solid businesghwan international discount chain,

Einhell is also building up listing business wittcal DIY chains. Planned revenues for
Chile and Brazil are also to be noted. In thesergimg market economies, Einhell has
recognised that a young population with increagagchasing power desires products with
an excellent cost effective ratio. Both these miarikeend the markets in other Central and

South American countries offer extraordinary pasdnh the coming years.

Einhell has different plans with respect to the tasions Tools and Garden & Leisure.
Einhell is already strongly represented in bothisibns in the active Western European
markets and makes synchronised plans for bothidngs although Tools has slightly
higher growth rates. However, it is stronger i@ Tools division in Eastern Europe. These
circumstances will continue until the Garden & luees division is able to catch up with
the other division. The products in this divisiosually move into the focus of consumers
at a later time, when there is increased purchasowger and freely disposable income.
However, we still expect increases in Eastern Eeifop the Garden & Leisure division.
Planning meetings placed great value on improvoggess to the untapped potential in the
Garden & Leisure division. However, this requiresrresponding investment in the

attraction of further suitable staff.



Newer subsidiaries, such as in Australia, BraziCbile, have larger planned increases for
the Tools division; in France and Turkey we plamgéat increases in the Garden & Leisure
division. This gives an overall revenue planningttis higher for Tools than for Garden &

Leisure.

9.5 Aims and opportunities of the Einhell Group

The aims of the Einhell Group for the next five igehave been defined in a strategy paper.
The core issue is international expansion with ddrivate measures. Einhell sees
opportunities for the future in implementation dfist clearly defined strategy. The
implementation of the strategy requires consistpyroaches as well as investment in
necessary resources. The employees are in theliinendf implementation of our goals.
Einhell will expand its pool of specially qualifiestaff over the next few years and invest
in staff development. This is the only way to aesthat we can seize opportunities for
further international expansion and exploit thenamnefficient and profitable manner.

The implementation of the strategy is already uwdgrand is being consistently applied
in all divisions.

The entry into the South American market has alretmtten place. This strategically
important region, a growth driver for the futurejjlvalso be expanded in coming years.
Whilst sales companies have already been estaBllish€hile and Brazil, we also intend
to expand into Argentina in the near future. Lonigem, we also hope to move into Peru,
Columbia, Panama and Mexico. Einhell is seekingnsure the successful implementation
of this expansion strategy by building up staffiese markets.

In Australia, we are seeking to build upon the dasisiness by incorporating DIY chain

stores and expanding the listing business.
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In addition to countries in South America, Einhglalso looking at North African markets.
In the Middle East, in addition to the existing Gpocompany in the United Arab Emirates
(UAE), we also plan to move into countries suchEgypt and Saudi Arabia. We also
intend to increase preparatory activities in Irafi@ South Africa.

In light of the international outlook of the Einh@roup, a global service centre is required
to take care of worldwide customer services. Ratia of this concept gives Einhell a
prime opportunity to set itself further apart fraisicompetitors. Therefore, we are seeking
to establish an international service system witin own Group employees within a
suitable IT environment. Einhell also seeks taaase effectiveness and efficiency in its

international logistics and the increasing inteioralisation of marketing.

The Einhell Group also recognises a good oppostuiaitexpand the product range to
accessories for electrical tools. This could berafifable complement to the existing
product range and generate high turnover by fuliljsing the international distribution

network of Einhell.

9.6 Summary of probable developments

Outlook for the financial years 2011 and 2012

The different countries in which Group companiesrage show varying prospects. Whilst
markets in some countries are functioning well, dagie regained high turnover levels,

this is not the case in all markets, particulanysouthern and Eastern Europe.
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Further development of prices in international caydity markets that had already risen
sharply in 2010 is still difficult to predict or lkcallate. The Einhell Group is proceeding
with care and expects to see further steep prioeases for commodities that will have a
detrimental effect on prices and may depress reageniilso, the risks associated with the
stability of the Chinese Renminbi and the Euro iffiadit to estimate. A weaker Euro

could also lead to increased procurement costs. Hime crisis means that there are
increasing uncertainties about the stability of therency union and the community

current, the Euro.

The Einhell Group has proven over recent yearsithatin a good position to deal with
any risks that may arise. All divisions of the camp are optimised on an ongoing basis
and are set up to adapt to changes in economicozmvents. Therefore, Einhell is making

plans for further revenue increases.

In the financial year 2010, Einhell generated toéalenues of around €365 million. The
Tools division generated around €217 million arel Barden & Leisure division generated

around €148 million.

In the financial year 2011, Einhell plans furthevenue increases of 5-10%. The tools
division is expected to generate growth rates atdp end of this span and the Garden &
Leisure division is expected to generate growtegatt the bottom end of this span. With
respect to turnover margins, Einhell expects simylalds from earnings before taxes in
2011 as generated in 2010.

Expansion will continue in the financial year 2012clusion of new regions will spread
risk further, so that stronger Group companies campensate for weaker companies.
The Einhell Group expects to exceed revenues of €dillion by 2012 at the latest. The
Einhell Group also hopes to again increase its shgxpansion that was cut back during
the global economic crisis, and to press ahead wxpansion in new countries and
markets. Profitability is still the most importassue and, long-term, this should amount to

at least 4 -5 % before taxes.
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9.7 Forward-looking statements, assumptions, uncertaimes and assessment methods
The management report and Group management repoirihell Germany AG and the
Einhell Group contain forward-looking statementsl assumptions. These always bear an
element of uncertainty and are based on estimatsssumptions made in order to draw
up corporate planning. The Einhell Group herebyisedv that the forward-looking
assumptions and estimates may turn out to be iecorEinhell exercises great care with
respect to assumptions when making forecasts abuwdgrtain matters. However, the risk

from incorrect estimations cannot be excluded.

Einhell proceeds as follows in order to controlnpleng and forecast uncertainties during
planning of budgetary figures. Einhell plans revenirst. These plans are drawn up for
each Group company at divisional level (Tools aratdén & Leisure), and also in detail
by product group. Revenues are also budgeted &imas group level and checked against
article groups for plausibility. There is also demibudgeting of gross profit margins for
each Group company at divisional level, articleugrdevel and customer group level.
Detailed costs are derived from revenue plans erb#sis of type of cost and cost centre
or reporting entity. Costs are checked for platlisjbon the basis of the figures for the
previous year and checked for adequacy on the bésedation to net revenues. Specific
assumptions are made with respect to changes is,sch as increases in salaries or
freight costs. General uncertainty about marketettgpments, price developments of
important commaodities or the development of othgoartant cost categories are estimated

and budgeted on the basis of general commerciéibcau

Landau/lsar, 17 March 2011

Einhell Germany AG
The Board of Directors

Andreas Kroiss Jan Teichert Dr. Markus Thanoan



Einhell Germany AG, Landau a. d. Isar

Consolidated Financial Statements to 31 December 2010
And Group Management Report

Responsibility Statement

To the best of our knowledge, and in accordance with the applicable reporting principles,
the consolidated financial statements give a true and fair view of the assets, liabilities,
financial position and profit or loss of the Group, and the Group management report
includes a fair review of the development and performance of the business and the
position of the Group, together with a description of the principal risks and opportunities
associated with the expected development of the Group.

Landau a. d. Isar, 17 March 2011

Einhell Germany AG
Board of Directors

Andreas Kroiss Jan Teichert

Dr. Markus Thannhuber
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Auditor’s Certificate

We have audited the consolidated financial statésngrepared by Einhell Germany AG,
Landau a. d. Isar, - comprising the consolidatatestent of financial position, the consolidated
statement of comprehensive income, the consolidstgigment of income and accumulated
earn, the consolidated statement of changes inye@uid consolidated statement of cash flows
and notes — and the Group management report fofirtaacial year from 1 January to 31
December 2010. The company’s legal representativegesponsible for the preparation and
fair presentation of the consolidated financiatesteents and the Group management report in
accordance with International Financial Reportinan8ards (IFRS), as adopted in the
European Union (EU), and also the German commaemegallations pursuant to Section 315a(1)
of the German Commercial Code (HGB). Our respolityibs to express an opinion on the
consolidated financial statements and Group manageraport based on our audit.

We conducted our audit of the consolidated findrstetements in accordance with Section 317
of the German Commercial Code (HGB) and the gelyeaatepted German standards for the
audit of financial statements promulgated by thent&é Association of Public Auditors
(Institut der Wirtschaftsprufer - IDW). These reguthe audit to be planned and carried out in
such a way that we obtain reasonable assurancentheturacies and breaches that have a
significant effect on the presentation of the nesess, financial position, and results of
operations determined by the consolidated finansk@tements under adherence to the
applicable generally accepted German standardddoaudit of financial statements and by the
consolidated management report have been recognised

In determining the audit procedure, we take acco@intformation about business activities and
the economic and legal circumstances of the compadyexpectations of potential errors are
considered. Our audit also assesses the effecigenok accounting-based internal control
systems and supporting documentation relevantegitbsentation of the consolidated financial
statements and the Group management report, pradottyi on the basis of random sampling.
The audit includes an evaluation of the annualnfiie statements of the companies included in
the consolidation, the determination of companmetuded in the consolidation, the accounting
and consolidation principles applied, the significestimates made by management, and an
appraisal of the overall presentation of the cddatéd financial statements and the Group
management report. We believe that the audit eceleme have obtained is sufficient and
appropriate to provide a basis for our audit opinio

Our audit raised no objections.
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In our opinion, the findings from the audit shovatitthe consolidated financial statements are
prepared in accordance with IFRS, as adopted inBbe and the German commercial
regulations pursuant to Section 315a(1) of the Gar@ommercial Code (HGB), and they give
a fair view of the company’s net assets, finanpa@ition, and results of operations. The Group
management report is consistent with the cons@déinancial statements, gives an accurate
picture of the state of the company in general @rdectly presents the risks and opportunities
for future development.

Munich, 17 March 2011

KPMG AG
Wirtschaftsprufungsgesellschaft (Auditors)

Huber Heipertz
Auditor Auditor



