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Equity ratio remains constant at high level

Assets, equity and liabilities of the Freudenberg Group developed as follows:

Dec. 31, 2006 Dec. 31, 2007 Change
[million €] [%] [million €] [%] [%]
ASSETS
Intangible assets and tangible assets 2,038.8 456 2,057.8 44.5 0.9
Other non-current assets 581.7 13.0 621.7 134 6.9
Non-current assets 2,620.5 58.6 2,679.5 57.9 2.3
Inventories and current receivables 1,636.8 36.6 1,656.9 35.8 1.2
Other current assets 198.6 4.5 236.9 5.1 19.3
Current assets 1,835.4 41.1 1,893.8 40.9 3.2
Non-current assets held for sale and disposal groups 14.5 0.3 54.7 1.2 277.2
4,470.4 100.0 4,628.0 100.0 3.5
EQUITY AND LIABILITIES
Equity 2,060.2 46.1 2,139.9 46.2 3.9
Long-term provisions 473.4 10.6 464.5 10.0 -1.9
Other non-current liabilities 7183 16.0 394.0 8.5 -45.1
Non-current liabilities 1,191.7 26.6 858.5 18.5 -28.0
Current liabilities 1,218.5 27.3 1,609.2 34.9 32.1
Liabilities in connection with non-current assets
held for sale and disposal groups - - 20.4 0.4 -
4,470.4 100.0 4,628.0 100.0 3.5
At 4,628.0 million euros, the total assets of the Net debt rose by 1.9 million euros compared with the
Freudenberg Group rose year-on-year by 157.6 mil- previous year to 627.1 million euros.
lion euros (2006: 4,470.4 million euros). The rise in
the balance sheet total is chiefly due to the increase Dec. 31,2006 Dec. 31,2007 Change
in non-current assets particularly as a result of the [million €] [million €] [%]

purchase of the remaining shares in the Corfina group
and the results from associated companies. Securities

Securities and
cash at bank

ong;zsj aT”k.)onk and in hand rose by 18.9 percent and in hand 1904 2264 18.9
0 £26.4 million evros. Financial debt 815.6 8535 46
Net debt 625.2 627.1 0.3

The equity ratio rose to 46.2 percent (2006:
46.1 percent).
The assets position was further strengthened as a result
of generally satisfactory business development.
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Freudenberg Seals and Vibration Control Technology Europe

2006 2007
Sales [million €] 70 1,226.2
Workforce 8,501 9,291

REVIEW OF OPERATIONS BY BUSINESS AREA

Freudenberg's activities are broken down into the
four Business Areas of Seals and Vibration Control
Technology, Nonwovens, Household Products and
Specialties and Others.

Seals and Vibration Control Technology
Business Area

The Seals and Vibration Control Technology Business
Area comprises the following six Business Groups:
Freudenberg Seals and Vibration Control Technology
Europe, Freudenberg-NOK General Partnership, NOK-
Freudenberg Group China, Vibracoustic (Europe),
Burgmann Industries and Dichtomatik. In 2007, the
largest Business Area in the Freudenberg Group
generated sales totaling 3,008.2 million euros (2006:
2,788.0 million euros) and employed 22,136 people
(2006: 20,762) at year-end.

Freudenberg Seals and Vibration Control
Technology Europe

The Freudenberg Seals and Vibration Control
Technology Europe Business Group grew sales in
2007 by 14.1 percent to 1,226.2 million euros
(2006: 1,074.8 million euros). The full consolidation
of Corfina Industriale S.a.s. di Freudenberg & Cosso
S.r.l,, Pinerolo, ltaly (Corfina Industriale), and all
Divisions contributed to sales growth. The headcount
rose by 790 to 9,291 (2006: 8,501).

All markets of Freudenberg Seals and Vibration
Control Technology Europe developed well in 2007,
and the company’s growth was stronger than that of
its competitors, resulting in higher market shares.

In its business with the automotive industry, Freuden-
berg Seals and Vibration Control Technology grew
more strongly than the market. Automotive spare parts
business also developed well.

Simrit®is the Business Group's brand for the general
industry segment. Growth in this segment even sur-
passed the already strong growth of the previous
year. This was in part attributable to the good orders
position of the German mechanical engineering
industry. The acquisition of the Norwegian seals and
service provider Vestpak in 2008 and the Scottish
sealing specialist TBS in 2007 has laid the foundation
for intensifying activities in the oil and gas market.
Further, the remaining shares in Corfina Industriale
were acquired, and the business operations of the
Automotive Division (exhaust gas system seals,
mechanical seals) of the Burgmann Industries Business
Group were integrated. In early 2008, European
Flexitech operations (brake hoses) were sold to the
Mitsubishi Group.

In the 2007 financial year, Freudenberg Seals and
Vibration Control Technology Europe launched inno-
vative sealing solutions that can reduce automotive
CO, emissions by up to 3 percent. The company also
developed innovative materials and sealing solutions
for biodiesel, alternative fuels and the new R744 air
conditioning coolant.

Freudenberg Seals and Vibration Control Technology
Europe made a good start to 2008. Productivity is

to improve further and there is to be brisk expansion
in the oil and gas, energy technology (solar energy,
wind power), medical technology, aerospace and
hydraulics market segments.



Freudenberg-NOK General Partnership

2006
Sales [million USD] 986.0
Workforce 6,087

NOK-Freudenberg Group China

[before pro-rata shareholding]

2006
Sales [million €] 95.7
Workforce 1,418

Freudenberg-NOK General Partnership

Freudenberg-NOK General Partnership, a joint ven-
ture in which Freudenberg holds a 75 percent share
and NOK a 25 percent share, is responsible for the
seals and vibration control technology business in
the Americas. Sales in 2007 rose by 17.4 million
US dollars or 1.8 percent, surpassing the one
billion US dollar mark for the first time (2006:
986.0 million US dollars). As a result of the weaker
dollar, sales in euros declined by 6.8 percent to
727.6 million euros (2006: 780.6 million euros).
The headcount decreased by 198 to 5,889 (2006:
6,087).

Sales developments must be seen in the context of
the difficult American market. Automobile production
in the USA fell by 1.5 percent, with the three largest
US automakers losing 5.1 percent. There was also a
decline in key markets in the general industry sector.
Freudenberg-NOK General Partnership nevertheless
reported a rise in market shares through its simrit®
brand. Business in the medical technology, aerospace,
oil and gas segments was successfully developed.

Precision Industries, a diaphragm specialist, was

acquired to strengthen general industry sales channels.

In addition, preparations were made for the acquisi-
tion of Anura Plastics in the medical technolgy sector
and the sale of brake hose activities, with both projects
coming to fruition in early 2008.

General Motors selected Freudenberg-NOK General
Partnership as a prototype development partner for
fuel cell seals to be used in the new Equinox. In a first
step, it is planned to produce 100 vehicles for the
Californian market.

For 2008, Freudenberg-NOK General Partnership

expects a further decline in the US automotive indus-
try and higher material costs. This will have a notice-
able effect on automotive business. Moderate growth

is expected in the general industry sector despite the
slight recession forecast for the American economy.

NOK-Freudenberg Group China

In Asia’s largest growth market, Freudenberg and
NOK run their sealing business through the NOK-
Freudenberg Group China joint venture (each holding
a 50 percent share). In 2007, the joint venture grew
sales from 95.7 million euros to 122.1 million euros
(an increase of 27.6 percent), with growth markedly
higher than the average for the relevant sales markets.
Sales are accounted for in the Freudenberg consoli-
dated financial statements on a pro-rata basis

(i.e. a share of 50 percent]. The headcount rose by
9.2 percent to 1,549, 775 of which are included in
the consolidation of Freudenberg.

Strong general economic growth combined with
above-average growth rates in the key automotive
and general industry sales segments were the pillars
of the company’s success. The growing awareness of
quality shown by Chinese customers also contributed
to sales growth. In 2007, NOK-Freudenberg Group
China further extended its market leadership in the
automotive industry and in several segments of the
general industry sector. In addition, there was a rise
in profitability due to improved process technology,
higher productivity, stringent cost management, greater
local procurement and a reduction in quality costs.

The special challenge in China lies in the enormous
price pressure. This pressure is constantly increasing
as Chinese competitors continue to close the gap in
terms of technology and quality. In response to this
challenge, NOK-Freudenberg Group China will
continue to invest strongly in efficiency enhancements,
quality improvements and additional production
capacity for new products. Moreover, process steps
will be internalized to further optimize efficiency and
quality. Local procurement will be further expanded to
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Vibracoustic (Europe)

2006
Sales [million €] 451.0
Workforce 2,154

by local production and to enhance quality.

Despite the slightly slower growth prospects for the
Chinese economy and the continuing rise in compe-
tition pressure, 2008 is expected to be a satisfactory
year with double-digit sales growth and a further
improvement in result for NOK-Freudenberg Group
China.

Vibracoustic (Europa)

The Vibracoustic (Europe) Business Group includes
business with vibration engineering solutions for
passenger cars and commercial vehicles in Europe
and sections of the Asian market. Vibration technol-
ogy products for the American market — also sold
under the Vibracoustic® brand name - are produced
and marketed by Freudenberg-NOK General Partner-
ship. Sales by the Vibracoustic (Europe) Business
Group increased from 451.0 million euros in 2006 to
503.4 million euros, representing 11.6 percent growth.

The headcount increased during the year from 2,154
to 2,550 at year-end 2007. The increase of 396 is
mainly attributable to the integration of the former
SGM s.r.o. at the Melnik plant, Czech Republic, which
had already been a production partner for Vibracoustic
since 2001.

Vibracoustic reported appreciably stronger-than-
market growth, with sales rising by 10.6 percent in
the passenger car sector and 17.4 percent in the
commercial vehicle sector. On the one hand, sales to
established customers were expanded further even
though Vibracoustic already holds a high share, and
on the other, the underrepresented markets of France
and ltaly were successfully developed.

Optimized vibration control in vehicles involves an
analysis of components and their interaction in the
vibration system. The biggest challenge lies in devel-

oping suitable mathematical models. At Vibracoustic,
the characteristics of entire axle systems are mapped
using dynamic measurement. Multibody system models
facilitate the definition of component specifications and
optimization potential analysis. Vibracoustic’s innova-
tive torsion spring technology ensures a smooth re-start
in engines fitted with automatic start/stop systems
which cut the engine when traffic is at a standstill in
order to reduce CO, emissions.

Following satisfactory developments in 2007,
Vibracoustic (Europe) anticipates that sales growth
in 2008 will again rise faster than market growth.
This will be stimulated by the merger of international
vibration control technology activities, new factories
in China and Hungary, restructuring in Poland and
further cuts in the share of material costs.

Burgmann Industries

The Burgmann Industries Business Group primarily
manufactures and markets mechanical seals for various
sectors of industry as well as packings and static seals
for a variety of applications. Sales in the 2007 financial
year rose by 14.2 percent to 410.3 million euros (2006:
359.2 million euros). This figure, which is included in
Freudenberg consolidated sales, does not, however,
adequately reflect the actual developments in business.
Outside Germany, Burgmann Industries has been active
in a sealing technology alliance with the Japanese
mechanical seals manufacturer Eagle Industry Co., Ltd.,
Tokyo, (EKK) since 2004. EagleBurgmann Industries’
(EagleBurgmann) sales rose from 500.6 million euros

in 2006 to 570.3 million euros. The headcount from
the Burgmann Industries Business Group included in
the Freudenberg Group workforce statistics rose by

309 to 3,325 (2006: 3,016).

The alliance with EKK further expanded its number
two position on the world market. One factor in this
success was a series of new contracts, some of them



Burgmann Industries Dichtomatik

2006 2006 2007
Sales [million €] 359.2 Sales [million €] 63.8 69.5
Workforce 3,016 Workforce 230 233
replacing competitors’ products, in Europe, America Dichtomatik

and Asia. Three sales and service subsidiaries were
founded in Canada, Romania and Vietnam to further
extend the global presence on lucrative markets.
There is significant business potential in Canada, for
example, from the increased exploitation of oil sands.

The market launch of diamond coatings for mechani-
cal seals was very promising. There is growing
demand for this innovative technology. EagleBurgmann
has brought to market a development which offers
excellent protection against wear during dry running,
in applications with mixed friction and under expo-
sure to abrasive media, thus extending the service
life of the seals. The specially developed crystalline
diamond coating is suitable for uses in the oil and
gas industry and the chemical and pharmaceutical
industry as well as domestic applications.

The MBS 100, a new laminated bellows mechanical
seal, has been developed under the alliance with the
partner EKK in Japan. The core areas of use for this
universal seal are the chemical industry and the refin-
ery industry. EagleBurgmann has also helped geo-
physicists make a major breakthrough. In September
2006, a French research team produced a highly
turbulent flow of liquid sodium to create a magnetic
field and magnetic pole reversals. The sealing and
bearing systems for the apparatus used for the experi-
ment was developed by a team from EagleBurgmann
in cooperation with the customer.

The EagleBurgmann alliance plans to expand its
market position further in 2008. Positive developments
on the relevant markets in the chemical, refinery,

oil and gas sectors will further raise demand for
EagleBurgmann services and products. During the
2008 financial year, the sales and service network
is to be further expanded and the development

and realization of a global product strategy for
EagleBurgmann brought forward.

Dichtomatik is a service partner for sealing solutions
headquartered in Hamburg, Germany, with eight further
locations in Europe. In 2007, Dichtomatik generated
sales of 69.5 million euros (2006: 63.8 million), repre-
senting an increase of 8.9 percent. Dichtomatik has

a headcount of 233 (2006: 230).

In favorable economic conditions, Dichtomatik
expanded business with existing customers and won
new customers through an enhanced service orient-
ation. In 2007, the organization throughout Europe
was geared to continued profitable growth, for
example by tailoring the seals and service offering
to the specific needs of customer groups and by
forming regional clusters. The principle of these
country clusters is to serve neighboring markets from
a branch office rather than from the headquarters
in Hamburg. Apart from closer proximity to the
customer, the objective is to create branch offices
of a size that will also allow them to perform further
service functions. With regard to dealer customers,
a special program aimed at responding even more
effectively to their specific needs was launched.

In spite of dollar/euro exchange rate developments
and the high oil price, Dichtomatik believes the
prospects for 2008 are positive.
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Freudenberg Nonwovens

2006
Sales [million €] 801.4
Workforce 4,835

Nonwovens Business Area

The Nonwovens Business Area comprises the two
Business Groups Freudenberg Nonwovens and
Freudenberg Politex Nonwovens. In 2007, these
two Business Groups generated sales totaling
1,033.9 million euros (2006: 1,016.9 million euros).
At year-end 2007, the Business Area had a workforce
of 5,550 compared with 5,575 at the close of the
previous financial year.

Freudenberg Nonwovens

Freudenberg Nonwovens manufactures nonwovens for
a variety of applications. In 2007, sales by the Busi-
ness Group ran at 816.2 million euros, 1.8 percent
higher than the previous year (801.4 million euros).
The headcount decreased by 1.0 percent to 4,787
(2006: 4,835).

In the 2007 financial year, Freudenberg Nonwovens
again had to cope with structural problems on the
nonwovens market. Changes in the textile and auto-
motive markets as well as currency effects had a
negative impact, particularly for the Interlinings and
Tuft Divisions. There was sales growth in interlinings
in Asia, particularly China and Vietnam, while there
was a slight drop in sales in Europe and the USA.
Tuft business suffered from the weak US automotive
sector. Filters business developed well on the sales
side, although this business came under high price
pressure. Technical nonwovens developed well and
Evolon also reported a noticeable rise in sales and
earnings.

Freudenberg Nonwovens responded to the difficult
conditions by introducing a new organizational struc-
ture: the Tuft and Evolon Divisions and the spunlaid
activities of the hygiene business have been combined
to form the new Spunlaid Division, while staple fiber

business in the Technical Nonwovens and Hygiene
Divisions, which was formerly conducted on a
regional basis, has been transferred to the new Indus-
trial Nonwovens Division. Interlinings remains an
independent division, while the present Filter Division
will become an independent Business Group on
January 1, 2009. The company anticipates that the
new structure will bring enhanced performance.

In the 2007 financial year, Freudenberg Nonwovens
in Argentina and Tel Rad Cuyo S.A., Buenos Aires,
founded the joint venture Bicomfiber S.A., Buenos
Aires, to produce fibers for nonwovens manufacture.
Effective January 1, 2008, Freudenberg Nonwovens
acquired the filter manufacturer Freudenberg Tecno-
logie di Filtrazione S.a.s. di Freudenberg S.p.A.,
Milan, ltaly, and Filtration Engineering Ltd., Cheshire,
United Kingdom, thus strengthening its position in the
European market for cartridge filters.

After years of intensive research in the Interlinings
Division, Freudenberg Nonwovens brought to market
a new generation of fusible interlinings. These interlin-
ings are particularly suitable for rental clothing which
is washed frequently. Evolon, the microfiber fabric,
was successfully introduced in the automotive acous-
tics segment and as a backing for printing media.
The material is ideally suited for outdoor signs and
banners, it is weather-resistant yet still four times
lighter than conventional materials. Freudenberg
Nonwovens has also developed micronAir office,

a new fine dust filter that offers effective protection
against fine dust and toner particles.

For the 2008 financial year, Freudenberg Nonwovens
anticipates a continued difficult market environment.
The company plans to meet its targets with the organi-
zational changes, new products and a more pro-
nounced customer orientation.



Freudenberg Politex Nonwovens

2006
Sales [million €] 215.5
Workforce 740

Freudenberg Politex Nonwovens

The Business Group headquartered in Novedrate,
ltaly, specializes in the production of nonwovens for
roofing reinforcements, building materials and pad-
ding materials for clothing and furniture. The company
produces a large share of its own raw materials by
recycling PET bottles. In 2007, Freudenberg Politex
Nonwovens generated sales of 217.7 million euros
(2006: 215.5 million euros). The downturn in the
Padding Division was offset by higher sales in building
materials. Increased capacity in the U.S. combined
with the full exploitation of production in Russia led to

higher sales of roofing reinforcements. The headcount
rose slightly by 23 to 763.

For Freudenberg Politex Nonwovens, sales markets
were characterized by an unexpected decline in
building activities during the second half of the year
and by the weak US dollar which led to a downturn
in exports to the Middle East and Far East. In spite

of this negative development, the company never-
theless expanded its market share in polyester roofing
reinforcements, thus securing world market leadership.
The still relatively small Building Materials Division
grew sales by almost 20 percent, thanks to intensified
marketing and to a wider product range.

In August 2007, Freudenberg Politex Nonwovens
concluded a joint venture with Caris S.r.l., Arese, a
leading Italian company active in the field of sorting
and recycling waste based in Northern Italy. For
Freudenberg Politex Nonwovens, Caris FP S.r.l., Arese,
ltaly, (Caris FP) represents a strategic step towards
securing PET bottles for its recycling plants in ltaly.

Innovation activities at Freudenberg Politex Nonwovens
concentrated on product development and optimiza-
tion of production processes and capacities. A more
efficient technology for manufacturing spunbonds was
developed. Product innovations included glass fiber-
reinforced roofing carriers with significantly improved
laying properties and new backing materials that cut
the quantity of bitumen a customer needs to produce
roofing reinforcements.

For 2008, Freudenberg Politex Nonwovens expects
the market to continue uncertain and volatile and
conditions in the building industry to remain difficult.
The company sees growth prospects primarily in
Russia and the Middle East. The market position will
be consolidated in Western Europe and expanded in

the USA.



Freudenberg Household Products

2006
626.9
2,215

Sales [million €]
Workforce
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Household Products Business Area

The Household Products Business Area comprises the
Household Products Business Group, which manu-
factures mechanical cleaning equipment and laundry
care products for the final user market under the
vileda®, O'Cedar® and Wettex® brand names.

Freudenberg Household Products

The Business Group's activities are divided into the
Consumer Division (some 85 percent of sales) and
the Professional Division. Despite negative currency
effects, sales grew by 3.7 percent to 650.3 million
euros (2006: 626.9 million euros). The headcount
rose by 133 to 2,348.

The market situation for Freudenberg Household
Products was characterized by a positive stable con-
sumer mood during the first half of the year and a
sharp dip, particularly as a result of the real estate
crisis in the USA and higher energy and food prices,
during the second six months. The weak US dollar
also had a negative effect. The Business Group

was nevertheless able to raise competitiveness in all
regions and almost all categories and countries.

This positive development was chiefly due to product
innovations, higher expenditure on advertising and
strict customer orientation. In the Professional Division,
Freudenberg Household Products acquired 80 percent
of the Canadian market leader S. Marino Manufactur-
ing Ltd., Concord, Canada (Marino). Expansion to
the USA and Mexico is to be accelerated from the
Canadian operations.

Its high innovative strength is a main motor of success
at Freudenberg Household Products. In the 2007
financial year, cleaning cloths made of the three-
dimensional material Novolon were introduced across
the market. To this end, a new industrial scale produc-
tion line was commissioned at the Augsburg site in
Germany. A new generation of mops also features
this material. In addition, a new trapezoid-shaped

flat mopping system and a patented wringer system
designed on bionic principles were developed. The
ceramic hob cleaner developed in cooperation with
and on the recommendation of the leading ceramic
hob manufacturer Schott AG, Mainz, Germany, was
also very successful.

Freudenberg Household Products assumes it will
again be possible to continue the strong profitable
growth trend in the 2008 financial year. The vileda®
and O’Cedar® brands are to be strengthened further
through an appreciable increase in media investment,
particularly in the USA and the UK. The Business
Group is also focusing on its strong innovation pro-
gram, closer cooperation with strategic retail partners
and further expansion in laundry care business.
Distribution efforts in China and the USA are to be
intensified. A new sales company for the Consumer
Division will be launched in Russia. The Professional
Division is to be established and expanded in Canada

and in the USA with the help of Marino.



“Latin America is an important building block in
Freudenberg's strategic development. Apart from the
textile, shoe and automotive industries, oil and gas
production is a big market for us.”

Juan Carlos Borchardt, Regional Representative for Latin America






Freudenberg Chemical Specialities

2006
Sales [million €] 469.6
Workforce 2,239

Freudenberg NOK Mechatronics
[based on pro-rata shareholding]

2006
Sales [million €] 14.2
Workforce 146

Specialties and Others Business Area

The Specialties and Others Business Area comprises
the Business Groups Freudenberg Chemical Speciali-
ties, Freudenberg NOK Mechatronics, Freudenberg IT,
Freudenberg New Technologies and Freudenberg
Service Support, the latter two primarily operating
internally. During the year under review, the compa-
nies in this Business Area generated sales totaling
926.5 million euros (2006: 884.8 million euros).

At year-end 2007, the workforce totaled 4,296 com-
pared with 4,974 at the end of the previous year.

Freudenberg Chemical Specialities

The Business Group comprises Kliber Lubrication,
Chem-Trend and OKS which manufacture lubricants
and release agents. In the 2007 financial year, sales
topped the half a billion euro mark for the first time to
total 514.3 million euros (2006: 469.6 million euros),
corresponding to a rise of 9.5 percent. The workforce
at Freudenberg Chemical Specialities rose by 180 to
2,419 (2006: 2,239).

The world market for lubricants and release agents
has for years persisted at an almost unchanged level,
or has at best risen slightly. Specialty lubricants, the
top segment, continues to show moderate growth
compared with the other market segments accompa-
nied by falling average revenue. Market conditions
reflect the continuous pressure on raw material prices
and availability, and growing demands on the

part of customers as regards service, combined with
simultaneous heightened price sensitivity and the
ongoing relocation of production capacity to low-
wage countries. All three Freudenberg Chemical
Specialities companies are growing faster than their
markets and can maintain or expand their leading
position in their relevant segments.

Individual projects in drivetrain technology have
confirmed the success of the ongoing cooperation
between Kliber Lubrication and Simrit (Freudenberg
Seals and Vibration Control Technology) known as
“Lube & Seal”. The development of fast degradable
lubricants for the rail and marine industry is a further
focus of development efforts which will already be of
commercial relevance in 2008. Chem-Trend further
intensified its development work on release agents
with improved environmental properties and intro-
duced numerous new products that either entirely
dispense with solvents or no longer contain environ-
ment-critical solvents. Wax/water-based release
agents and what are known as hybrid release agents
were successfully positioned in the market, particularly
in the polyurethane segment.

At present, Freudenberg Chemical Specialities sees
the still friendly economic climate of 2007 clouding
over. Nevertheless, the company expects a solid
business performance in 2008, assuming there are no
dramatic developments on international raw material
markets, and above all no shortage of key raw
materials.

Freudenberg NOK Mechatronics

Freudenberg NOK Mechatronics is a joint venture
established by Freudenberg and the Japanese partner
company NOK. Business is divided into the Flexible
Printed Circuits and Actuators Divisions. Sales rose by
73.9 percent to 49.4 million euros (2006: 28.4 mil-
lion euros). On the basis of the pro-rata consolidation,
sales of 24.7 million euros are disclosed in the con-
solidated financial statements of the Freudenberg
Group. The headcount attributable to Freudenberg

is 157, 11 more than the previous year.

In the Flexible Printed Circuits Division, the rise in
sales is chiefly attributable to the rollout of door
wiring harness programs and exterior and ambient
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Freudenberg IT

2006 2007
Sales [million €] 50.8 56.5
Workforce 363 384

lighting applications. The Actuators Division profited
from the good economic climate and the associated
increase in customer release orders.

Innovation efforts by Freudenberg NOK Mechatronics
concentrate primarily on combining large flexible
printed circuits (FPC) with connector technology,
functionalities and component integration. This has
proved very successful in the lighting segment, where
FPC/aluminum modules have reached series maturity
and will in future be fitted in several auto model
ranges.

Thanks to the startup of high-volume new projects,
Freudenberg NOK Mechatronics is optimistic about
developments in 2008 despite the forecasts for a
downturn in the global economy. The main risks are
seen as the euro/dollar exchange rate and raw mate-
rial price trends. Given these risks and based on
current market developments, the company expects
further sales growth.

Freudenberg IT

Freudenberg IT is an international IT full-service pro-
vider focusing on small and medium-sized enterprises
(SME). Sales by the Business Group in the 2007
financial year totaled 56.5 million euros (2006:

50.8 million euros). The share of sales to customers
who do not belong to the Freudenberg Group has
now reached approximately two-thirds. The payroll
has also risen. At year-end 2007, Freudenberg IT had

a workforce of 384, 21 higher than the previous year.

There has been a noticeable rise in demand for

IT outsourcing and optimization solutions in Western
Europe, America and Asia, the regions where
Freudenberg IT is active. In addition, the good eco-
nomic situation meant that companies had higher IT
budgets at their disposal. Freudenberg IT successfully
maintained its position in this environment. Demand

among SME for single-source solutions spanning

a range of IT issues and regions is rising. With its
specialized fields of SAP consulting, hosting and
infrastructure services and the in-house MES Adicom
Software Suite solution offering efficient process
management in the fields of production and HR,
Freudenberg IT has been able to win well-respected
SME customers in all markets.

The numerous certifications and awards that set
Freudenberg IT apart from its competitors are impor-
tant for market development. The Business Group
operates hosting centers in Germany, China and the
USA, and is one of only eight certified SAP Global
Hosting Partners worldwide. Capacity at the German
hosting center was tripled at the beginning of 2007
by a new computer center in Weinheim.

In the 2008 financial year, Freudenberg IT plans to
further expand the share of customers outside the
Freudenberg Group and expects a moderate rise in
sales.

Freudenberg New Technologies

Apart from the lead company Freudenberg New
Technologies KG (Freudenberg New Technologies),
this Business Group comprises Freudenberg Forschungs-
dienste KG (Freudenberg Forschungsdienste),
Freudenberg Fuel Cell Components Technology KG
(Freudenberg FCCT) and Freudenberg Venture Capital
GmbH (Freudenberg Venture Capital), all headquar-
tered in Weinheim, Germany. In the 2007 financial
year, sales by this service provider, which is mainly
active for customers in the Freudenberg Group,

rose by 3.2 million euros to 29.3 million euros (2006:
26.1 million euros). The largest share of sales was
generated by Freudenberg Forschungsdienste. At
December 31, 2007 the headcount at Freudenberg
New Technologies was 234, 4 more than the previous
year.



Freudenberg New Technologies

2006 2007
Sales [million €] 261 29.3
Workforce 230 234

Freudenberg Service Support

2006 2007
Sales [million €] 111.2 115.9
Workforce 623 628

The New Business Development Division at
Freudenberg New Technologies aims to intensify the
innovative strength of Freudenberg. Work focused on
bringing ongoing projects forward, and the signifi-
cance of the low-viscosity elastomers project has
grown. The idea pool concept developed in 2007
aims to take up ideas from employees and realize
them as concrete business models. With regard to fuel
cell technology, market developments in the automo-
tive sector in particular have been very varied. As far
as the fuel cell components supplied by Freudenberg
are concerned, appreciable progress was made with
seals as well as the gas diffusion layer in the 2007
financial year. Freudenberg FCCT successfully posi-
tioned the humidifiers developed and manufactured by
NOK on the European market. Freudenberg Forschungs-
dienste ably assisted the Business Groups in realizing
various product innovations — including the intro-
duction of silicone for hydromounts produced by
Vibracoustic (Europe). Venture Capital’s activities
facilitate familiarization with new technologies (tech-
nology screening) of interest to Freudenberg. The
participation in Condias GmbH, ltzehoe, Germany,
a company specializing in the treatment of surfaces
with a thin diamond coating, is proceeding to plan.
Access to this coating technology brings enormous
USP potential for the Burgmann Industries Business
Group.

Freudenberg New Technologies is cautiously optimistic
as regards the 2008 financial year. The activities of
the New Business Development Division and the idea
pool will be expanded as the basis for potential sales
growth.

Freudenberg Service Support

Freudenberg Service Support generated sales of
115.9 million euros (2006: 111.2 million euros), prima-
rily as an internal technical service provider and
industrial park operator. 83 percent of sales is gener-
ated from business with companies associated with
the Freudenberg Group. At year-end 2007, the work-
force of Freudenberg Service Support had increased
by 5 fo 628.

Business development of the Service Support
Division is closely linked with the development of
the Freudenberg industrial park in Weinheim.
Freudenberg Service Support expects the volume

of business generated from inside the Freudenberg
Group to decline over the medium term, but places
great hopes in the further development of the indus-
trial park as well as the technology park in Weinheim.

Under the reorganization of the Group's real estate
management, large sections of the former facility
management activities of the Freudenberg Service
Support Division were transferred to Freudenberg
Immobilien Management GmbH, Weinheim, Germany,
(Freudenberg Immobilien Management) at the begin-
ning of 2008. Freudenberg Immobilien Management
holds strategic and operational responsibility for all
real estate management, i.e. for the marketing, rental
and maintenance of Group real estate. Freudenberg
Immobilien Management has commissioned
Freudenberg Service KG to perform operational
maintenance.

The Division anticipates a slight improvement in
economic conditions for the current financial year.
However, sales in 2008 are expected to decline by
35 million euros as a result of the transfer of facility
management to Freudenberg Immobilien Management.
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RESEARCH AND DEVELOPMENT

In 2007, the Freudenberg Group expensed a total of
202.9 million euros for research and development,
with more than half of this sum accounted for by the
Freudenberg Seals and Vibration Control Technology,
Vibracoustic (Europe) and Freudenberg Nonwovens
Business Groups. The largest number of development
projects was implemented in the OEM (Original
Equipment Manufacturer) market segment. During the
year under review, 1,901 associates were employed
in research and development throughout the Group,
with the regional focus on Germany, where 1,323
associates were involved in research and development.

Initiative to search for internal ideas

Freudenberg has defined its understanding of inno-
vation as follows: “Innovation is the generation of
new ideas and their transformation by Freudenberg
individuals and teams into value for our customers
and commercial success by means of our knowledge
and expertise.” The objective is to significantly
expand the share of sales generated by new
products.

There are three pillars to innovation activities in the
Freudenberg Group. The Business Groups symbolize
the first pillar. The Business Groups operate close

to customers and are familiar with their wants and
needs. They are responsible for further developing
their core technologies and their core business.
Product-specific innovation strategies and technology
road maps are drawn up by the Business Groups.
Freudenberg New Technologies — the second pillar —
is responsible for cross-Group innovation. Freuden-
berg New Technologies brings together Freudenberg
Forschungsdienste, which performs basic research
and development services, the New Business Develop-
ment Division and Freudenberg Venture Capital, both

of which investigate and develop new applications
and business areas and analyze new technologies.
The third pillar is made up of acquisitions aimed at
the targeted expansion of the Freudenberg portfolio.

In the 2007 financial year, Freudenberg launched a
new initiative to set up an idea pool for developing
new business fields from associates’ ideas. “Your idea
— Our star”, the slogan for the initiative, expresses this
concept. The idea pool seeks to make it easier for
associates to present their concepts to decision-makers.
The ideas are eligible for bonuses graded by mile-
stones. If an idea evolves into a start-up company,

the maximum bonus for the associate is 30,000 euros,
plus the chance to become involved in the new
company, or even to become its managing director.
In addition, a “New Business Idea Award” is to be
presented each year.

There were two further “Innovation Forums”, the suc-
cessful series of internal events, in 2007. These events
give the Business Groups the opportunity to present
their innovation projects to colleagues from all Business
Groups and Divisions.
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On December 31, 2007 the Freudenberg Group
employed 34,330 associates, 804 more than at

the end of the previous year. Personnel expenses

rose by 3.7 percent to 1,592.4 million euros (2006:
1,534.9 million euros). Of these personnel expenses,
social security contributions and costs of pensions and
assistance amounted to 329.5 million euros, represent-
ing an increase of 8.5 million euros on the previous
year.

Personnel developments in the regions where
Freudenberg is active varied. The decline in head-
count of 498 or 4.2 percent in Germany is mainly due
to the sale of Freudenberg Building Systems. In the
European Union (excluding Germany), the payroll
increased by 1,049 to 10,182. In Asiq, the headcount
attributable to Freudenberg based on the pro-rata
joint venture shareholdings rose by 417 to 3,170, in
South/Central America there was an increase of 50 to
1,452. The headcount in the Africa/Australia region
remained almost unchanged at 355 (2006: 353).

In contrast, the headcount in North America declined
by 158 to 7,357.

In 2007, 183 young people began their training

at Freudenberg’s German companies. The spectrum
ranges from a two-year commercial or technical
apprenticeship to dual studies at a university of
cooperative education. Freudenberg has acquired a
reputation for the high standard of its training, as is
confirmed by the fact that companies located in the
vicinity of Freudenberg operations send their young
people to Freudenberg for training.

ENVIRONMENTAL PROTECTION AND
OCCUPATIONAL SAFETY

At 26.6 million euros (2006: 31.3 million euros),
Freudenberg Group investment in technical occupa-
tional safety remained at a high level. The special
program fo improve machine safety introduced in
2006 was concluded in 2007. Under the program,
the machines at over 150 production sites and several
service sites worldwide were inspected by trained
experts, improvement potential identified and the
appropriate measures initiated. As part of the process,
Freudenberg drew up global standards for machine
safety. The objective of the program was to improve
occupational safety further and minimize the technical
causes of serious accidents. Environmental protection
costs rose to 9.4 million euros (2006: 8.7 million euros).

As a consequence of the “We all take care” environ-
mental protection and occupational safety initiative
and other activities at all levels in the Freudenberg
Group, the number of accidents per 1,000 employees
resulting in more than three days’ absence (accident
rate) fell for the sixth successive year; the accident rate
now runs at 3.96 (2006: 4.32). The total number of
notifiable accidents dropped from 156 to 149. There
was also a decline in time lost due to accidents, which
decreased by 16.27 percent to 31,871 hours. It is
gratifying to note that the number of serious accidents
also fell further from 12 to 9.
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The introduction of the OHSAS 18001 occupational
health and safety management system continued to
make progress in the 2007 financial year. 141 of the
Freudenberg Group's 177 sites now operate such a
system.

By the end of 2007, the environmental management
systems at 140 of the Freudenberg Group's 177 sites
had been certified to ISO 14001 or EMAS.

REPORT ON POST-BALANCE SHEET DATE EVENTS

On December 19, 2007, Mitsubishi Corporation and
Freudenberg signed an agreement concerning the sale
of the European and the Freudenberg-NOK shares in
the US-based Flexitech companies. Following approval
by the anti-trust authorities, the brake hose activities
combined in the Flexitech companies were transferred
to Mitsubishi Corporation and Meiji Flow Systems in
January 2008. In a partnership which has lasted for
more than 15 years, Freudenberg, together with Meiji
Flow Systems, has become the market leader in the
European brake hose segment. In addition, Meiji Flow
Systems and Freudenberg have cooperated successfully
in a joint venture in the USA since 1999. Freudenberg’s
strategy is to concentrate on seal and vibration control
technology as one of its core competences. This is why
the Group decided to dispose of its brake hose activi-
ties. The sale did not exercise any material effect on the
net assets, financial position and results of operations
of the Freudenberg Group.

RISK REPORT

During the course of its global business activities,
Freudenberg faces very diverse risks and opportuni-
ties. The Freudenberg Group operates a standardized
global risk management system allowing the timely
identification and control of risks inseparably associ-
ated with entrepreneurial action and the prompt
initiation of appropriate countermeasures. The system
classifies risks by risk category, likelihood and the
scale of damage based on periodic risk inventories
conducted in all companies.

The functionality of the risk management system was
assessed by the auditor on its implementation, and the
auditor determined that the system is appropriate for
the timely identification of developments that could
threaten the continued existence of the company. It is
not the objective of the risk management system to
avoid all risks per se, but rather to create the required
leeway for taking a deliberate decision to enter into
a risk backed by a comprehensive knowledge of the
causes. The term “risk” is thus not only defined as a
negative hazard, but also describes a positive poten-
tial that cannot be realized or opportunities that are
not harnessed.

As an internationally-oriented company, Freudenberg
is exposed to macroeconomic risks. Given the high
degree of uncertainty associated with the future
economic situation of most industrialized nations, the
Group is exposed to currency and interest rate risks
which are monitored by the risk management system.
By setting up and developing efficient production sites
around the world, Freudenberg not only reduces the
impact of changes in currency parity, particularly
dollar/euro parity, but also ensures proximity to the
customer. In addition, currency and interest rate risks
are hedged to a meaningful extent. Internal guidelines
for Group companies clearly specify that derivative
financial instruments may not be used for speculative



purposes, but only for hedging risks in connection
with underlying transactions and associated financing
operations (see also the comments in the section
concerning financing strategy, and the section on
derivative financial instruments in the Notes to the
Consolidated Financial Statements).

As a supplier, Freudenberg is exposed to business
and product risks, particularly as regards develop-
ments in the sectors the company serves: these are
primarily the automotive industry and the mechanical
engineering industry, the textile and clothing industry
and the construction industry. Freudenberg responds
to the economic and price risks in these sectors by an
unceasing effort to constantly improve performance
vis-a-vis the customer through innovative and reliable
products and services. Furthermore, the broad diversi-
fication of the Freudenberg Group, referred to sectors
and regions, serves risk distribution. This diversifica-
tion helps to balance risks while at the same time
creating opportunities for the further advancement of
the company by establishing new Business Groups
and Divisions and developing markets in high-growth
regions.

The Freudenberg Group attaches considerable
importance to its research and development activities.
By continually expanding these activities, the Group
not only combats possible risks arising from rapid
technological change, but also safeguards its future
competitive edge through its technology leadership.

The new Regulation passed by the European Parlia-
ment in December 2006 concerning the registration,
evaluation, authorization and restriction of chemical
substances (REACH) presents a new challenge for
the Freudenberg Group. REACH brings the risk that
Freudenberg and its European customers might be
put at a disadvantage compared with non-European
competitors as a result of cost-intensive testing and
registration procedures. It is now up to the Business
Groups to adapt their raw material and product

portfolio in good time to comply with the requirements
of the REACH Regulation. As part of the risk analysis
process, the Business Groups are deploying project
teams to analyze the products and processes of
relevance to REACH as well as closely investigating
the situation on the supplier side. The Group-wide
network is of assistance in this respect, making know-
how available across the board.

On the procurement market, Business Groups and
Divisions in the Freudenberg Group face risks relating
to the availability and price of raw materials, partic-
ularly steel, crude oil and rubber. Operating units
respond to these risks with global purchasing activities
and by reviewing the utilization of substitute raw
materials and alternative production processes.
Long-term contracts are concluded where feasible

and meaningful.

The business activities of the companies in the
Freudenberg Group are subject to legal provisions
and the risk of litigation. In its capacity as a supplier,
the focus in this context is on product liability risks.
Freudenberg seeks to avoid these risks through exten-
sive quality assurance and control measures.

A Group-wide standardized IT security concept deals
with possible risks in the IT sector. As IT security plays
an increasingly important role in customer-supplier
relations, this concept was revised in 2007 and the
new information security management policy complies
with ISO/IEC 27001. State-of-the-art technical IT
security measures are in place and IT security checks
are regularly conducted. Furthermore, internal commu-
nication measures encourage a heightened aware-
ness on the part of employees with regard to the
correct handling of information and information
systems.

The raw materials and processes used for the manu-
facture of products have a varying impact on the
environment and the workplace. The principle applied
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by the Freudenberg Group is to avoid the use of
critical substances wherever possible. If the use of
such substances is at present unavoidable in order to
comply with technical specifications, then special
protective and precautionary measures apply. Numer-
ous projects to avoid the risk of accidents and to
protect occupational health have been implemented
for several years under the “We all take care” initia-
tive. These projects are also evidence of the high
awareness of a responsible attitude towards the
preventive substitution of critical substances.

The analysis of present risks concludes there are no
risks which could pose a threat to the continued
existence of the Freudenberg Group.

Freudenberg largely implements the rules of the Ger-
man Corporate Governance Code on a voluntary
basis. The only provision of relevance to Freudenberg
that is not implemented concerns the publication of
individual executive compensation for the Manage-
ment Board and the Board of Partners.

PROSPECTS

2008 is a year of pronounced uncertainty: it is
unclear whether the subprime crisis in the USA will
impact on the entire financial system and whether the
world’s largest economy is already in, or is heading
for, recession. Raw material and energy prices
continue at a very high level and are rising further.
The strong euro affects exports from the eurozone.

On the other hand, the world economy has already
proven it is relatively robust and industry’s order
books are good. The Asian economies, particularly
China and India, will continue with high growth and
will partly compensate for the weak US economy.

Against this backdrop, Freudenberg expects to con-
tinue its positive development in 2008. The efficiency
improvement and cost cutting measures already
launched will progress further. The Freudenberg
Group will systematically expand its activities in
strategically important market segments in the general
industry sector as well as oil and gas, heavy hydrau-
lics, aerospace and medical technology.

Developments during the first three months of 2008
confirm this cautious optimism.

Weinheim, March 20, 2008

The Management Board



“To be successful in today’s flat and fast world, we must
recognize and accept no limits, time zones or market barriers.
The US economy is the biggest in the world and provides
together with Canada good growth chances in the future.”

Dr. Mohsen Sohi, Regional Representative for North America







Freudenberg Business Groups

Freudenberg is a family company. It is owned by some
300 heirs to the founder Carl Johann Freudenberg,
who established the company in 1849. The Group
comprises 434 companies which are divided into

14 Business Groups operating independently on vari-
ous markets. Freudenberg is active in 53 countries
round the world.

In the 2007 financial year, the Freudenberg Group
generated sales of 5,341.2 million euros and employed
34,330 people.

Freudenberg & Co. Kommanditgesellschaft
69465 Weinheim | Germany

Phone: +49 (0) 6201 80-0

Fax: +49 (0) 6201 88-0

www.freudenberg.com

FREUDENBERG SEALS AND VIBRATION CONTROL
TECHNOLOGY (EUROPE)

As a technology specialist, Freudenberg Seals and
Vibration Control Technology (Europe) is a supplier
and development partner for customers in the auto-
motive industry, mechanical engineering, process
technology and numerous other sectors. Since devel-
oping the Simmerring® in 1929, Freudenberg has
gone from strength to strength with a unique and ever-
expanding range of sealing products. Regardless of
whether the project involves customized individual
solutions or complete sealing packages for complex
specifications — success is based on in-depth process
knowledge, innovative development methods and the
highest quality materials.

Together with the partners NOK, Japan, Freudenberg-
NOK General Partnership, USA, and NOK-Freuden-
berg Group China, Freudenberg Seals and Vibration
Control Technology has established a global network
of production and sales companies.

In the 2007 financial year, the company generated sales
of 1,226.2 million euros and employed 9,291 people.

Products/services

Simmerrings, mechanical seals, membranes, high-
precision moldings, bellows, dust caps, hydraulic
accumulators, O-rings, hydraulic and pneumatic seals,
cylinder head gaskets, frame gaskets, silicone seals,
vibration control technology, PTFE products

Production locations
Germany, England, Estonia, France, Italy, Netherlands,
Austria, Spain, Czech Republic, Hungary

Freudenberg Dichtungs- und Schwingungstechnik
GmbH & Co. KG

69465 Weinheim | Germany

Phone: +49 (0) 6201 80-6666

Fax: +49 (0) 6201 88-6666

E-mail: fds@freudenberg.de

www.freudenberg-ds.com

FREUDENBERG-NOK GENERAL PARTNERSHIP

Freudenberg-NOK General Partnership is a joint
venture between the Japanese company NOK and
Freudenberg. It focuses on its competences in special
sealing, vibration control and elastomeric technologies.
As the American partner within the network of
Freudenberg and NOK, the joint venture integrates
Japanese, German as well as American technology to
serve customers with globally interchangeable products.
By extending its technology expertise beyond the
automotive market, Freudenberg-NOK also provides an
extensive portfolio of precision molded products to the
oil & gas, aerospace, fluid power, marine, medical,
off-highway equipment, recreational and semiconduc-
tor markets. The Plymouth, Michigan location is home
to the technical development center, where the most
extensive sealing and noise vibration testing activities
are conducted for North America.
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In the 2007 financial year, Freudenberg-NOK Gen-
eral Partnership generated sales of 1,003.4 million
US dollars and employed 5,889 people.

Products and services

Sealing packages for engines, transmissions, brakes,
axles and steering units; components and complete
solutions for vibration technology; brake, fuel and
transmission hoses, all rubber, plastic and PTFE com-
ponents for suspension, electrical and fuel systems

Production locations
Brazil, Canada, Mexico, USA

Freudenberg-NOK General Partnership
47690 East Anchor Court

Plymouth, Michigan 48170-2455, USA
Phone +1 734 451 0020

Fax +1 734 451 0043

E-mail: sao@fngp.com
www.freudenberg-nok.com

NOK-FREUDENBERG GROUP CHINA

NOK-Freudenberg Group China is an equal-share
joint venture between NOK Corporation, Japan,

and Freudenberg serving the high-growth Chinese
market with locally produced and imported seal

and vibration control technology products. The joint
venture supplies numerous European, US, Japanese
and Chinese customers in the automotive and general
industry sectors in China. In cooperation with the
partners NOK, Japan, Freudenberg Seals and Vibra-
tion Control Technology, Europe, and Freudenberg-
NOK General Partnership, USA, the locally manufac-
tured product range is continuously expanded in line
with market requirements. Market success is based on
those factors which also account for the success of the
Freudenberg/NOK network in other regions, namely
technological leadership and quality.

In the 2007 financial year, the joint venture generated
sales of 122.1 million euros and employed 1,549 people.

Products/services

Production and sale of seals for the automotive industry
such as Simmerrings, valve stem seals, shock absorb-
ers, steering column seals, drivetrain seals, bellows,
dust caps, O-rings, frame gaskets, membranes and
torsional vibration dampers. The product range also
includes seals for general mechanical engineering
applications such as hydraulic and pneumatic seals
or seals for washing machines as well as vibration
control elements for the electronics and consumer
goods industry which are either produced in China
or imported from Europe, North America or Japan.

Locations
P.R. of China, Hong Kong

NOK-Freudenberg Group China

Suite 14 B to H

International Ocean Shipping Building
720 Pudong Avenue

Shanghai 200120

P.R. of China

Phone: +86 21 5036-6900

Fax: +86 21 5036-6307

E-mail: nfgc.headquarter@nfgc.com.cn
www.nfgc.com.cn



VIBRACOUSTIC (EUROPE)

Vibracoustic is the technology specialist for vibration
control modules and components for the international
automotive industry. The company enjoys a good
reputation as an original equipment developer thanks
to its proven system capability and a comprehensive
product and service program.

Vibracoustic and its partner companies NOK, Japan,
Freudenberg-NOK General Partnership, USA, and
Pyung Hwa, Korea, have a presence at 24 locations
worldwide and products are supplied to all leading
automakers.

In the 2007 financial year, Vibracoustic (Europe)
generated sales of 503.4 million euros. The company
employs 2,550 people.

Products/services
Vibration control modules and components

Locations
Brazil, China, Germany, India, Poland, Czech Republic,
Turkey, Hungary

Vibracoustic GmbH & Co. KG
69465 Weinheim | Germany
Phone: +49 (0) 6201 80-8808
Fax: +49 (0) 6201 88-8808
E-mail: info@vibracoustic.com
www.vibracoustic.com

BURGMANN INDUSTRIES

In 2004, Burgmann, together with the Japanese
mechanical seals producer and Freudenberg partner
Eagle Industry, laid the foundation for a promising
global cooperation named “EBI (EagleBurgmann
Industries) — the worldwide alliance for sealing tech-
nology”. Burgmann Industries supplies products rang-
ing from highly-complex dynamic sealing systems to
flat seals for all applications in a wide range of indus-
trial sectors. Burgmann products are synonymous with
reliability and quality in pumps, compressors or mix-
ers for waste water technology, the chemical industry,
the oil industry, paper and sugar production or power
stations. The continuous improvement process at all
levels, constructive ideas, technical innovation, and an
expanding global sales and service network are the
cornerstones of the company’s success.

In the 2007 financial year, Burgmann Industries
generated sales of 410.3 million euros. The company
employs 3,325 people.

Products/services

Mechanical seals, gas-lubricated seals, seal supply
systems, magnetic couplings, stuffing box packings,
static seals, rotary kiln sealing systems, expansion
joints, engineering, environmentally-compatible
solutions, standardization of sealing systems and
application testing, after-sales service, commissioning,
repair, break-down and damage analysis, seminars
and training

Production locations in Europe
Germany, Denmark, ltaly, Austria, Czech Republic

Burgmann Industries GmbH & Co. KG
82515 Wolfratshausen | Germany
Phone: +49 (0) 8171 23-0

Fax: +49 (0) 8171 23-1214

E-mail: info@eagleburgmann.com
www.eagleburgmann.com
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DICHTOMATIK

Dichtomatik is a trade and service partner for sealing
solutions headquartered in Hamburg, Germany with
eight further locations in Europe. Dichtomatik is the
market leader as regards product range and depth as
well as fast logistics. Some 55,000 standard articles
are available ex warehouse and the product program

also includes roughly 115,000 custom-tailored variants.

Seals are used in various applications ranging from
households through industry to the technical trade.
Some 7,500 items are dispatched to destinations in
Europe every day. Dichtomatik’s service offering
includes the procurement of special seals, technical
consulting and customized deliveries.

In the 2007 financial year, Dichtomatik generated

sales of 69.5 million euros and employed 233 people.

Products/services

O-rings, back-up rings, cords, x-rings, cover seals,
rotary shaft seals, v-rings, axial seals VRM, radial
seals, circlips, piston seals, rod seals, u-rings, pack-
ings, wipers, guide rings, guide strips

Locations
Germany, Sweden, UK, Netherlands, France, ltaly,
Austria, Hungary

Dichtomatik Vertriebsgesellschaft fir Technische Dichtungen mbH
Albert-Schweitzer-Ring 1

22045 Hamburg | Deutschland

Phone: +49 (0) 40 669 89-0

Fax: +49 (0) 40 669 89-101

E-Mail: mail@dichtomatik.de

www.dichtomatik.com

FREUDENBERG NONWOVENS

Freudenberg Nonwovens develops, produces and
markets nonwoven products for a wide range of
applications such as filters or other technical applica-
tions. As well as providing interlinings for the garment
industry, nonwovens made by Freudenberg are also
used for hygiene and medical applications and as
backing for carpets. Freudenberg was the first com-
pany to introduce nonwovens to the market and is

still the world leader in this sector. New ideas such

as Comfortemp®, a thermo-regulating material, set
new standards in the nonwovens industry. Freudenberg
Nonwovens operates a global sales network and
manufactures at 23 locations worldwide. The com-
pany cooperates closely with the Japanese partner
Japan Vilene, particularly in Asia.

In the 2007 financial year, Freudenberg Nonwovens
generated sales of 816.2 million euros and employed
4,787 people.

Products/services
Interlinings, filters, hygiene/medical products, technical
nonwovens, tuft, Evolon

Production locations
Argentina, Brazil, China, Germany, France, UK, Indiq,
Italy, Korea, Spain, South Africa, Taiwan, USA

Sales locations
in a further 40 countries

Freudenberg Vliesstoffe

69465 Weinheim | Deutschland

Phone: +49 (0] 6201 80-5009

Fax: +49 (0) 6201 88-5009

E-Mail: info@freudenberg-nonwovens.com
www.freudenberg-nw.com



FREUDENBERG POLITEX NONWOVENS

Freudenberg Politex headquartered in Novedrate
(Italy) is the world leader in the production of high
tenacity staple and spunlaid polyester nonwovens,
mainly used as reinforcements for bituminous roofing
membranes, the core business of Freudenberg Politex.
Two other important segments are special polyester
nonwovens for the construction industry (Building
Materials) and high-loft nonwovens for furniture and
clothing (Padding). The Business Group focuses its
efforts at all plants on customer orientation, enhanc-
ing flexibility, promoting innovations and product
development. A significant share of products is manu-
factured from recycled polyester obtained from PET
bottles processed using technology developed
in-house.

In the 2007 financial year, Freudenberg Politex
generated sales of 217.7 million euros and employed
763 people.

Products/services

Roofing: Staple and spunlaid polyester nonwovens
(standard or glass fiber-reinforced) used as backing
for bituminous roofing membranes

Building materials: Products for waterproofing, noise
and thermal insulation, sound absorption, heat reflec-
tion, drainage, separation and vapor control - from
foundations to roofs

Padding: Voluminous polyester nonwovens for clothing
and furniture

Production locations
ltaly, France, Poland, Russia, USA

Sales location
China

Freudenberg Politex S.r.l.

Strada Provinciale Novedratese, 17/a
22060 Novedrate (CO) ltaly

Phone: +39 0 31 793 111

Fax: +39 0 31 793 202

E-mail: mk@politex.it
www.freudenbergpolitex.com

FREUDENBERG HOUSEHOLD PRODUCTS

Freudenberg Household Products is one of the leading
international manufacturers of brand household cloths,
mechanical cleaning products and laundry care pro-
ducts. The company is the market leader in almost

all European countries. Products are marketed under
the brand names of vileda®, O’Cedar® and Wettex®.
Developing new and even more effective articles
requires precise knowledge of how they are going to
be used. Market research and customer surveys in the
form of test panel interviews, together with continuous
feedback from the field sales people, combine to make
sure that Freudenberg Household Products’ sales com-
panies in more than 30 countries and in all regions of
the world have in-depth knowledge of the market.

In the 2007 financial year, Freudenberg Household
Products generated sales of 650.3 million euros and
employed 2,348 people.

Products/services
Floor cleaning equipment, household cloths, cleaning
articles, laundry care products such as ironing boards
and clothes driers

Locations

Argentina, Australia, Belgium, Chile, China, Denmark,
Germany, Finland, France, Greece, UK, Hong Kong,
ltaly, Jordan, Canada, Croatia, Mexico, Netherlands,
New Zealand, Norway, Poland, Portugal, Russia,
Sweden, Serbia, Slovenia, Spain, Czech Republic,
Turkey, Hungary, USA

Freudenberg Haushaltsprodukte KG
MallaustraBe 72

68219 Mannheim | Germany
Phone: +49 (0) 621 8773-0

Fax: +49 (0) 621 8773-5065

www.vileda.com
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FREUDENBERG CHEMICAL SPECIALITIES

The Freudenberg Chemical Specialities Business Group
comprises the companies Kliber Lubrication, Chem-
Trend and OKS, all of whom operate independently

in their respective markets. Kliber Lubrication is the
world market leader for specialty lubricants used by
OEMs. lts tailor-made tribological solutions are almost
exclusively sold direct to customers in virtually all
industries and markets. Chem-Trend is the world mar-
ket leader for release agents used by the automotive
and component supply industry, household appliance
manufacturers, for plastics processing, by electrotech-
nical and electronic component producers or for the
composite industry. OKS is a further lubricant specialist
focusing on the maintenance and repair market whose
solutions are marketed via industrial distributors. OKS
reaches customers in trade and industry through this
sales network.

In the 2007 financial year, Freudenberg Chemical
Specialities generated sales of 514.3 million euros and
employed 2,419 people.

Products/services

Oils, greases, waxes, pastes, bonded coatings, dry
lubricants, solid lubricants, anti-corrosion products,
chemotechnical products for MRO, hydraulic fluids,
cleaning agents, release agents for pressure die cast-
ing, composites, rubber and polymer processing

Locations

Germany (headquarters), Argentina, Australia, Belgium,
Brazil, Chile, China, Denmark, Finland, France, UK,
India, ltaly, Japan, Korea, Malaysia, Mexico, New
Zealand, Netherlands, Norway, Austria, Poland, Russig,
Sweden, Switzerland, Singapore, Spain, South Africa,
Thailand, Czech Republic, Turkey, USA

Freudenberg Chemical Specialities KG
GeisenhausenerstraBe 7

81379 Munich | Germany

Phone: +49 (0) 89 7876-0

Fax: +49 (0) 89 7876-1600

E-mail: info@fcs-munich.com
www.fcs-munich.com

FREUDENBERG NOK MECHATRONICS

Freudenberg NOK Mechatronics is a joint venture
between Freudenberg and NOK, Japan. Business
activities range from the development and production
of large flexible printed circuits (FPC) to ready-for-use,
SMD assembly flat wiring harnesses which can inte-
grate switches, sensors, LED and other functional
components. Actuators and printed circuits round off
the range. Experience in the research, development
and production of FPC technology drawn from the
joint venture partners makes the company a competent
and reliable development partner and supplier, parti-
cularly for the automotive industry, module suppliers
and harness makers.

In the 2007 financial year, Freudenberg NOK
Mechatronics generated sales of 24.7 million euros
(based on pro-rata shareholding). The number of
employees included in the Freudenberg consolidation
amounted to 157.

Products/services

Large flexible printed circuits with and without SMD
assembly, switch and touch control foils, EMC pro-
tection foils, heating and antenna foils, component
assembly, actuators

Locations
Germany, Hungary

Freudenberg NOK Mechatronics GmbH & Co. KG
69465 Weinheim | Germany

Phone: +49 (0) 6201 80-3896

Fax: +49 (0) 6201 88-3896

E-mail: mechatronics@freudenberg.de
www.fn-mechatronics.com



FREUDENBERG IT

Freudenberg IT (FIT) provides IT services to small and
medium-sized businesses, specializing in automotive
supply, discrete manufacturing, logistics providers,
roll based industry and technical trades. As an inter-
national full-service IT provider, FIT implements, opti-
mizes and operates IT systems in SAP environments.
The Adicom Software Suite represents FIT's own MES
solution (Manufacturing Execution System). FIT has a
presence at ten locations throughout Europe, the USA
and Asia.

In the 2007 financial year, FIT generated sales of
56.5 million euros, 67 percent from business with
companies outside the Freudenberg Group. Last year,
the company employed 384 people.

Products/services
Consultancy, support and operation of IT business
management applications

Locations
Germany, China, Spain, Hungary, USA

Freudenberg IT KG

69465 Weinheim | Germany
Phone: +49 (0) 6201 80-8000
Fax: +49 (0) 6201 88-8000
E-mail: info@freudenberg-it.com
www.freudenberg-it.com

FREUDENBERG NEW TECHNOLOGIES

The Business Group established in 2006 brings
together the Freudenberg companies Forschungsdienste,
Fuel Cell Components Technology and Venture Capital
as well as the former Research & Development Corpo-
rate Function. This new organizational structure creates
a more focused approach towards innovation and new
products at Freudenberg. The New Business Develop-
ment Division of Freudenberg New Technologies aims

to intensify the innovative strength of Freudenberg. The

idea pool concept developed during the 2007 financial
year will take up employees’ ideas and transform them
into concrete business projects.

As part of this Business Group, Freudenberg Forschungs-
dienste functions as a partner for customers in the
development of new and the optimization of existing
materials and processes as well as a preferred service
provider for damage analysis and other research
services. Freudenberg Fuel Cell Components Technol-
ogy develops components such as seals, gas diffusion
layers, humidifiers and filters for PEM fuel cells.
Freudenberg Venture Capital reviews participation

in young companies whose innovations relate to
Freudenberg activities, putting up risk capital where
appropriate.

In the 2007 financial year, Freudenberg New Tech-
nologies generated sales of 29.3 million euros and
employed 234 people.

Products/services

Development, testing, computation and analysis of
polymer materials, intellectual property rights manage-
ment, patent and brand research, fuel cell components
and venture capital

Location
Germany

Freudenberg New Technologies KG
69465 Weinheim | Germany
Phone: +49 (0) 6201 80-2659
Fax: +49 (0) 6201 88-3094
E-mail: fnt@freudenberg.de
www.ffd-kg.de



Freudenberg Business Groups

FREUDENBERG SERVICE SUPPORT

Freudenberg Service Support headquartered in Wein-
heim operates the industrial parks in Weinheim and
Neuenburg/Baden. The Service Support Division com-
prises Freudenberg Service KG, Freudenberg Produk-
tionsservice KG, Freudenberg Gebdudeservice KG,
Freudenberg Messeservice KG and Freudenberg Ver-
pflegungsdienste KG. Freudenberg Service Support
operates a trigeneration (combined heat, cooling and
power production) plant in Weinheim. The service
spectrum offered by the Division covers the provision
and operation of the required industrial park infrastruc-
ture, energy services, maintenance and relocation of
machinery and plant, facility services, trade fair and
exhibition concepts, and works catering, conference
catering and hospitality.

In the 2007 financial year, Freudenberg Service
Support generated sales of 115.9 million euros and
employed 628 people.

Products/services

Industrial park operation, exhibition and trade fair
service, energy services, industrial relocations, facility
services, catering services

Location
Germany

Freudenberg Service KG

69465 Weinheim | Germany
Phone: +49 (0) 6201 80-0

Fax: +49 (0) 6201 88-0

E-mail: info@freudenberg-service.de
www.freudenberg-service.de
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Population: 141 million // Economic growth: 7.5 percent // Freudenberg sites: 7

| "There are great opportunities for Freudenberg in Russia.

In addition to construction and general industry, the most
interesting potential sales markets are the oil and gas
industry and the automotive sector.”

Dr. Riccardo Sollini, Regional Representative for Russia
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Consolidated Balance Sheet

[million €] Note Dec. 31,2006  Dec. 31, 2007
ASSETS
Intangible assets (1) 382.3 441.3
Tangible assets (2) 1,656.5 1,595.9
Investment properties (3) 0.0 20.6
Investments valued at equity (4) 453.3 457 .2
Other financial assets 35.1 71.3
Financial assets 488.4 528.5
Other non-current assets (6) 37.9 34.8
Deferred taxes (19) 55.4 58.4
Non-current assets 2,620.5 2,679.5
Inventories (5) 703.1 690.1
Trade receivables 815.0 831.7
Other current assets 118.7 135.1
Current receivables (6) 933.7 966.8
Current tax assefs 8.2 10.5
Securities and cash at bank and in hand (7) 190.4 226.4
Current assets 1,835.4 1,893.8
Non-current assets held for sale and disposal groups (8) 14.5 54.7
4,470.4 4,628.0
EQUITY AND LIABILITIES
Partners’ capital 450.0 450.0
Retained earnings 1,461.4 1,538.1
Partners’ equity 1,911.4 1,988.1
Minority interests 148.8 151.8
Equity (9) 2,060.2 2,139.9
Provisions for pensions (10) 370.3 365.4
Other long-term provisions (1) 103.1 99.1
Long-term provisions 473.4 464.5
Financial debt 563.7 244.3
Other non-current liabilities 41.4 33.9
Liabilities (12) 605.1 278.2
Deferred taxes (19) 113.2 115.8
Non-current liabilities 1,191.7 858.5
Other current provisions (1T 267 .4 300.4
Current tax liabilities 51.3 60.1
Financial debt 251.9 609.2
Trade payables 474.2 438.7
Other current liabilities 173.7 200.8
Libilifies (12) 899.8 1,248.7
Current liabilities 1,218.5 1,609.2
Liabilities in connection with non-current assets
held for sale and disposal groups (8) 0.0 20.4
4,470.4 4,628.0

The notes are an integral part of the financial statements.



Financial Report — Consolidated Financial Statements

Consolidated Income Statement

[million €] Note 2006 2007
Sales (13) 5,052.8 5,341.2
Cost of sales (14) -3,277.8 -3,465.8
Gross profit 1,775.0 1,875.4
Selling expenses -814.6 -858.2
Administrative expenses -458.5 -458.2
Research and development expenses (15) -200.2 -200.3
Other income (16) 62.0 80.9
Other expenses (17) -60.2 -56.0
Profit from operations 303.5 383.6
Income from investments in associated companies 48.0 42.4
Other interest and similar income 6.1 12.1
Interest and similar expenses (18) -49.6 -54.0
Other investment result 0.4 0.4
Financial result 4.9 0.9
Profit before income taxes 308.4 384.5
Income taxes (19) -89.3 -109.3
Consolidated profit 219.1 275.2
Profit attributable to Freudenberg 202.5 258.6
Profit attributable to minority interests (20) 16.6 16.6

1) without Partners’ taxes

The notes are an integral part of the financial statements.



Cash Flow Statement

[million €] Note 2006 2007
Consolidated profit 219.1 275.2
Depreciation on non-current assets less write-ups 232.0 255.7
Increase in provisions 29.1 51.6
Other expenditure and income not affecting payments -38.5 -34.9
Profit (2006: loss) on disposal of intangible and tangible assets 3.8 -36.4
Changes in inventories, trade receivables and other assets -114.6 -100.4
Changes in trade payables and other liabilities 1.9 -3.8
Cash flow from operating activities (21) 332.8 407.0
Cash inflow from disposals of tangible and intangible assets 27.2 26.6
Cash outflow from acquisitions of tangible and intangible assets -297.5 -333.8
Cash inflow from disposals of financial assets 1.8 0.0
Cash outflow from acquisitions of financial assets -3.0 -31.1
Cash flow from acquisitions and disposals of consolidated companies 0.1 19.3
Cash flow from investing activities (21) -271.4 -319.0
Payments to partners and minority shareholders -45.9 -94.3
Changes in financial debt -3.9 53.2
Cash inflow from disposals of loans and securities

held as non-current assets 0.2 1.9
Cash outflow from acquisitions of loans and securities

held as non-current assets -0.2 -8.2
Cash flow from financing activities -49.8 -47 .4
Changes in cash and cash equivalents with effect on payments 11.6 40.6
Changes in cash and cash equivalents from changes

in consolidated companies -12.6 -0.1
Changes in cash and cash equivalents from exchange rate differences -3.5 -3.0
Cash and cash equivalents at beginning of year 188.4 183.9
Cash and cash equivalents at end of year 183.9 221.4
Securities held as current assets 6.5 5.0
Liquid assets 190.4 226.4

The notes are an integral part of the financial statements.
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Statement of Changes in Equity
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[million €] £ 8 & 3 % 8 P SE &
Status Jan. 1, 2006 450.0 1,380.2 -188.0 1,830.2 126.4 1,956.6
Consolidated profit 202.5 202.5 16.6 219.1
Appropriation of profit -46.8 -46.8 -6.7 -53.5
Exchange rate differences -111.9 -111.9 -111.9 -10.2 -122.1
Derivative financial instruments 8.0 8.0 8.0
Other changes 29.4 29.4 22.7 52.1
Status Dec. 31, 2006 450.0 1,461.4 -299.9 1,911.4 148.8 2,060.2
Consolidated profit 258.6 258.6 16.6 275.2
Appropriation of profit -83.4 -83.4 -4.7 -88.1
Exchange rate differences -79.7 -79.7 -79.7 -10.2 -89.9
Derivative financial instruments 2.2 2.2 2.2
Other changes -21.0 -21.0 1.3 -19.7

Status Dec. 31, 2007 450.0 1,538.1 -379.6 1,988.1 151.8 2,139.9




Notes to the Consolidated Financial Statements

General

The Freudenberg Group is an international industrial group active as a supplier to the automotive, mechanical
engineering, textile and clothing industries throughout the world. The Group's portfolio also includes mechanical
household cleaning and laundry care products.

The consolidated financial statements of Freudenberg & Co. Kommanditgesellschaft (in the following:
Freudenberg & Co.), Weinheim, for 2007 have been drawn up in accordance with the International Financial
Reporting Standards (IFRS) as they are to be applied in the European Union (EU) as of the balance sheet date
and the interpretations of the International Financial Reporting Interpretations Committee (IFRIC) of the Interna-
tional Accounting Standards Board (IASB) which are binding for the 2007 financial year. Comparative figures
for the previous financial year were based on the same principles.

Freudenberg & Co. has availed itself of the right as laid down in Sec. 315a (3) HGB (Handelsgesetzbuch,
"German Commercial Code”) to set up its consolidated financial statements in accordance with IFRS.

The application of the following new and amended standards was binding for the first time for the 2007
financial year: amendment to IAS 1 (“Presentation of Financial Statements”) and IFRS 7 (“Financial Instruments:
Disclosures”). The following interpretations were also binding for the first time: IFRIC 7 ("Applying the Restatement
Approach under IAS 29 Financial Reporting in Hyperinflationary Economies”), IFRIC 8 ("Scope of IFRS 2°),

IFRIC 9 ("Reassessment of Embedded Derivatives”) and IFRIC 10 (“Interim Financial Reporting and Impairment”).
The new and amended standards were not relevant to the Freudenberg Group or had no or only an immaterial
effect on the net assets, financial position and results of operations.

The application of the interpretation IFRIC 11 (“IFRS 2 — Group and Treasury Share Transactions”) is binding for
the first time for the 2008 financial year. This interpretation is not relevant to Freudenberg.

The new standard IFRS 8 ("Operating Segments”) applies from the 2009 financial year. However, the application
of this standard is not mandatory for Freudenberg.

In addition, the IASB has published the following standards and interpretations which have not yet become
effective and have not yet been endorsed by the EU under the comitology procedure: amendment to IAS 1
("Presentation of Financial Statements, revised September 2007”), amendment to IAS 23 ("Borrowing Costs”),
amendment to IAS 27 (“Consolidated and Separate Financial Statements”), amendments to IAS 32 and IAS 1 of
February 2008 ("Amendments to IAS 32 Financial Instruments: Presentation and IAS 1 Presentation of Financial
Statements”), amendment to IFRS 2 (“Share-based Payment”), amendment to IFRS 3 ("Business Combinations”),
IFRIC 12 (“Service Concession Arrangements”), IFRIC 13 ("Customer Loyalty Programs”) and IFRIC 14 ("IAS 19 -
The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction”). These standards
and interpretations are not relevant to the Freudenberg Group or are not expected to have any material effect
on the Group's net assets, financial position and results of operations.

The Group currency is the euro. All amounts are indicated in million euros.
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Companies included in the consolidation

Apart from Freudenberg & Co., 94 (2006: 95) German and 256 (2006: 252) foreign companies in which
Freudenberg & Co. directly or indirectly holds a majority of the voting rights or the financial and business policy
of which Freudenberg & Co. has the right to determine in accordance with articles of association, statutes or
contracts are fully consolidated in the consolidated financial statements.

In addition, one (2006: one) German and 34 (2006: 37) foreign companies have been consolidated by the
pro-rata method. Their overall effect on the consolidated financial statements is not significant.

In accordance with the stipulations concerning associated companies, three (2006: two) German and nine
(2006: nine) foreign companies are shown in the consolidated financial statements.

The significant shareholdings of the Freudenberg Group are listed on pages 93 to 96. A list of all shareholdings
is filed with the Electronic Federal Gazette.

In the year under review, 18 companies were included in the consolidated financial statements as fully consoli-
dated affiliates for the first time. 15 companies which had previously been fully consolidated were no longer
included as fully consolidated affiliates due to sale, liquidation or merger. The timing of the initial consolidation
was determined on the basis of the date when the Freudenberg Group started to exercise financial control.

As of September 30, 2007, all the shares in the Freudenberg Building Systems Group, with headquarters in
Weinheim, were sold. The income statement therefore includes the income statement items of these companies
for the first nine months of the 2007 financial year.

Furthermore, Freudenberg acquired the remaining 50 percent of the shares in the Corfina group, with head-
quarters in Pinerolo, Italy, and included this group in the consolidated financial statements of the Freudenberg
Group as a fully consolidated company from January 1, 2007.

Income from acquisition and disinvestment activities totaled 19.3 million euros.

Two companies consolidated by the pro-rata method were included in the consolidated financial statements for
the first time in 2007. In addition, five companies were fully consolidated for the first time in 2007.

The number of associated companies rose by one in the year under review.

The changes in consolidated companies had the following effects on the net assets, financial position and
results of operations.

[million €] Dec. 31, 2006 Dec. 31, 2007
Non-current assets 33.9 45.1
Current assets -14.1 -16.5
Non-current liabilities 21.3 17.0
Current liabilities -1.5 11.1

Sales -58.6 32.1




Consolidation methods

The acquisition costs of the shareholdings concerned are set off against the pro-rata share in the fair value of
the equity capital of the companies concerned as of the date of acquisition according to the purchase method.
Assets and liabilities are also included in the consolidated balance sheet at their fair values as of the acquisition

date. Any remaining differences are shown as goodwill.

Intercompany profits and losses, sales, expenses and income and all receivables and payables between consoli-
dated companies are eliminated. Deferred taxes are set up on consolidation transactions affecting net income.

Joint venture companies are consolidated on a pro-rata basis using the same principles.

The equity values calculated for associated companies are based on the purchase method. In such cases,
adjustments have been made to individual accounts to reflect material differences from the valuation methods
used in the consolidated financial statements where such adjustments could be determined at reasonable cost.
The differences arising from the acquisition of shareholdings in associated companies form part of the book
value of the shareholding in the associated company concerned. Such differences are treated in the same way
as goodwill arising in connection with Group companies.

Accounting and measurement principles

The consolidated financial statements are based on the annual accounts of Freudenberg & Co. and the consoli-
dated companies. All the annual accounts concerned were drawn up as of December 31, 2007.

In accordance with IAS 27, the accounts of the individual companies to be included in the consolidated financial
statements have been drawn up applying uniform accounting and measurement methods.

The requirement for the reversal of the impairment of assets has been complied with both for non-current and for
current assets. Unless individual standards call for a different measurement, the updated acquisition or production
cost represents the upper limit of valuation in such cases.

Borrowing costs are not capitalized as part of acquisition or production cost.

Acquired intangible assets are capitalized at acquisition cost and depreciated on a systematic basis.

Systematic depreciation is based on the following useful lives:

Software 3 to 8 years

Patents and licenses depending on contract term
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An impairment test is carried out on goodwill at least once per year and an impairment loss is shown if the
value of such assets is found to have been impaired.

For the impairment test, the value in use of the cash-generating unit to which the goodwill is allocated is
determined in accordance with IAS 36 on the basis of a five-year budget, applying the discounted cash flow
method. The discount rates used are based on the WACC (“weighted average cost of capital”) determined
separately for each cash-generating unit. An impairment loss is recognized if the carrying value of the cash-
generating unit is in excess of discounted future cash flows.

Impairments of capitalized goodwill are shown under other expenses in the consolidated income statement.

Provided that such assets meet the requirements of IAS 38, internally generated intangible assets are carried
as assets at production cost and are depreciated on a systematic basis over their useful lives, if their useful lives
are finite.

If the useful life of intangible assets is not considered to be finite, no systematic depreciation is effected.

An intangible asset may be regarded as having an indefinite useful life when, based on an analysis of all of
the relevant factors, there is no foreseeable limit to the period over which the asset is expected to generate
net cash flows for the Group.

Tangible assets are capitalized at acquisition or production cost. In the case of assets produced by Group
companies, production cost also includes directly attributable cost as well as pro-rata overheads and
depreciation.

Expenditure for repairs and maintenance is generally shown as expenses. Such expenditure is only capitalized
if future economic benefits in connection with such expenditure are probable and the acquisition or production

cost can be reliably measured.

Movable non-current assets and industrial buildings are depreciated over their useful lives. This approach
normally corresponds to straight-line depreciation.

Systematic depreciation is determined on the basis of the following useful lives:

Buildings max. 50 years
Machinery and equipment 5 to 25 years
Other fixtures, fittings and office equipment 4 to 20 years

In addition, an impairment loss is recognized if the net selling price or value in use of an asset falls below
the book value. If the impairment of an asset reflected by a write-down in the past is reduced or eliminated,
the impairment loss is reversed. The updated acquisition or production cost represents the upper limit of
measurement in such cases.



Taxable grants and tax-free investment subsidies, normally paid by public bodies, are set off against acquisition
or production cost.

In accordance with IAS 17, non-current assets leased under finance leases are recognized as assets and written
off over their economic useful life if substantially all the risks and rewards associated with the ownership of the
leased asset lie with the lessee. Such assets are carried at the fair value of the leased asset at the inception of
the lease or, if lower, at the present value of the minimum lease payments. A liability of the same amount is also
shown on the balance sheet.

In the case of operating leases, lease payments are recognized as expenses.

Land and buildings held to earn rentals from third parties are dealt with as investment properties. Such proper-
ties are measured at acquisition cost.

Financial investments which consist of movable assets and buildings are depreciated over their useful lives.
This approach normally corresponds to straight-line depreciation.

Systematic depreciation is calculated on the basis of a maximum useful life of 50 years.
The fair value is determined by the discounted cash flow method.

Participations are shown at acquisition cost or, if lower, at fair value.

Shares in associated companies are stated at their updated pro-rata equity values.
Interest-free and low-interest long-term loans are shown at their discounted values.

Inventories are shown at acquisition or production cost or at net realizable value, where this is lower.
Inventories of raw materials and consumables and merchandise are measured by the weighted average cost
method. Production cost includes directly attributable costs as well as production and material overheads
and depreciation.

Receivables and other assets are recognized at amortized cost. Impairments are recognized for individual risks
identified on the basis of analyses which are not covered by credit insurance. Impairments are effected using a
separate account if circumstances become apparent as a result of which certain receivables are subject to risks
in excess of the general credit risk. The amortized cost is approximately equivalent to the fair value of the assets
concerned. Interest-free receivables with terms of more than one year are shown at their discounted values.
Foreign-currency receivables are converted using the exchange rate as of the balance sheet date.

In principle, securities carried as non-current or current assets are available for sale. Such securities are there-
fore recorded at the market value as of the balance sheet date. Value changes are shown under equity without
an effect on net income.
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Cash at bank or in hand is shown at its nominal value. Cash held in foreign currencies is converted using the
exchange rate as of the balance sheet date.

Non-current assets and groups of assets held for sale are shown separately in the balance sheet if they are
available for immediate sale in their present condition and the sale of such assets is highly probable within
the next twelve months. Such assets are shown at the lower of fair value less costs to sell and book value.
Systematic depreciation is not recognized on such assets. Liabilities included in a disposal group are shown
separately under liabilities.

The criteria for the distinction between equity instruments and financial liabilities are stated in I1AS 32.
According to IAS 32.16 and 17, a financial instrument cannot be considered to be an equity instrument if the
financial assets received by the reporting entity place it under a potential obligation to make payments.

If the reporting entity does not have an unconditional right to refuse making payments, the financial instrument
must be classed as a financial liability under IAS 32.19. In view of the special nature of the provisions in its
Partnership Agreement and the structure of the partners in the Freudenberg Group, it can be stated that
Freudenberg & Co. has an unconditional right to refuse payment in the event of termination or withdrawal by a
partner. An obligation of Freudenberg & Co. to make payments which could be detrimental to the classification
of its capital as equity instruments could only arise in a highly improbable extreme case and therefore need
not be considered in accordance with IAS 32.25. The balance sheet of Freudenberg & Co. as at December 31
in accordance with IFRS therefore shows the Partners’ capital as equity.

Provisions for pensions and similar obligations are determined by the projected unit credit method using
actuarial principles, taking into account future income and pension trends.

Deferred taxes are calculated on temporary differences between the tax balance sheets of individual compa-
nies and the consolidated balance sheet, taking into account the applicable national income tax rates valid on
the date of realization and already in force on the balance sheet date. In addition, deferred tax assets are
recognized for tax losses carried forward if it is likely that such losses will be usable by the company. Deferred
tax assets and liabilities are only set off against each other in cases where the income taxes concerned are
levied by the same tax authority and concern the same period.

The other provisions allow for all recognizable risks and uncertain obligations towards third parties which will
probably result in an outflow of resources which can be reliably estimated. Such provisions are recognized at
their most probable settlement value and discounted if the amount of such discount is significant. Reimbursement
rights in this connection are shown separately under other assets.

Liabilities are shown at their face value or at the repayment or seftlement value, where this is higher.
Non-current liabilities are discounted if the amount of such discount is significant. Liabilities repayable in foreign
currencies are shown at the exchange rate as of the balance sheet date.

Sales and other income are recognized at the fair value of the consideration received or receivable when the
services are performed or the goods or products concerned are delivered.



The cash flow statement is broken down into cash flows from operating, investing and financing activities.
Effects arising from changes in the group of consolidated companies and the effects of exchange rate fluctua-
tions have been eliminated from the cash flow statement. The influence of these effects on the amount of funds
at hand is indicated separately. The liquidity shown in the cash flow statement includes cash on hand, checks
and cash at banks plus securities held as current assets.

In connection with the drawing-up of the consolidated balance sheet, it has been necessary to make assump-
tions and estimates concerning certain assets and liabilities (for example, as regards the useful life of assets with
a finite useful life or the parameters for determining pension liabilities). Actual future figures may deviate from
these estimates.

Currency translations

The balance sheets of all companies included in the consolidated financial statements which are not located

in the eurozone are drawn up in the national currencies concerned. This is normally the currency of the primary

economic environment in which the companies concerned operate (concept of functional currency).

In the accounts of individual companies, foreign-currency receivables and liabilities are translated at the
exchange rates as of the balance sheet date.

Goodwill created as a result of acquisitions on or after March 31, 2004, is carried as an asset of the econo-
mically independent foreign companies concerned in their respective functional currencies.

The financial statements of companies located in hyperinflationary economies are restated in accordance with
IAS 29.

In the consolidated financial statements, the financial statements of all companies not located in the eurozone
are translated in accordance with the following principles:

Balance sheet items are translated at the middle rate as of the balance sheet date.
Income statement items are translated at average annual exchange rates.
Differences arising from the use of different exchange rates are recognized without an effect on net income.

The same principles are used in the case of associated companies consolidated by the equity method.
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The exchange rates of major currencies used for currency conversion developed as follows:

Country Currency Closing rate Average exchange rate
Dec. 31, 2006 Dec. 31, 2007 2006 2007
Brazil BRL 2.8138 2.6205 2.7455 2.66037
China CNY 10.2915 10.74 10.0499 10.4424
Great Britain GBP 0.6714 0.7346 0.6819 0.6873
Japan JPY 156.65 165.00 146.752 162.043
Taiwan TWD 42.901 47.703 41.0543 45.2159
USA usb 1.3181 1.4716 1.2631 1.37898

Differences arising from the use of different exchange rates compared with the previous year are shown in the
statement of changes in intangible and tangible assets with respect to non-current assets and in the statement of
changes in equity with respect to equity.



(1) Intangible assets

Changes in intangible assets from January 1 to December 31, 2006
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ACQUISITION/PRODUCTION COST
Status Jan. 1, 2006 226.3 277.9 0.1 504.3
Changes in consolidated companies 1.7 10.6 0.0 22.3
Exchange rate differences -6.3 -13.3 0.0 -19.6
Additions 12.9 2.8 0.6 16.3
Write-ups/revaluations 0.0 0.0 0.0 0.0
Disposals -6.2 0.0 -0.1 -6.3
Reclassifications 0.1 -0.1 0.0 0.0
Status Dec. 31, 2006 238.5 277.9 0.6 517.0
DEPRECIATION
Status Jan. 1, 2006 114.6 4.6 0.0 119.2
Changes in consolidated companies -1.2 0.0 0.0 -1.2
Exchange rate differences -2.4 0.0 0.0 -2.4
Additions — systematic 22.5 0.0 0.0 22.5
Impairment losses 1.0 0.8 0.0 1.8
Write-ups/revaluations 0.0 0.0 0.0 0.0
Disposals -5.3 0.0 0.0 -5.3
Reclassifications 0.1 0.0 0.0 0.1
Status Dec. 31, 2006 129.3 5.4 0.0 134.7
Book value Dec. 31, 2006 109.2 272.5 0.6 382.3

Book value Dec. 31, 2005 111.7 273.3 0.1 385.1
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Changes in intangible assets from January 1 to December 31, 2007
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ACQUISITION/PRODUCTION COST
Status Jan. 1, 2007 238.5 277.9 0.6 517.0
Changes in consolidated companies 34.9 45.1 0.0 80.0
Exchange rate differences -5.7 -11.2 0.0 -16.9
Additions 17.5 4.0 1.3 22.8
Write-ups/revaluations 0.0 0.0 0.0 0.0
Disposals 111 -0.7 -0.1 -11.9
Reclassifications 1.4 0.0 -0.3 1.1
Status Dec. 31, 2007 275.5 315.1 1.5 592.1
DEPRECIATION
Status Jan. 1, 2007 129.3 5.4 0.0 134.7
Changes in consolidated companies -7.7 0.0 0.0 7.7
Exchange rate differences -2.7 -0.1 0.0 -2.8
Additions — systematic 27.1 0.0 0.0 271
Impairment losses 0.5 4.6 0.0 5.1
Write-ups/revaluations 0.0 0.0 0.0 0.0
Disposals -5.8 0.0 0.0 -5.8
Reclassifications 0.2 0.0 0.0 0.2
Status Dec. 31, 2007 140.9 9.9 0.0 150.8
Book value Dec. 31, 2007 134.6 305.2 1.5 441.3

Book value Dec. 31, 2006 109.2 272.5 0.6 382.3




(2) Tangible assets

Changes in tangible assets from January 1 to December 31, 2006
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ACQUISITION/PRODUCTION COST
Status Jan. 1, 2006 840.9 2,137.6 628.6 14.1 95.8 3,717.0
Changes in consolidated companies 1.1 3.1 -0.2 0.0 -0.2 3.8
Exchange rate differences -19.5 -61.8 -11.5 -0.2 -3.9 -96.9
Additions 17.4 106.2 62.0 16.7 78.9 281.2
Write-ups/revaluations 0.1 0.0 0.0 0.0 0.0 0.1
Disposals -8.5 -84.2 -44.3 -0.9 -4.0 -141.9
Reclassifications 19.2 45.0 12.3 -18.7 -60.3 -2.5
Status Dec. 31, 2006 850.7 2,145.9 646.9 11.0 106.3 3,760.8
DEPRECIATION
Status Jan. 1, 2006 339.8 1,285.7 433.4 0.0 0.1 2,059.0
Changes in consolidated companies 0.1 1.0 -0.2 0.0 -0.1 0.8
Exchange rate differences -7.5 -41.5 -8.3 0.0 0.0 -57.3
Additions — systematic 24.1 119.9 60.1 0.0 0.0 204.1
Impairment losses 1.1 1.7 0.0 0.0 1.0 3.8
Write-ups/revaluations -0.1 0.0 -0.1 0.0 0.0 -0.2
Disposals -1.6 -65.8 -35.8 0.0 -1.0 -104.2
Reclassifications 1.0 -3.5 0.8 0.0 0.0 -1.7
Status Dec. 31, 2006 356.9 1,297.5 449.9 0.0 0.0 2,104.3
Book value Dec. 31, 2006 493.8 848.4 197.0 11.0 106.3 1,656.5

Book value Dec. 31, 2005 501.1 851.9 195.2 14.1 95.7 1,658.0
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Changes in tangible assets from January 1 to December 31, 2007
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ACQUISITION/PRODUCTION COST
Status Jan. 1, 2007 850.7 2,145.9 646.9 11.0 106.3 3,760.8
Changes in consolidated companies -1.8 -52.7 -9.5 -0.5 -1.0 -65.5
Exchange rate differences -18.8 -59.4 -9.5 -0.1 -4.0 -91.8
Additions 33.6 126.5 69.2 18.6 63.0 310.9
Write-ups/revaluations 0.8 0.7 0.0 0.0 0.0 1.5
Disposals -6.2 -55.9 -394 -2.1 -0.6 -104.2
Reclassifications -32.6 37.6 16.0 -13.1 -92.9 -85.0
Status Dec. 31, 2007 825.7 2,142.7 673.7 13.8 70.8 3,726.7
DEPRECIATION
Status Jan. 1, 2007 356.9 1,297.5 449.9 0.0 0.0 2,104.3
Changes in consolidated companies -0.9 -15.5 -6.8 0.0 0.0 -23.2
Exchange rate differences -7.6 -40.6 -6.7 0.0 0.0 -54.9
Additions — systematic 23.5 117.5 62.3 0.0 0.0 203.3
Impairment losses 1.1 16.5 0.1 0.0 2.4 20.1
Write-ups/revaluations 0.7 0.2 0.0 0.0 0.0 0.9
Disposals -1.9 -46.8 -35.7 0.0 0.0 -84.4
Reclassifications -19.0 -15.4 -0.9 0.0 0.0 -35.3
Status Dec. 31, 2007 352.8 1,313.4 462.2 0.0 2.4 2,130.8
Book value Dec. 31, 2007 472.9 829.3 211.5 13.8 68.4 1,595.9
Book value Dec. 31, 2006 493.8 848.4 197.0 11.0 106.3 1,656.5

Government grants totaling 10.6 million euros (2006: 11.6 million euros) for tangible assets, which mainly
concern investment promotion, are netted against acquisition costs.



Leased assets (finance leases)

Leased assets are recognized under non-current assets at the following book values:

[million €] Dec. 31,2006 Dec. 31, 2007
Intangible assets 0.0 0.1
Land and buildings 39.3 38.2
Machinery and equipment 1.6 0.4
Other fixtures, fittings and office equipment 1.1 0.2
Book value of leased assets recognized 42.0 38.9

The finance lease contracts were concluded at arms-length business conditions. Such leases normally include
favorable purchase options. The lease contracts do not provide for any contingent rent payments or significant
restrictions.
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Finance leases
Minimum lease payments 3.8 27.2 4.9 35.6 21.5 4.9 2.2 28.6
Discount 0.2 2.6 0.3 3.1 0.3 0.6 0.6 1.5
Present value GRS 24.6 4.6 32.5 21.2 4.3 1.6 27.1
Operating leases
Minimum lease payments 45.2 73.6 20.5 1393 49.2 71.8  20.1 141.1

Lease payments totaling 67.8 million euros (2006: 65.9 million euros) under operating leases were recognized
with an effect on net income.

(3) Investment properties
The details of land and buildings held to earn rentals for the first time from October 1, 2007, are as follows:

Third party use Rent income Direct operating
[million €] expenses

2007 100 % 0.8 0.2
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There are no restrictions on the saleability of investment properties. Freudenberg is not under any contractual
obligations to purchase, build or develop investment properties, or to repair or maintain such properties.

Changes in investment properties from January 1 to December 31, 2007

[million €]

ACQUISITION/PRODUCTION COST

Status Jan. 1, 2007 0.0
Changes in consolidated companies 0.0
Exchange rate differences 0.0
Additions — acquisitions 0.1
Additions - subsequent acquisition cost 0.0
Disposals 0.0
Reclassifications 39.6
Status Dec. 31, 2007 39.7
DEPRECIATION

Status Jan. 1, 2007 0.0
Changes in consolidated companies 0.0
Exchange rate differences 0.0
Additions — systematic 0.3
Impairment losses 0.0
Write-ups/revaluations 0.0
Disposals 0.0
Reclassifications 18.8
Status Dec. 31, 2007 19.1
Book value Dec. 31, 2007 20.6
Book value Dec. 31, 2006 0.0

The fair value of investment properties is 24.1 million euros.



(4) Investments valued at equity

The book value of investments valued at equity is as follows:

[million €] Dec. 31,2006 Dec. 31, 2007
Status January 1 408.4 453.3
Pro-rata share of profit 48.0 42.4
Dividends -9.5 -7.5
Other changes 6.4 -31.0
Status December 31 453.3 457.2

The values last published by the two most significant associated companies in their consolidated annual reports,

as at March 31, 2007 and March 31, 2006, were as follows:

March 31, 2007 Sales Net Assets Liabilities
[million ¥] income

NOK Corporation, Tokyo, Japan 479,815 24,793 508,021 228,371
Japan Vilene Company Ltd., Tokyo, Japan 56,313 2,906 58,360 22,845
March 31, 2006 Sales Net Assets Liabilities
[million ¥] income

NOK Corporation, Tokyo, Japan 450,630 29,445 471,015 223,338
Japan Vilene Company Ltd., Tokyo, Japan 51,864 2,448 55,302 22,321

These associated companies were consolidated on the basis of their interim financial statements as at

December 31, 2007.

As at December 31, 2007, the market values of the shareholdings were 565.2 million euros (93,262.2 million ¥)
(2006: 576.2 million euros/90,269.0 million ¥) for NOK Corporation and 50.2 million euros (8,288.1 million ¥)

(2006: 68.4 million euros/10,721.9 million ¥) for Japan Vilene.

A further 0.29 percent of the shares in NOK Corporation were acquired in January 2008, bringing the total

stake to 22.97 percent.
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(5) Inventories

Inventories break down as follows:

[million €] Dec. 31,2006 Dec. 31, 2007
Raw materials and consumables 206.1 197.0
Work in progress 82.1 84.9
Finished goods and merchandise 411.1 404.4
Payments made on account 3.8 3.8

703.1 690.1

After eliminating exchange rate effects and changes in consolidated companies (totaling -24.6 million euros),
there was a rise of about 2 percent in inventories.

Write-downs of inventories totaling 31.4 million euros (2006: 27.6 million euros) were recognized as expenses
in the reporting year.

Write-ups totaling 2.5 million euros (2006: 0.4 million euros) were effected on inventories as the reason for the
impairment losses concerned no longer existed.

The inventories shown are not subject to any significant restrictions on title or disposal.



(6) Receivables
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Trade receivables 815.0 0.0 815.0 831.7 0.0 831.7
Other assets 118.7 37.9 156.6 135.1 34.8 169.9
Receivables 933.7 37.9 971.6 966.8 34.8 1,001.6

As a result of a change in classification, the trade receivables and the other assets include accounts receivable
from associated companies and accounts receivable from other participations which were shown as separate
items in the financial statements for 2006. The figures for 2006 have therefore been restated accordingly.

The increase in trade receivables was mainly due to the rise in sales in the fourth quarter of 2007.

The other assets include pension plan assets in excess of the corresponding pension obligations in the amount
of 14.4 million euros (2006: 13.9 million euros).

The other assets also include emission rights received at no charge with an amount of 1.1 million euros (2006:
1.1 million euros). These emission rights were issued on the basis of the Greenhouse Gas Emissions Trading Act
and the Allocation Act.

Furthermore, the other assets include other tax receivables and liability insurance claims.

The claims for reimbursement in connection with recognized provisions, which are included in other assets,
are shown in the list of provisions.
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(7) Securities and cash at bank and in hand

[million €] Dec. 31, 2006 Dec. 31, 2007
Securities 6.5 50
Checks and cash in hand 3.4 2.6
Cash at banks 180.5 218.8

190.4 226.4

(8) Non-current assets held for sale and disposal groups

This item includes assets and liabilities in connection with the sale of the Group's brake hose business. This sale
was realized at the end of January 2008.

The book values of the assets and liabilities included in the disposal group break down as follows:

[million €] Dec. 31, 2006 Dec. 31, 2007
Intangible and tangible assets 0.9 27.3
Inventories 8.6 10.8
Trade receivables 5.0 13.4
Other assets 0.0 3.2
Non-current assets held for sale 14.5 54.7
Other provisions 0.0 8.7
Other liabilities 0.0 11.7

Liabilities in connection with non-current assets
held for sale 0.0 20.4




(9) Equity
The statement of changes in equity is shown on page 49.

Partners’ capital consists of:

[million €] Dec. 31, 2006 Dec. 31, 2007
General Partners’ capital 0.0 0.0
Limited Partners’ capital 450.0 450.0

450.0 450.0

Retained earnings consist of:

[million €] Dec. 31, 2006 Dec. 31, 2007
Non-distributable Partners’ reserves 306.0 338.3
Group reserves 1,155.4 1,199.8

1,461.4 1,538.1

Non-distributable Partners’ reserves are intended to secure the continued existence of the Group and are used
especially for capital increases or, should the need arise, to absorb losses.

Group reserves include the reserves and retained earnings of companies included in the consolidated financial
statements.

The “other changes” shown in the statement of changes in equity include effects in connection with the measure-
ment of participations in associated companies without effect on net income amounting to -31.3 million euros
(2006: 52.3 million euros).

This item also includes changes in the value of securities in the amount of 20.6 million euros recorded without
effect on net income. Changes in the value of securities recorded without effect on net income in previous years
were only shown on the income statement for the year under review to an insignificant extent.

Minority interests

Minority interests include the shares of third parties outside the Freudenberg Group in the equity capital of
consolidated subsidiaries following adjustment to the accounting principles of the Freudenberg Group.

The rise in minority interests from 148.8 million euros in 2006 to 151.8 million euros in 2007 is mainly the result
of the allocation of profit for the financial year.
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(10) Provisions for pensions

The provisions for pensions mainly concern German companies. This item includes obligations arising from
current pensions and future pension entitlements.

The Freudenberg Group pension scheme consists of both defined contribution and defined benefit pension
plans. Defined benefit plans include both fixed salary and final salary plans. In the case of the defined
contribution plans, there are no additional obligations apart from the payment of contributions. Contributions
paid are expensed under personnel expenses and amounted to 63.7 million euros (2006: 53.3 million euros).
Contributions paid mainly include employers’ contributions to the statutory pension scheme.

The value of provisions for defined benefit plans was calculated on actuarial principles by the projected unit
credit method. For the German companies, the calculation was based on the following actuarial assumptions:

Dec. 31, 2006 Dec. 31, 2007

Discount rate 4.5 % 55%
Pension trend 2.0 % 2.0%

The assumed trend in salaries and wages had no effect on the value of pension obligations as a result of the
pension plan regulations.

In the case of the foreign companies, the actuarial assumptions used for the calculations were within the
following ranges:

Dec. 31, 2006 Dec. 31, 2007

Discount rate 43 %-58% 50%-59%
Salary increases 25%-45% 25%-45%
Pension trend 1.6%-31% 20%-3.4%
Expected return on plan assets 43%-80% 53%-80%

Actuarial gains and losses are recognized as expenses if they exceed 10 percent of the greater of the present
value of pension obligations and the fair value of the pension plan assets (the “corridor approach”). The amount
in excess of this figure is expensed over the average remaining working lives of the workforce.



Net pension obligations are shown in the following items of the balance sheet:

[million €] Dec. 31,2006 Dec. 31, 2007
Provisions for pensions 370.3 365.4
Other assets -13.9 -14.4
Net pension obligations 356.4 351.0

Net pension obligations are calculated as follows:

[million €] Dec. 31,2006 Dec. 31, 2007
Present value of externally funded defined benefit obligations 278.4 242.6
Fair value of plan assets -240.7 -220.0
Deficit 37.7 22.6
Present value of unfunded defined benefit obligations 435.2 377.1
Unrecognized actuarial gains/losses -116.5 -48.7
Unrecognized past service cost -0.1 -0.2
Amount not recognized as a result of IAS 19.58 0.1 0.2
Net pension obligations 356.4 351.0

Pension expenses consist of the following components:

[million €] Dec. 31, 2006 Dec. 31, 2007
Current service cost 17.2 12.4
Interest cost 32.5 31.6
Expected return on plan assets -15.1 -15.6
Net actuarial gain/loss recognized 5.6 4.6
Past service cost 0.3 1.6
Losses/gains on curtailment and seftlement -0.5 -0.4
Effect on expenses of IAS 19.58 0.0 0.1
Total pension expenses 40.0 34.3

Pension expenses are included in the personnel expenses allocated to the appropriate functional areas of the

income statement.

The actual return on pension plan assets was 6.5 million euros (2006: 19.9 million euros).
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In the year under review, defined benefit obligations developed as follows:

[million €] 2006 2007
Present value of defined benefit obligations, Jan. 1 701.9 713.6
Current service cost 17.2 12.4
Interest cost I2.5 31.6
Actuarial gains () and losses (+) -4.7 -63.6
Gains () and losses (+) on curtailment and settlement -1.7 -1.1
Past service cost 0.3 1.6
Contributions by plan participants 1.0 0.9
Liabilities extinguished on seftlements -0.1 0.0
Benefits paid -30.7 -32.0
Reclassifications/other changes 8.6 17.7
Exchange rate differences -10.7 -26.0
Present value of defined benefit obligations, Dec. 31 713.6 619.7

In the year under review, plan assets developed as follows:

[million €] 2006 2007
Fair value of plan assets, Jan. 1 220.6 240.7
Expected return on plan assets 15.1 15.6
Actuarial gains (+) and losses (- 4.8 -9.0
Contributions by employer 12.7 8.0
Contributions by plan participants 1.0 0.9
Benefits paid -10.2 -11.4
Reclassifications/other changes 6.0 -2.6
Exchange rate differences -9.3 -22.2

Fair value of plan assets, Dec. 31 240.7 220.0




The fair value of plan assets is distributed as follows:

[million €] 2006 2007
Equity instruments 133.8 116.6
Interest-bearing securities 93.3 92.3
Other assets 13.6 11.1

240.7 220.0

The expected return on plan assets is calculated on the basis of the market prices of plan assets as of the
respective date. The development in expected return is chiefly due to the increase in plan assets compared with
the previous year.

Over the past five years, the present value of defined benefit obligations, the fair value of plan assets and
funded status have changed as follows:

[million €] 2003 2004 2005 2006 2007
Present value of defined benefit obligations 546.9 614.4 701.9 713.6 619.7
Fair value of plan assets -172.1 -183.2 -220.6 -240.7 -220.0
Funded status 374.8 431.2 481.3 472.9 399.7

In 2008, contributions in the amount of 17.3 million euros (2007: 12.8 million euros) will probably be made to
the pension fund.

Experience adjustments (losses) to the present value of defined benefit obligations amounted to 4.6 million euros
in the period under review (2006: gains of 4.0 million euros). The deviation between actual return and expected
return on plan assets was -9.0 million euros in 2007 (2006: 4.8 million euros).
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(11) Other provisions
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Status Jan. 1, 2007 234.1 33.5 17.2 85.7 370.5
Increases/accumulation of interest 176.4 25.6 18.3 71.4 291.7
Amounts used -138.1 -15.3 -16.2 -50.1 219.7
Reversal -8.4 -4.5 -1.1 -14.1 -28.1
Exchange rate differences -6.1 -0.6 -0.5 2.2 9.4
Other changes -5.0 2.1 -1.4 3.0 5.5
Status Dec. 31, 2007 252.9 36.6 16.3 93.7 399.5
Of which long-term 88.0 2.1 0.6 8.4 99.1
Of which short-term 164.9 34.5 15.7 85.3 300.4
Reimbursement rights connected with
provisions and shown in the balance sheet
under other assets 0.1 0.0 0.0 0.1 0.2

The provisions for personnel obligations mainly include other long- and short-term employee benefits, especially
for vacation not taken, partial retirement and social security contributions.

The miscellaneous provisions include, inter alia, provisions for litigation risks, advertising, environmental protec-
tion and auditing expenses.



(12) Liabilities
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Liabilities to banks
(= financial debt) 79.2 193.1 3.3 2756 202.5 81.3 2.8 286.6
Other financial debt,
incl. leasing 3.7 3338 4.6 42.1 22.1 12.7 1.6 36.4
Partners’ accounts*) 169.0 328.9 - 497.9 384.6 145.9 0.0 530.5
Financial debt 251.9 555.8 7.9 815.6 609.2 239.9 4.4 853.5
Trade payables 474.2 - - 4742 438.7 - - 4387
Advance payments
received on orders 2.3 = = 2.3 3.3 = = 3.3
Miscellaneous liabilities 171.4 39.3 2.1 2128 197.5 32.0 1.9 2314
Other liabilities 173.7 39.3 2.1 215.1 200.8 32.0 1.9 234.7
Liabilities 899.8 595.1 10.0 1,504.9 1,248.7 271.9 6.3 1,526.9

*) following appropriation of profit for reporting year

As a result of a classification change, the trade payables and other liabilities also include liabilities to associated
companies and liabilities to other participations which were shown as separate items in the 2006 financial

statements. The figures for 2006 have therefore been restated accordingly.

Liabilities to banks with a total amount of 2.9 million euros (2006: 4.0 million euros) were secured by charges
on real estate or other security. Land and buildings and other tangible assets were used as security.

The average interest rate on long-term liabilities to banks was 4.63 percent (2006: 3.99 percent).
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The interest payable on the certificates of indebtedness ("Schuldscheindarlehen”) included in the liabilities to
banks is based on variable and fixed components. Cash flows for variable and fixed interest and repayment of
principle are distributed as follows between the years 2007 to 2010:

[million €] Book value Cash flows
Dec. 31, 2006 Dec. 31, 2007 2008 2009 2010

Certificates of
indebtedness 150 150 122.5 1.6 36.5

As in 2006, other financial debt also includes short-term bills of exchange and liabilities in connection with
finance leases. The average interest rate on these liabilities is 5.21 percent (2006: 5.13 percent).

Mainly the liabilities under leasing contracts included in other financial debt are discounted. Further details are
given in the list on page 62.

The interest rates applicable to Partners” accounts vary between 4.0 percent and 6.0 percent, as in the previous
year.

Other liabilities include liabilities for other taxes, outstanding wages and salaries, holiday pay and special
bonuses.



Contingent liabilities and other financial commitments

[million €]

Dec. 31, 2006

Dec. 31, 2007

Contingent liabilities

Liabilities in connection with notes 23.5 2.4
Liabilities in connection with guarantees 19.2 16.9
Liabilities in connection with warranty agreements 0.5 1.7
Collateral for third-party liabilities 0.0 0.2
43.2 21.2

Other financial commitments
Commitments arising from leasing contracts*) 139.3 141.1
Purchase commitments connected with intangible assets 0.2 0.2
Purchase commitments connected with tangible assets 17.1 40.5
Purchase commitments regarding delivery of goods or services 41.7 35.2
Miscellaneous commitments 2.3 8.0
200.6 225.0

*) see also notes on leased assets under “tangible assets”

Further information on financial instruments

The term “financial instrument” is used to refer to any contract that gives rise to both a financial asset of one
enterprise and a financial liability or equity instrument of another enterprise. A distinction is made between
primary and derivative financial instruments. Primary financial instruments in the case of the purchase or sale
of assets are recognized at the settlement date, i.e. the delivery of the asset concerned. Derivative financial
instruments are recognized as of the trade date. In the event of the loss of the control over the contractually
agreed rights to a financial asset, the asset concerned is derecognized. Financial liabilities are derecognized
on the balance sheet when the commitment is discharged or cancelled, or expires.

Under IAS 39, financial instruments are divided into the following categories:

Loans and receivables

This category includes financial assets with fixed or determinable payments that are not quoted in an active

market.

Held-to-maturity investments

Held-to-maturity investments are financial assets with fixed or determinable payments and fixed maturity that

an entity has the positive intention and ability to hold to maturity.
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Financial assets or financial liabilities at fair value through profit or loss

These include:

— financial assets or financial liabilities held for trading and

— financial assets or financial liabilities designated by the entity as at fair value through profit or loss upon
initial recognition.

Available-for-sale financial assets
This category includes all the other financial assets which cannot be allocated to any of the other categories

mentioned above.

Freudenberg did not avail itself of the fair value option under IAS 39 under which it is possible to measure any
financial asset or financial liability at fair value through profit or loss.

The Freudenberg Group does not hold any financial assets or financial liabilities for trading purposes.



Primary financial instruments

Primary financial instruments are assigned to categories on the basis of the relevant balance sheet items.
The allocation to the categories defines the balance sheet accounting and measurement of the instruments.

Loans, receivables and liabilities are recognized at amortized cost. Available-for-sale financial assets are recog-
nized at fair value without effect on net income except where the fair value of such assets cannot be reliably
determined. In such cases, these assets are recognized at acquisition costs. Any impairments are shown in the
income statement with an effect on profit or loss.
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ASSETS
Other financial assets 7.4 4.1 23.6 35.1
Trade receivables 815.0 815.0
Other assets 77.6 77.6
Securities and cash
at bank and in hand 190.4 190.4
Total 1,090.4 4.1 23.6 0.0 1,118.1
LIABILITIES
Financial debts 815.6 815.6
Trade payables 474.2 474.2
Other liabilities 100.9 100.9

Total 0.0 0.0 0.0 1,390.7 1,390.7
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ASSETS
Other financial assets 6.2 52.4 12.7 71.3
Trade receivables 831.7 831.7
Other assets 85.2 85.2
Securities and cash
at bank and in hand 2264 226.4
Total 1,149.5 52.4 12.7 0.0 1,214.6
LIABILITIES
Financial debts 853.5 853.5
Trade payables 438.7 438.7
Other liabilities 115.2 115.2
Total 0.0 0.0 0.0 1,407.4 1,407.4

The Freudenberg Group currently does not hold any held-to-maturity investments.

The fair values of financial assets and liabilities recognized at amortized cost are approximately equal to their
book values.



Credit risks
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Trade receivables 831.7 653.8 133.9 28.8 5.4 2.8 1.6
Other assets 85.2 73.3 3.8 0.7 1.7 1.8 1.4

In the case of trade and other receivables for which no impairments have been recognized and which are not
past due, no defaults are expected. The major part of trade receivables (normally between 70 and 90 percent
of each receivable) is covered by credit insurance. Otherwise, the book value represents the maximum credit
risk associated with each receivable. The trade receivables and other assets which are neither impaired nor

past due only include to a minor extent financial assets which have been renegotiated as they would otherwise
have been past due or impaired.
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Impairment losses to trade receivables developed as follows:

[million €] Dec. 31,2006 Dec. 31,2007
Total impairment losses as of Jan. 1 16.8 17.4
+ Exchange rate differences -0.6 -0.4
+ Additions (expenses for impairments) 6.3 7.5
- Amounts used -2.8 -4.5
- Reversals (write-ups) -2.3 -2.9
Total impairment losses as of Dec. 31 17.4 17.1

Impairment losses to other assets developed as follows:

[million €] Dec. 31,2006 Dec. 31, 2007
Total impairment losses as of Jan. 1 1.1 1.2
+ Exchange rate differences 0.0 -0.1
+ Additions (expenses for impairments) 0.3 0.5
- Amounts used -0.1 0.0
- Reversals (write-ups) -0.1 0.0
Total impairment losses as of Dec. 31 1.2 1.6

In the year under review, impairment losses to receivables totaling 2.9 million euros (2006: 2.4 million euros)
were reversed as the reason for the impairment no longer applied and impairment losses in the amount of
8.0 million euros (2006: 6.6 million euros) were set up. These impairment losses were recognized where pay-
ments were no longer expected or no longer expected in full.



Derivative financial instruments

The parent company Freudenberg & Co. is responsible for all the financing activities of the Freudenberg Group
and also operates the cash management system for the entire Group. The Group companies obtain the financ-
ing they require via cash pools or intercompany loans provided by the parent company or, in some countries,
in the form of bank loans guaranteed by the parent company.

The limits of action, responsibilities and control procedures in connection with derivative financial instruments
are laid down in a binding form in internal directives for Group companies. Freudenberg & Co. does not
expose itself to additional financial risks through speculation with derivative financial instruments but uses such
instruments only for hedging, and therefore reducing, risks in connection with underlying transactions. Future
transactions are only hedged if there is a high probability of occurrence.

Freudenberg & Co. uses derivative financial instruments for hedging interest rate and foreign exchange risks.
In the case of derivative financial instruments used for hedging foreign exchange risks, the greater part of the
positions is held in US dollars.

Fair values are determined on the basis of quoted prices, accepted market information systems or discounted
cash flows.

Derivative financial instruments for hedging recognized assets or liabilities (fair value hedges) are shown in
the balance sheet at fair value. Changes in the fair value are recorded in the income statement. Financial
instruments for hedging future cash flows (cash flow hedges) are also stated in the balance sheet at fair value,
but changes in the fair value of such instruments are recognized without effect on net income under retained
earnings, taking into consideration the applicable income taxes. Such changes are recognized in the income
statement when the underlying transactions concerned are effected. Ineffective portions of hedge transactions
are always recognized in the income statement.

The face value of derivatives entered into for interest rate hedging was 240.0 million euros (2006: 244.1 mil-
lion euros). Apart from one cap with a volume of 30.0 million euros (2006: 30.0 million euros), these deriv-
atives were chiefly short- and long-term interest rate swaps (payer swaps in the amount of 210.0 million euros).
As at December 31, 2007, the positive net fair value of these swaps was 0.6 million euros (2006: negative
net fair value of 2.1 million euros) and the fair value of the cap was immaterial, as in the previous year. These
derivatives were used for hedging low interest rates and the cash flow risk of variable-interest payables.

As of December 31, 2007, the face value of currency futures concluded for hedging foreign exchange risks and
still open was 27.3 million euros (2006: 22.6 million euros). All these transactions were conventional currency
futures. The positive net fair value of these instruments as of December 31, 2007 was 0.2 million euros (2006:
negative fair value of 0.2 million euros).

Of the total volume of derivatives, 50.5 percent (2006: 90.0 percent) had a term of more than one year.
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The following fair values of derivative financial instruments are included in the other assets and other liabilities
respectively:

[million €] Dec. 31,2006 Dec. 31, 2007

Other assets
Currency futures 0.0 0.2
Interest rate swaps 0.1 0.7

Other liabilities
Currency futures 0.2 0.0
Interest rate swaps 2.2 0.1

The value changes (gains) in the case of interest rate swaps (cash flow hedges), amounting to 2.6 million euros
(2006: 8.3 million euros), are recognized in equity. The changes in deferred taxes on the temporary differences
arising offset this amount by 0.4 million euros (2006: 1.3 million euros).

The interest rate swaps are mainly intended to hedge risks of interest changes with respect to variable-interest
loans on a long-term basis. The transactions are expected to occur in the period from 2008 to 2013.

Risks in connection with financial instruments

Freudenberg is exposed fo risks resulting from changes in exchange rates and interest rates and uses conven-
tional derivative instruments such as interest rate swaps, caps and currency futures to hedge risks in connection
with business operations and financing to a limited extent. The use of these instruments is governed by Group
directives within the risk management system which lay down limits on the basis of the value of the underlying
transactions, define approval procedures, exclude the use of derivative instruments for speculative purposes,
minimize credit risks and govern internal reporting and the separation of functions. Compliance with these direc-
tives and the proper handling and measurement of transactions are regularly verified by the Finance and Projects
and Group Accounting and Controlling functions, observing the principle of separation of functions. Furthermore,
risk management for financial instruments is integrated in the Freudenberg Group risk management system.

The risks which are hedged are chiefly as follows:

Interest rate risk

In the case of fixed-interest loans or investments, there is a risk that changes in the market interest rate will affect
the market value of the item concerned (market-value risk contingent on interest rates). In contrast, variable-
interest loans and investments are not subject to this risk as the interest rate is adjusted to reflect changes in the
market situation with a very short delay. However, there is a risk with respect to future interest payments as a
result of short-term fluctuations in market interest rates (cash flow risk contingent on interest rates).



To hedge risks resulting from interest rate changes, Freudenberg chiefly concludes long-term interest rate swaps
and caps.

Risks associated with interest rate changes mainly affect long-term items. A fall in long-term interest rates results
in a decrease in the fair value shown on the balance sheet for derivative financial instruments concluded for
interest rate hedging.

As a general principle, external borrowings are repaid when due. The only interest rate risk related to these
borrowings is therefore associated with variable-interest borrowings.

If the average market interest rate had been one percentage point higher as of December 31, 2007, equity
would have been 4.4 million euros (2006: 5.5 million euros) higher. If the average market interest rate

had been one percentage point lower as of December 31, 2007, equity would have been 4.6 million euros
(2006: 5.8 million euros) lower. There would have been no effect on net income.

Currency risk

The primary financial instruments are chiefly held in the functional currency.

Exchange rate differences caused by the conversion of financial statements into the Group currency are not
taken into consideration.

If the value of the euro against major currencies had been 10 percent higher as of December 31, 2007,
the profit before income taxes would have been 5.7 million euros (2006: 3.0 million euros) higher.

If the value of the euro against major currencies had been 10 percent lower as of December 31, 2007,
the profit before income taxes would have been 4.6 million euros (2006: 2.5 million euros) lower.
There would have been no direct effect on equity.

Liquidity risk
Risks connected with cash flow fluctuations are identified at an early stage by our cash flow planning system.

As a result of our good rating and the credit lines granted by banks on a binding basis, we can access ample
sources of funds at all times.

Credit risk

Impairments are recognized to take account of identifiable risks not covered by credit insurance. Otherwise, the
book value represents the maximum credit risk.

Freudenberg & Co. only concludes derivative financial instruments with first-class international and national
banks of very good financial standing. Credit risks are minimized by dividing hedges between several banks.
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Notes to the Income Statement

(13) Sales

Sales include revenue from the sale of goods amounting to 5,220.7 million euros (2006: 4,943.6 million euros),
services in the amount of 70.5 million euros (2006: 63.4 million euros) and licenses in the amount of 31.1 million
euros (2006: 30.0 million euros). Other sales totaled 18.9 million euros (2006: 15.8 million euros).

(14) Cost of sales

Cost of sales indicates the cost of goods and services sold. Apart from individual directly attributable costs,

such as personnel expenses and material expenses, overheads, including depreciation, are also shown under
cost of sales.

(15) Research and development expenses

Apart from personnel and material expenses, research and development expenses chiefly include the cost of
licenses and patents created in the course of development projects.

(16) Other income

Other income mainly includes income from the sale of non-current assets and income from secondary business.
Exchange rate and currency gains are set off against exchange rate and currency losses and shown under other
expenses.

(17) Other expenses

Among other items, other expenses include losses on the sale of non-current assets and exchange rate and
currency losses in the amount of 10.9 million euros (2006: 6.3 million euros), which were set off against
exchange rate and currency gains.

(18) Interest and similar expenses

Interest expenses include interest on Partners’ accounts totaling 26.9 million euros (2006: 25.2 million euros).



(19) Income taxes

This item shows German corporation and municipal trade taxes and similar taxes on income payable in other
countries.

The figure also includes deferred taxes on temporary differences between the tax balance sheets and commer-
cial balance sheets of individual companies, on adjustments to uniform measurement within the Group and on
consolidation transactions.

Deferred taxes are calculated at the tax rates applicable in the countries concerned.

Income taxes break down as follows:

[million €] 2006 2007
Current taxes related to the reporting period 94.1 123.0
Current taxes related to other periods -0.7 -4.9
Deferred taxes -4.1 -8.8

89.3 109.3

The amount of deferred tax expenses relating to changes in tax rates was 4.5 million euros (2006: 0.7 million
euros).

In the reporting year, deferred taxes relating to transactions recognized directly under equity reduced equity by
0.8 million euros (2006: increase of 2.8 million euros).

As of December 31, 2007, tax losses carried forward amounted to 201.6 million euros (2006: 209.4 million
euros). Deferred tax assets totaling 28.2 million euros (2006: 20.2 million euros) were recognized in respect of
tax losses carried forward. Deferred tax assets were not recognized in respect of tax losses carried forward
with a total amount of 173.4 million euros (2006: 189.2 million euros) as it is not expected that these losses will
be usable.

In the reporting year, tax losses carried forward totaling 21.7 million euros (2006: 7.0 million euros) for which
no deferred tax assets had been recognized were used.
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Deferred taxes concern temporary differences and tax losses carried forward with the following amounts:

5 8 5 & 5 8 5 8

3 o 35 3 o 38

535 SE5 535 SE7
[million €] aga a2a a8a a2a
Intangible assets 3.9 10.8 4.4 25.3
Tangible assets 4.3 127.0 4.5 110.5
Financial assets 0.3 3.8 1.0 2.5
Inventories 16.1 1.0 14.5 0.8
Receivables 4.0 6.6 4.9 7.0
Other assets 1.8 0.4 2.3 0.1
Provisions for pensions 13.8 0.0 9.3 0.0
Other provisions 27.9 4.8 28.2 3.1
Liabilities 21.6 1.2 16.9 1.0
Other liabilities 1.2 24 0.8 1.0
Tax losses carried forward 5.3 = 7.1 -

100.2 158.0 93.9 151.3
Offsetting -44.8 -44.8 -35.5 -35.5
Balance sheet amount 55.4 113.2 58.4 115.8

No deferred tax liabilities were set up on temporary differences arising from shareholdings totaling 14.5 million
euros (2006: 13.1 million euros) as short-term dividend payments are not expected.

Reconciliation of expected income taxes with actual income taxes

Freudenberg & Co. and its German subsidiaries are subject to the municipal trade tax on income. In addition,
many German subsidiaries registered as corporations are subject to corporation tax. Income realized in

other countries is taxed at the rates applicable in the countries concerned. The tax rate of 33 percent (2006:

33 percent) used for calculating the expected tax expense is based on the structure of the Freudenberg Group
relevant for taxation. It is calculated as the weighted average of the tax rates for the regions in which the Group
realized its main income.



[million €] 2006 2007

Profit before income taxes 308.4 384.5
Expected income tax expense -101.8 -126.9
Different tax rates:
in Germany 54 6.5
in other countries 3.7 7.6
Tax portion of:
non-taxable income 26.9 32.6
non-deductible expenses -24.4 -23.9
Prior-period taxes -0.7 -4.9
Tax portion of tax losses carried forward and used for
which no deferred tax assets were recognized 2.3 5.6
Other taxation effects -0.7 -5.9
Actual income tax expense -89.3 -109.3
Effective tax rate (percent) 29.0 28.4

(20) Profit/loss attributable to minority interests

[million €] 2006 2007
Profit 17.6 17.8
Loss -1.0 -1.2

16.6 16.6

(21) Notes to the Cash Flow Statement

The cash flow from operating activities takes into account payments for taxes amounting to 106.3 million euros
(2006: 104.3 million euros), dividends received in the amount of 7.9 million euros (2006: 9.9 million euros)

— including dividends received from associated companies totaling 7.5 million euros (2006: 9.5 million euros) —
as well as interests paid of 54.0 million euros (2006: 49.6 million euros) and interests received of 11.8 million
euros (2006: 5.5 million euros).

Payments to Partners and minority shareholders include withdrawals by Partners in Freudenberg & Co. and
dividends paid to minority shareholders in Group companies. Payments made in connection with Partners’ taxes
are also included.
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Application of Sec. 264 (3), HGB (Handelsgesetzbuch, “German
Commercial Code”), Sec. 264b, HGB and Sec. 5 (6), PublG

(Publizitdtsgesetz, “German Disclosures Act”) in connection with
Sec. 264 (3), HGB

The following German companies of the Group took advantage of the exemption provisions of
Sec. 264 (3), HGB, Sec. 264b, HGB and Sec. 5 (6), PublG in connection with Sec. 264 (3), HGB:

ASTO Beteiligungs-GmbH, Weinheim

Burgmann Industries GmbH & Co. KG, Wolfratshausen

Chem-Trend (Deutschland) GmbH, Maisach/Gernlinden

Chem-Trend Holding GmbH, Weinheim

Dichtomatik Vertriebsgesellschaft fir technische Dichtungen mbH, Hamburg
DS Holding-GmbH, Weinheim

Espey Burgmann GmbH, Moers

Externa Handels- und Beteiligungsgesellschaft mit beschrankter Haftung, Heddesheim
FHP Export GmbH, Weinheim

FHP Holding GmbH, Weinheim

Freudenberg Dichtungs- und Schwingungstechnik GmbH & Co. KG, Weinheim
Freudenberg Dichtungs- und Schwingungstechnik GmbH, Berlin

Freudenberg Finance GmbH, Weinheim
Freudenberg Gesellschaft fir Industriebeteiligungen mbH, Weinheim
Freudenberg Immobilien Management GmbH, Weinheim

Freudenberg IT Beteiligungs-GmbH, Weinheim

Freudenberg Mechatronic Components GmbH & Co. KG, Weinheim
Freudenberg Mechatronics GmbH & Co. KG, Weinheim
Freudenberg O-Ring GmbH & Co. KG, Weinheim

Freudenberg Politex Holding GmbH, Weinheim

Freudenberg Process Seals GmbH & Co. KG, Viernheim
Freudenberg Schwingungstechnik Industrie GmbH & Co. KG, Velten
Freudenberg Simmerringe GmbH & Co. KG, Weinheim
Freudenberg Simrit GmbH & Co. KG, Weinheim

Freudenberg Spezialdichtungsprodukte GmbH & Co. KG, Weinheim
Freudenberg Stanz- und Umformtechnik GmbH & Co. KG, Weinheim
Freudenberg Venture Capital GmbH, Weinheim

Freudenberg Versicherungsservice GmbH, Weinheim

Freudenberg Vliesstoffe KG, Weinheim

FV Holding GmbH, Weinheim

Integral Accumulator GmbH & Co. KG, Weinheim

Kliber GmbH, Weinheim

Kliber Lubrication Miinchen Kommanditgesellschaft, Munich

Lederer GmbH, Ohringen

OKS Spezialschmierstoffe GmbH, Munich

Seal Trade Eurasburg GmbH, Eurasburg

Vibracoustic GmbH & Co. KG, Weinheim

Vileda Gesellschaft mit beschrankter Haftung, Weinheim




Further notes

Material expenses

[million €] 2006 2007

Raw materials, consumables and

merchandise purchased 1,999.2 2,090.7

Services purchased 163.6 183.8

Material expenses 2,162.8 2,274.5

Personnel expenses

[million €] 2006 2007

Wages and salaries 1,213.9 1,262.9

Social security contributions and

costs of pensions and assistance 321.0 329.5

Personnel expenses 1,534.9 1,592.4

Workforce

In the year under review, an average of 35,060 (2006: 33,542) persons were employed in the following

functions:

2007 Germany Other countries Total

Production 7,279 15,728 23,007

Sales 1,956 3,997 5,953

Research and development 1,323 578 1,901

Administration 1,454 2,745 4,199
12,012 23,048 35,060

The above figures include a pro-rata share of the employees of companies consolidated on a pro-rata basis

totaling 2,311 (2006: 2,468).
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Research and development

In the year under review, expenses for research and development activities amounted to 202.9 million euros
(2006: 202.8 million euros). Of this amount, 30.0 million euros (2006: 29.1 million euros) were charged to third
parties. The figure includes government grants for research and development projects totaling 2.6 million euros
(2006: 1.5 million euros).

Related party disclosure

Relations with other participations and associated companies were as follows:

Receivables Payables
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Other participations 29.2 27.8 1.3 29.1 18.6 0.0 18.6
Associated companies 14.3 3l 0.0 38 11.6 0.0 11.6
43.5 31.1 1.3 32.4 30.2 0.0 30.2
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Other participations 20.4 19.6 1.0 20.6 12.8 0.0 12.8
Associated companies 20.3 3.6 0.6 4.2 12.9 0.0 12.9
40.7 23.2 1.6 24.8 25.7 0.0 25.7

The total remuneration of members of the Board of Partners amounted to 0.3 million euros (2006: 0.3 million
euros).

The total remuneration of members of the Management Board amounted to 3.1 million euros (2006: 2.5 million
euros). Provisions for pensions for members of the Management Board amounted to 14.6 million euros (2006:
11.2 million euros).



The remuneration paid to former members of the Management Board or their surviving dependants totaled
4.9 million euros (2006: 4.8 million euros). Provisions for pensions for former members of the Management
Board and their surviving dependants amounted to 34.7 million euros (2006: 34.2 million euros).

The members of the Board of Partners and Management Board of Freudenberg & Co. are listed under
"Company Boards".

Dr. Dr. Peter Bettermann, Speaker of the Management Board of Freudenberg & Co., and Dr. Wolfram
Freudenberg, Chairman of the Board of Partners, are also shareholders of Freudenberg Stiftung GmbH,
Weinheim (in the following “Freudenberg Stiftung”).

Freudenberg Stiftung is a foundation established with the object of holding a donated participation of

12.5 million euros (2006: 12.5 million euros) in Freudenberg & Co. and using the income from this participation
for benevolent and charitable purposes. Any surplus liquid funds held by the foundation are invested in
Freudenberg & Co. at normal market conditions and the income from these funds is used for the purposes of the
foundation.

There were no major events after the balance sheet date up to March 20, 2008 (the date when the annual
report was approved for publication by the Board of Partners).

Weinheim, March 20, 2008

FREUDENBERG & CO.
KOMMANDITGESELLSCHAFT
Management Board
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Significant Shareholdings of the Freudenberg Group

as at December 31, 2007

No. Company Country  Share of capital
%
I. Affiliated companies
1 Freudenberg & Co. Kommanditgesellschaft, Weinheim Germany
Production companies, Germany
2 Burgmann Industries GmbH Co. KG, Wolfratshausen Germany 100.00
3  Chem-Trend (Deutschland) GmbH, Maisach/Gernlinden Germany 100.00
4 Freudenberg Dichtungs- und Schwingungstechnik GmbH & Co. KG,
Weinheim Germany 100.00
5  Freudenberg Haushaltsprodukte Augsburg KG, Augsburg Germany 100.00
6  Freudenberg Vliesstoffe KG, Weinheim Germany 100.00
7 Kluber Lubrication Miinchen Kommanditgesellschaft, Munich Germany 100.00
8  OKS Spezialschmierstoffe GmbH, Munich Germany 100.00
9  Vibracoustic GmbH & Co. KG, Weinheim Germany 100.00
Production companies, other countries
10 Freudenberg S.A. Telas sin Tejer, Villa Zagala Argentina 100.00
11 Kliber Lubrication Benelux S.A., Dottignies Belgium 100.00
12  Chem-Trend Industria e Comercio de Produtos Quimicos Ltda.,
Valinhos Brazil 100.00
13 Freudenberg Né&o-Tecidos Ltda., Jacarei Brazil 100.00
14 Kliber Lubrication Lubrificantes Especiais Ltda., Barueri Brazil 100.00
15  Kliber Lubrication Industries (Shanghai) Co., Ltd., Qingpu China 100.00
16 KE-Burgmann A/S, Vejen Denmark 75.00
17  Freudenberg Politex S.A., Colmar France 100.00
18  Freudenberg S.A.S., Mécon France 100.00
19 Freudenberg-Meillor SAS, Nantiat France 100.00
20  Freudenberg Nonwovens LP, Greetland United Kingdom 100.00
21  Freudenberg Technical Products LP, North Shields United Kingdom 75.00
22 Kliber Lubrication India Pvt. Ltd., Bangalore India 90.00
23 Corcos Industriale S.a.s. di Freudenberg & Cosso S.r.l., Pinerolo Italy 100.00
24 Freudenberg Politex s.r.I., Novedrate Italy 100.00
25  Kliber Lubrication ltalia S.a.s. di. G. Colori, Milan ltaly 100.00
26  Marelli & Berta S.a.s. di H. Freudenberg, Sant’ Omero ltaly 100.00
27  Kliber Lubricacion Mexicana S.A. de C.V., Querétaro Mexico 100.00
28  SIMRAX B.V., Kerkrade Netherlands 60.00
29  Freudenberg Spezialdichtungsprodukte Austria GmbH & Co. KG,
Kufstein Austria 100.00
30 Kluber Lubrication Austria Ges.m.b.H, Salzburg Austria 100.00




No. Company Country  Share of capital
%
31  Vibracoustic Polska Sp. z 0.0., Sroda Slaska Poland 100.00
32  Flexitech RO S.R.L., Prahova Romania 100.00
33  Freudenberg Politex OOO, Nizhniy Novgorod Russia 100.00
34  Freudenberg Household Products A.B., Norrképing Sweden 100.00
35  Freudenberg Espafia S.A., Telas sin Tejer, S.en C., Barcelona Spain 100.00
36  Freudenberg Ibérica S.A., S.en C., Parets del Vallés Spain 100.00
37  Kliber Lubrication GmbH Ibérica S.en C., Barcelona Spain 100.00
38 EagleBurgmann Seals South Africa (Pty.) Ltd., Edenvale South Africa 75.00
39  Freudenberg Nonwovens (Pty.) Lid., Cape Town South Africa 100.00
40  Freudenberg Far Eastern Spunweb Comp. Ltd., Tayuan, Taoyuan Taiwan 60.18
41 Vibracoustic CZ s.r.o., Melnik Czech Republic 100.00
42  Kliber Lubrication Yaglama Uriinleri Sanayi ve Ticaret A.S., Istanbul ~ Turkey 100.00
43  Vibracoustic Magyarorszag Légrigéd Technolégia Kft., Nyiregyhdza ~ Hungary 100.00
44  Chem-Trend Limited Partnership, Howell USA 100.00
45  Freudenberg Nonwovens Limited Partnership, Durham USA 100.00
46  Freudenberg Spunweb Company, Durham USA 100.00
47  Freudenberg Texbond L.P., Macon USA 100.00
48  Freudenberg-NOK General Partnership, Plymouth USA 75.00
49 KL Texas, L.P. dba SUMMIT INDUSTRIAL PRODUCTS, Tyler USA 100.00
50  Kliber Lubrication North America LP, Londonderry USA 100.00
Sales companies, Germany
51  Corteco GmbH, Weinheim Germany 100.00
52 Dichtomatik Vertriebsgesellschaft fir technische Dichtungen mbH,
Hamburg Germany 100.00
53 FHP Export GmbH, Weinheim Germany 100.00
54  Freudenberg Simrit GmbH & Co. KG, Weinheim Germany 100.00
55  Kliber Lubrication Deutschland KG, Munich Germany 100.00
56  Vileda Gesellschaft mit beschrankter Haftung, Weinheim Germany 100.00
Sales companies, other countries
57  Freudenberg Household Products Pty. Ltd., Melbourne Australia 100.00
58  FHP Vileda S.C.S., Verviers Belgium 100.00
59  Freudenberg Household Products (Suzhou) Co., Ltd., Suzhou China 100.00
60  Kliber Lubrication (Shanghai) Co., Ltd., Shanghai China 100.00
61  Freudenberg Simrit A/S, Herlev Denmark 100.00
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No. Company Country  Share of capital
%
62  Freudenberg Simrit OY, Espoo Finland 100.00
63  Chem-Trend France S.AR.L., Lisses Evry France 100.00
64  Corteco-Meillor SAS, Nantiat - La Couture France 100.00
65 EagleBurgmann S.A.S (France), Sartrouville France 75.00
66  Freudenberg Simrit S.A.S, Mécon France 100.00
67  FHP Hellas S.A., Kifisia-Athens Greece 100.00
68  EagleBurgmann Industries UK LP, Warwick United Kingdom 75.00
69  Freudenberg Household Products LP, Rochdale United Kingdom 100.00
70  Freudenberg Simrit LP, Lutterworth United Kingdom 75.00
71  Freudenberg Vilene Telas sin Tejer, sociedad anénima,
Guatemala City Guatemala 100.00
72 Burgmann India Pvt. Ltd., Mumbai India 75.50
73  Corteco S.r.l., Pinerolo ltaly 100.00
74 EagleBurgmann ltalia S.r.l., Osnago ltaly 75.00
75  FHP diR. Freudenberg S.A.S., Milan ltaly 100.00
76 Freudenberg S.p.A., Milan Italy 100.00
77  Japan Lutravil Company Ltd., Osaka Japan 60.18
78  Freudenberg Household Products Inc., Laval Canada 100.00
79 S. Marino Manufacturing Ltd., Concord Canada 80.00
80  Freudenberg Simrit AS, Skedsmokorset Norway 100.00
81  Freudenberg Simrit Austria GmbH & Co. KG, Marchtrenk Austria 100.00
82  FHP Vileda Sp. z 0.0., Warsaw Poland 100.00
83 OOO Kliber Lubrication, Moscow Russia 100.00
84  Freudenberg Simrit A.B., Stockholm Sweden 100.00
85  EagleBurgmann (Switzerland) AG, Hori Switzerland 75.00
86  Freudenberg Simrit AG, Zurich Switzerland 100.00
87  Chem-Trend Singapore Pte. Ltd., Singapore Singapore 100.00
88  Vileda Ibérica S.A., S.en C., Parets del Vallés Spain 100.00
89  Freudenberg Household Products Evici Kullanim Araclari
Sanayi ve Ticaret A.S., Istanbul Turkey 100.00
90  Freudenberg Simrit Kft., Budapest Hungary 100.00
91 EagleBurgmann Industries LP, Houston USA 75.00
92  Freudenberg Household Products LP, Northlake USA 100.00
93  EagleBurgmann Middle East FZE, Dubai United Arab
Emirates 60.00




No. Company Country  Share of capital
1%
Administration and other companies, Germany
94  Carl Freudenberg KG, Weinheim Germany 100.00
95  Freudenberg Beteiligungs-GmbH, Weinheim Germany 100.00
96  Freudenberg Chemical Specialities KG, Munich Germany 100.00
97  Freudenberg Haushaltsprodukte KG, Weinheim Germany 100.00
98  Freudenberg IT KG, Weinheim Germany 100.00
99  Freudenberg New Technologies KG, Weinheim Germany 100.00
100  Freudenberg Service KG, Weinheim Germany 100.00
1. Joint ventures, other countries
101 Freudenberg & Vilene Nonwovens (Suzhou) Co. Ltd., Suzhou China 50.00
102  NOK-Freudenberg Group Sales (China) Co., Ltd., Shanghai China 50.00
103 Wouxi NOK-Freudenberg Oilseal Co., Ltd., Wuxi China 50.00
104 Freudenberg & Vilene Int. Ltd., Hong Kong Hong Kong 50.00
105 Korea Vilene Co., Ltd., Pyungtaek Korea 50.00
106  NOK-Freudenberg Asia Holding Co. Pte. Ltd., Singapore Singapore 50.00
107  Freudenberg Vitech L.P., Hopkinsville USA 50.00
lll. Associated companies (valued at equity), other countries
108  Japan Vilene Company Ltd., Tokyo Japan 25.10
109  NOK Corporation, Tokyo Japan 22.68




Independent Auditor’s Report

Independent Auditor’s Report

We have issued the following opinion on the consolidated financial statements and the group management report:

“We have audited the consolidated financial statements prepared by Freudenberg & Co. Kommanditgesell-
schaft, Weinheim, comprising the consolidated balance sheet, the consolidated income statement, the notes to
the consolidated financial statements, cash flow statement, and statement of changes in equity, together with the
management report for the fiscal year from January 1 to December 31, 2007. The preparation of the consoli-
dated financial statements and the group management report in accordance with IFRSs as adopted by the EU,
and the additional requirements of German commercial law pursuant to Sec. 315a (1) HGB [“Handelsgesetzbuch”:
“German Commercial Code”] are the responsibility of the parent company’s management. Our responsibility is
to express an opinion on the consolidated financial statements and on the group management report based on
our audit.

We conducted our audit of the consolidated financial statements in accordance with Sec. 317 HGB and German
generally accepted standards for the audit of financial statements promulgated by the Institut der Wirtschafts-
prifer [Institute of Public Auditors in Germany] (IDW). Those standards require that we plan and perform the
audit such that misstatements materially affecting the presentation of the net assets, financial position and results
of operations in the consolidated financial statements in accordance with the applicable financial reporting
framework and in the group management report are detected with reasonable assurance. Knowledge of the
business activities and the economic and legal environment of the Group and expectations as to possible mis-
statements are taken into account in the determination of audit procedures. The effectiveness of the accounting-
related internal control system and the evidence supporting the disclosures in the consolidated financial state-
ments and the group management report are examined primarily on a test basis within the framework of the
audit. The audit includes assessing the annual financial statements of those entities included in consolidation, the
determination of entities to be included in consolidation, the accounting and consolidation principles used and
significant estimates made by management, as well as evaluating the overall presentation of the consolidated
financial statements and the group management report. We believe that our audit provides a reasonable basis
for our opinion.

Our audit has not led to any reservations.

In our opinion, based on the findings of our audit, the consolidated financial statements comply with IFRSs as
adopted by the EU, the additional requirements of German commercial law pursuant to Sec. 315 (1) HGB and
give a true and fair view of the net assets, financial position and results of operations of the Group in accord-
ance with these requirements. The group management report is consistent with the consolidated financial state-
ments and as a whole provides a suitable view of the Group's position and suitably presents the opportunities
and risks of future development.”

Mannheim, March 20, 2008

Ernst & Young AG
Wirtschaftsprifungsgesellschaft
Steuerberatungsgesellschaft

Prof. Dr. Wollmert Herrwerth
Wirtschaftsprifer Wirtschaftsprifer
[German Public Auditor] [German Public Auditor]
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