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Material judgements as well as estimates
and assumptions

In preparing the consolidated financial statements, the
Management Board must perform a number of assess-
ments, apply estimates and make assumptions that af-
fect the application of accounting policies within the
Group and influence the recognition of assets and liabil-
ities as well as income and ex-penses. The actual fig-
ures may not coincide with the estimated amounts.

Note no. 23 outlines the most significant areas of judge-
ment, forward-looking assumptions as well as other
material sources of uncertainty regarding the use of es-
timates, applicable at the balance sheet date, as a result
of which there is a significant risk that the carrying
amounts of assets and liabilities may require material
adjustments.

Summary of significant accounting policies
INTERESTS IN A JOINT VENTURE

The Group holds a 50% interest in a joint venture that is
operated as a jointly controlled entity. Within this context,
there is a contractual arrangement between the venturers
that establishes joint control over the economic activity of
the entity. The Group accounts for its interest in the joint
venture by applying proportionate consolidation. The
Group combines its share of each of the assets, liabilities,
income and expenses of the joint venture with the similar
items, line by line, in its consolidated financial statements.
The financial statements of the joint venture are prepared
at the same balance sheet date as those of the parent
company. Adjustments to accounting policies uniformly
applied throughout the Group are implemented where
necessary.

When the venturer contributes or sells assets to the joint
venture, recognition of any portion of a gain or loss from
the transaction reflects the substance of the transaction.
When the venturer purchases assets from a joint venture,
the venturer does not recognise its share of the profits of
the joint venture from the transaction until it resells the
assets to an independent party.

The Group is obliged to discontinue the use of proportion-
ate consolidation from the date on which it ceases to have
joint control over the jointly controlled entity.

At December 31, 2007, the Group's share of each of the
assets, liabilities, income and expenses of the jointly con-
trolled entity was as follows:

EUR '000 EUR '000

Current assets 674 1,530
Non-current assets 734 800
1,408 2,330

Current liabilities 2,010 2,463
Non-current liabilities 0 0
2,010 2,463

Sales revenue 504 4
Other income 6 14
Expense -1,067 -160
Net financial result 6 0
Result before taxes -551 -142
Income tax expense 0 0
Result after taxes -551 -142




CURRENCY TRANSLATION

The consolidated financial statements have been pre-
pared in euros, the functional currency of the parent
company. The financial statements prepared in the for-
eign currencies of the entities included in the consoli
dated group are translated on the basis of the functional
currency method (IAS 21). As these entities conduct
their businesses independently as regards their finan-
cial, commercial and organisational structures, the
functional currency is equivalent to the local currency in
all cases. All balance sheet items of the foreign consoli-
dated entity were translated to euros by applying the rel-
evant mean rate of exchange at the balance sheet date.
Expenses and revenue in the Group income statement
were translated using the year-average exchange rate.
The net profit for the year from the translated income
statement was taken into the balance sheet. Exchange
differences are recognised directly in equity as a cur-
rency translation difference.
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Foreign currency transactions are translated initially be-
tween the functional currency and the foreign currency
at the spot rate prevailing on the day of the transaction.
Monetary assets and liabilities denominated in a foreign
currency are translated at the closing rate. All exchange
differences are recorded in the periodic net profit or
loss. Non-monetary items that are measured at histori-
cal cost of purchase or conversion in a foreign currency
are translated at the foreign exchange rate prevailing on
the day of the transaction. Non-monetary items that are
measured at fair value in the foreign currency are trans-
lated at the rate that was prevailing at the time the fair
value was determined.

Goodwill arising in connection with the acquisition of a
foreign operation and fair-value adjustments to carrying
amounts of assets and liabilities arising on the acquisi-
tion of that foreign operation are treated as assets and
liabilities of the foreign operation and translated at the
closing rate.

The following exchange rates were used for currency
translation purposes within the consolidated financial
statements:

Dec 31, 2007 Dec. 31, 2006 2007 2006
China CNY 10.74 10.29 10.42 10.09
Hong Kong HKD 11.48 10.25 10.69 10.01
Canada CAD 1.44 1.53 1.47 1.42
Mexico MXN 16.07 - 14.98 -
Czech Republic CZK 26.58 27.44 27.76 28.33
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PROPERTY, PLANT AND EQUIPMENT

Tangible assets (i.e. property, plant and equipment] are
carried at cost of purchase or conversion less accumu-
lated depreciation and impairment losses. Depreciation
has been performed on the basis of the straight-line
method. Certain items of machinery as well as order-
related tools were depreciated according to the units of
production method, based on the number of units pro-
duced in the reporting year, calculated in terms of the
total number of items specified or planned in the order.

Government grants are recognised when there is rea-
sonable assurance that the grant will be received and
that the entity will comply with the conditions attaching
to it. Grants related to assets are presented in the bal-
ance sheet by deducting the grant in arriving at the car-
rying amount of the asset.

BORROWING COSTS

Borrowing costs are recognised as an expense in the
period in which they are incurred.

INTANGIBLE ASSETS

Separately acquired intangible assets are carried at ac-
quisition costs less accumulated amortisation and im-
pairment losses. Intangible assets include goodwill,
patents, software, customer relations, prohibition of
competition, licences and similar rights. The Group ap-
plies the straight-line method to amortise intangible as-
sets with finite useful lives over the expected useful life
to the estimated residual value. Goodwill is not amor-
tised on a systematic basis. Instead, it is subject to an
annual impairment test. With the exception of goodwill,
the Group has not identified any intangible assets with
indefinite useful lives.

Development costs that require capitalisation (IAS 38)
have arisen neither in the reporting year nor in the pre-
ceding year.

In the case of goodwill, an impairment test is conducted
on an annual basis. Impairment tests relating to other
intangible assets with a finite useful life as well as prop-
erty, plant and equipment are performed if there is an
indication that an asset may be impaired. An impairment

loss is recognised as an expense in the income state-
ment if the recoverable amount of the asset is less than
the carrying amount. The recoverable amount is deter-
mined for an individual asset, unless the asset does not
generate cash inflows that are largely independent of
those from other assets or groups of assets. The re-
coverable amount is the higher of an asset’s net selling
price and its value in use. The net selling price is the
amount obtainable from the sale of an asset in anarm’'s
length transaction between knowledgeable, willing par-
ties, less the costs of disposal. The value in use is the
present value of estimated future cash flows expected to
arise from the continuing use of an asset and from its
disposal at the end of its useful life, calculated on the
basis of the discounted cash flow method. The cash
flows are derived from long-term corporate planning;
current developments are taken into account. They are
discounted using risk-profile-equivalent pre-tax capi-
talisation rates. In the case of impairment testing of
goodwill associated with PWO UNITOOLS CZ a. s. and
PWO Canada Inc., a capitalisation rate (Weighted Aver-
age Cost of Capital - WACC) of 7.36% and 8.04% was
applied respectively with regard to the first phase (plan-
ning for 2008 to 2010). The second phase (perpetual an-
nuity) was calculated with a growth rate of 0.5% in each
case. The WACC for Cartec S.A. de C.V. amounts to
11.92% for the first phase. The second phase [perpetual
annuity) was calculated with a growth rate of 2.0%. As at
December 31, 2007, goodwill amounted to EUR 4,333
thousand for PWO UNITOOLS CZ a.s., EUR 1,048 thou-
sand for PWO Canada Inc. and EUR 659 thousand for
Cartec S.A. de C.V.

Where there is an indication that a write-down carried
out in previous years is no longer applicable, the write-
down is reversed up to a maximum of the adjusted car-
rying amount, with the exception of goodwill.



INVENTORIES

Inventories of raw materials, consumables and supplies
are recorded at the lower of average historical cost or
realisable value. Unsaleable or obsolete materials have
been written down accordingly. Work in progress and
finished goods have been measured at the lower of con-
version cost or net realisable value on the basis of item-
by-item calculations based, in turn, on current opera-
tional accounting. In addition to direct costs, the costs of
conversion include appropriate portions of material and
production overheads as well as production-related de-
preciation and write-downs and production-related ad-
ministration costs. Costs arising from general adminis-
tration and borrowing costs have not been capitalised.

Tooling and development contracts are measured at
cost of purchase or cost of conversion. Within this con-
text, the maximum cost of purchase or cost of conver-
sion is measured as the selling price plus revenue gen-
erated via series production.

Revenue is recognised when the Group has transferred
to the buyer the significant risks and rewards of owner-
ship of goods.

CASH

Cash includes cash on hand and short-term bank de-
posits with an original maturity of under 90 days.

PROVISIONS

Pension provisions are measured on an annual basis for
the consolidated financial statements by independent
appraisers using the internationally accepted projected
unit credit method in accordance with IAS 19. As part of
this process, besides pensions and benefits known at
the reporting date, expected future increases in salaries
and pensions are taken into account. Pension obliga-
tions are calculated on the basis of actuarial methods.
Actuarial gains and losses are recognised as income or
expense if the actuarial gains and losses not recognised
at the beginning of the financial year exceed ten per cent
of the present value of the obligation at that date (corri-
dor method).
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Past service cost is recognised as an expense on a
straight-line basis over the average period until the ben-
efits become vested. To the extent that the benefits are
already vested immediately following the introduction of,
or changes to, a pension plan, past service cost is recog-
nised immediately.

Other provisions are recognised when the Group has a
present obligation, either legal or constructive, as a re-
sult of a past event, it is probable that an outflow of re-
sources embodying economic benefits will be required
to settle the obligation, and a reliable estimate can be
made of the amount of the obligation. Where the effect
of the time value of money is material, provisions are
discounted.

LEASES

On initial recognition, finance lease relationships,
i.e.leases that transfer to the Group substantially all the
risks and rewards incident to ownership of an asset, are
recognised at amounts equal to the fair value of the
leased property or, if lower, the present value of the min-
imum lease payments. Lease payments are apportioned
between the finance charge and the reduction of the out-
standing liability; the finance charge is allocated to peri-
ods during the lease term so as to produce a constant
periodic rate of interest on the remaining balance of the
liability for each period.

Lease payments under an operating lease are recog-
nised as an expense in the income statement on a
straight-line basis over the lease term.
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TAXES

Deferred taxes are recognised, on the basis of the liabil-
ity method, for all temporary differences existing at the
reporting date between the carrying amount of the item
in the IFRS balance sheet and its tax base, with the ex-
ception of non-tax deductible goodwill and temporary
differences resulting from the initial recognition of an
asset or liability in a transaction which does not consti-
tute a business combination and which, at the time of
the transaction, affects neither IFRS accounting profit
nor taxable profit or tax loss. Deferred tax assets are
recognised for the carry forward of unused tax losses
and unused tax credits to the extent that it is probable
that future taxable profit will be available against which
the unused tax losses and unused tax credits can be uti-
lised. Deferred taxes are measured at the tax rates that
are expected to apply to the period when the asset is
realised or the liability is settled, based on the tax rates
and tax laws that have been enacted or substantively en-
acted by the balance sheet date.

Deferred taxes attributable to items accounted for di-
rectly in equity are recognised in equity rather than be-
ing included in the income statement.

Deferred tax assets and deferred tax liabilities are set
off if the Group has an enforceable right to set off cur-
rent tax assets and current tax liabilities and if they re-
late to the income taxes of the same taxable entity, im-
posed by the same taxation authority.

FINANCIAL INSTRUMENTS

A financial instrument is any contract that gives rise to a
financial asset of one entity and a financial liability or
equity instrument of another entity (IAS 39). Insofar as,
in the case of financial assets, trade and settlement date
occur on different dates, the settlement date is applied
for the purpose of initial recognition. When the financial
instrument is recognised initially, it is measured at its
cost; transaction costs are included in the initial meas-
urement as a matter of course. Subsequent measure-
ment of financial instruments is dependent on how
these instruments are allocated to the categories in-
tended in IAS 39: they are measured either at fair values
or at amortised cost. IAS 39 differ-entiates between pri-
mary and derivative financial instruments.

Primary financial instruments concern, in particular,
trade receivables and payables, other financial assets,
cash and cash equivalents, bank borrowings and other
financial liabilities. These items are measured on the
basis of amortised cost. In the case of trade receivables
and payables, other liabilities as well as cash, the carry-
ing amount corresponds materially to the fair value.

PWO uses currency-related derivatives in the form of
interest-rate swaps, foreign exchange swaps, options
and foreign exchange forward contracts to hedge inter-
est-rate and exchange-rate risks. They are carried at
fair value both at the time of purchase and as part of
subsequent measurement. In the case of derivative fi-
nancial instruments which do not fulfil the criteria of a
hedging transaction, gains or losses from changes in
the fair value are reported immediately in profit or loss.
As regards changes in the fair values of derivative finan-
cial instruments designed to hedge future cash flows
(cash flow hedges), the portion of the gain or loss on the
hedging instrument that is determined to be an effec-
tive hedge is recognised directly in equity; the ineffective
portion of the gain or loss on the hedging instrument is



recognised in profit or loss. When the transaction un-
derlying the hedge comes into effect, the associated
gains and losses are removed from equity and included
in profit or loss. The fair value of exchange-listed deriva-
tives corresponds to the positive or negative market
value. In the absence of market values, these are calcu-
lated on the basis of recognised valuation techniques,
e.g. by applying discounted cash flow analysis or option
pricing models.

In the case of current financial assets and financial lia-
bilities, the carrying amount constitutes a reasonable
approximation of the fair value.

To date, the Group has not elected to designate financial
assets as fair value through profit or loss upon initial
recognition.

In the case of financial liabilities, to date the Group has
not elected to designate financial liabilities at fair value
through profit or loss upon initial recognition.

ACQUISITIONS

Effective from January 5, 2007, PWO AG acquired a 60%
interest in automotive supplier Cartec S.A. de C.V., Pue-
bla, Mexico, for a purchase consideration of EUR 4,546
thousand; the costs directly attributable to the acquisi-
tion amounted to EUR 391 thousand. At the reporting
date, the company had equity of EUR 6,162 thousand.
This figure includes the net result for the period from
January 5 to December 31, 2007, amounting to minus
EUR 50 thousand.

As at January 5, 2007, the fair values of identifiable
assets and liabilities of Cartec S.A. were as follows:

PROGRESS-WERK OBERKIRCH AG

EUR '000
Property, plant and equipment 8,607
Intangible assets
(customer relations/prohibition of competition) 946
Inventories 2,476
Trade receivables 852
Other assets 540
Cash 207
Assets 13,628
Non-current interest-bearing borrowings 1,796
Current interest-bearing borrowings 1,218
Other current liabilities 3,560
Provisions for pensions 63
Liabilities 6,637
Net assets 6,991
proportionate net assets of PWO AG (60%) 4,195
Goodwill from acquisition 742
Total cost of acquisition 4,937

With the exception of property, plant and equipment and
intangible assets as well as the taxes arising therefrom,
the fair values correspond materially to the carrying
amounts as at January 5, 2007. In the opening balance
sheet the carrying amount of property, plant and equip-
ment was EUR 6,491 thousand.
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Notes to Income Statement

(1) SALES REVENUE

A breakdown of Group sales revenue by region and
product area is presented as part of segment reporting
(cf. Note no. 22

(2) OTHER OPERATING INCOME

Other operating income mainly includes the derecognition
of accruals, canteen sales as well as licence income. This
item includes aperiodic income of EUR 1,322 thousand

(prev. year: EUR 1,377 thousand).

(3) STAFF COSTS AND EMPLOYEES

Staff costs EUR "000 EUR 000
Salaries and wages 57,054 51,576
Social security and post-employment costs 11,711 11,184
68,765 62,760

Year-average number of employees
Manual workers 1,066 832
Salaried employees 584 435
Core workforce 1,650 1,267
Temporary employment contracts 40 63
Apprentices 76 69
1,766 1,399




(4) OTHER OPERATING EXPENSES

Other operating expenses include mainly commissions,
outward freight charges, expenses attributable to tempo-
rary staff, rents and maintenance expenses. Additionally,
this item contains expenses for legal, auditing and con-
sultancy services, as well as expenses associated with
staff training, leasing charges, property leases, servicing
contracts, temporary workers and travel costs. Aperiodic
expenses amounted to EUR 74 thousand (prev. year: EUR
139 thousand). At December 31, 2007, other operating ex-
penses included expense attributable to rental agree-
ments amounting to EUR 777 thousand (prev. year: EUR
926 thousand) as well as expense in connection with oper-
ating leases amounting to EUR 326 thousand (prev. year.
EUR 343 thousand).

(5) FINANCE COST

In addition to interest expense payable to financial institu-
tions, this item includes interest expense attributable to
pension provisions in an amount of EUR 1,257 thousand
(prev. year: EUR 1,158 thousand), interest expense in con-
nection with finance leases in the amount of EUR 214
thousand (prev. year: EUR 363 thousand) as well as inter-
est expense attributable to part-time employment of staff
approaching retirement, which amounted to EUR 75 thou-
sand (prev. year: EUR 0). The item includes total interest
expense for financial liabilities not designated financial li-
abilities at fair value through profit or loss, amounting to
EUR 2,223 thousand (prev. year: EUR 1,490 thousand).
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(6) INCOME TAX EXPENSE

Reported income tax expense includes the following
items:

EUR "000 EUR 000

Current taxes 4,139 4,483
Deferred taxes 1,031 -614
5,170 3,869

Income tax for the period under review included no aperi-
odic expenses [prev. year: EUR 131 thousand), while ape-
riodic income amounted to EUR 89 thousand (prev. year:
EUR 1,144 thousand).

At December 31, 2007, the deferred tax component of the
cash flow hedge amounted to EUR 159 thousand (prev.
year: EUR 7 thousand); it is recognised directly in equity.

No deferred taxes were recognised for temporary differ-
ences related to retained profits from subsidiaries total-
ling EUR 5,541 thousand (prev. year: EUR 4,759 thousand),
as these profits are to be used to fund the further expan-
sion of business at the individual locations.

The differences between expected income tax expense
based on the calculated interest rate and current income
tax expense have been outlined in the following reconcili-
ation. The tax rate applied is based on the domestic in-
come tax rate.
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Earnings before income taxes

Theoretical tax expense at 36.8% (prev. year: 36.8%)

Change in the theoretical tax expense due to different tax rates applicable to foreign entities

Increase in tax due to non-deductible expenses
Reduction in tax due to profit distribution
Capitalisation of tax credits

Tax increase (+) / decrease (-] previous years
Tax effect of tax rate changes

Tax effect of tax audit

Unusable losses abroad

Other effects

Taxes on income

The deferred tax assets and deferred tax liabilities associated with the

relevant balance sheet items are outlined below:

Deferred tax assets

2007
EUR 000

Intangible assets, property, plant and equipment,
and financial assets 106
Other assets 165
Tax loss carryforwards and tax credits 241
Provisions 1,519
Liabilities 888
Subtotal 2,919
Offset -2,237

Consolidated balance sheet amount 682

2006

EUR "000

208
33

100
2,813
2,022
5,177
-3,868

1,309

2007
EUR 000

12,998

4,783
18

99

0

0

-89

59

162
138

5,170

2006
EUR 000

12,709

4,677
-41
128
-98

-987

-59

131
47
71

3,869

Deferred tax liabilities

2007

EUR 000

3,694

241

2006

EUR 000

4,957
105

0

13

3
5,078
-3,868

1,210



(7) EARNINGS PER SHARE

EPS (earnings per share) is calculated by dividing the
profit or loss attributable to ordinary equity holders of
PWO AG by the average number of total shares out-
standing in the financial year. No measures with dilutive
effects were implemented in the period under review.

Earnings after taxes
in EUR "000 7,848 8,840

Average number of shares

outstanding 2,500,000 2,500,000

Earnings per share in EUR 3.14 3.54

Notes to Balance Sheet

(8) INTANGIBLE ASSETS AND PROPERTY, PLANT AND EQUIPMENT
The development of purchase and conversion costs as
well as depreciation/amortisation is presented in the
statement of changes in non-current assets (appendix

to the notes to the consolidated financial statements).

The following useful lives were applied:

Software 3tos4
Buildings 25to 50
Technical equipment and machinery 2t0 10
Operating and office equipment 3to 14
IT hardware 3to5

The Group received government grants of EUR 168 thou-
sand for the purchase of specific items of property/
plant/equipment. The conditions attaching to the afore-
mentioned government grants have been complied with
in full, and there are no other uncertainties relating
thereto.

PROGRESS-WERK OBERKIRCH AG

(9) FINANCIAL ASSETS

Financial assets mainly comprise a loan granted to the
joint venture PWO & BMC High-Tech Metal Compo-
nents (Suzhou) Co., Ltd., China, in the amount of EUR
615 thousand (prev. year: EUR 607 thousand]. As at
December 31, 2007, no credit risk had been identified.

(10) INVENTORIES

The carrying amount of inventories totalling EUR 44,006
thousand (prev. year: 41,023 thousand) at the balance
sheet date included tool replacement components of
EUR 3,907 thousand (prev. year: EUR 4,385 thousand),
recognised at their net realisable value. In the period
under review, a valuation allowance of EUR 259 thou-
sand (prev. year: EUR 441 thousand) was recognised as
expense.

(11) RECEIVABLES AND OTHER ASSETS

As at December 31, 2007, the allowance for trade re-
ceivables and other receivables amounted to EUR 1,252
thousand (prev. year: EUR 1,471 thousand). Prior to the
valuation allowance the carrying amount of trade receiv-
ables and other receivables was EUR 46,037 thousand
(prev. year: EUR 33,898 thousand).

The changes to the allowance account were as follows:

EUR "000 EUR '000
Balance of allowance
account at Jan. 1 1,471 1,628
Allocated 16 314
Utilised 0 -463
Reversed -239 -9
Effects of currency translation 4 1
Balance of allowance
account at Dec. 31 1,252 1,471
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The impairments, which are accounted for individually
on a case-by-case basis, suitably reflect the risk of de-
fault. In the case of default, the receivable in question is
written off accordingly.

(12) EQUITY

The changes in equity are presented in the statement of
changes in equity.

Subscribed Capital

On May 18, 2004, Authorised Capital of EUR 2,556 thou-
sand was approved by the 81st Annual General Meeting
of Shareholders. Of this, EUR 1,278 thousand was uti-
lised as a result of the capital increase on October 7,
2005, with the issue of 500,000 new shares. The fully
paid subscribed capital at the reporting date was EUR
6,391 thousand [prev. year: EUR 6,391 thousand), divided
into 2,500,000 shares with a notional par value of EUR
2.56 per share.

Qty. EUR '000 EUR "000
as atJan. 1 2,500,000 2,500,000 6,391 6,391
Shares issued 0 0 0
as at Dec. 31 2,500,000 2,500,000 6,391 6,391

On February 15, 2008, Consult Invest Beteiligungsbera-
tungs-GmbH, Boblingen, announced that it held a share-
holding of 55.282%.



Capital reserves

Capital reserves, which include amounts attributable to
the share premium, have remained unchanged year on
year.

Revenue reserves and other Equity

Revenue reserves include current and previous years’
earnings generated, but not yet distributed, by PWO AG
and consolidated subsidiaries.

The differences of EUR 742 thousand (prev. year: EUR
273 thousand) arising from the foreign currency transla-
tion of foreign subsidiary financial statements are re-
ported separately.

In addition, this item includes the components of the
profit or loss resulting from a cash flow hedging instru-
ment, determined to be an effective hedge.

At December 31, 2007, PWO AG reported net retained
profits ("Bilanzgewinn”, also referred to as unappropri-
ated surplus) of EUR 4,655,508.87. The distributable
amounts are determined by the accounting net retained
profits ("Bilanzgewinn”] of PWO AG, as governed by Ger-
man law.

The proposal for the appropriation of net retained prof-
its, as put forward to the Annual General Meeting, is as
follows:

EUR
Distribution of a dividend of EUR 1.30
per dividend-entitled share 3,250,000.00
Allocation to other revenue reserves 1,400,000.00
Carried forward to new account 5,508.87

In the 2007 financial year, a total dividend of EUR
3,000,000.00 was paid in relation to the 2006 financial
year (EUR 1.20 per dividend-entitled share).
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(13) LIABILITIES
Provisions for Pensions

PWO AG has made post-retirement arrangements for a
number of employees. All pension obligations relate to
the salary and the length of service of employees. The
direct and indirect obligations include those arising from
current pensions as well as benefits for pensions and
retirement allowances payable in the future.

Cartec S.A. de C.V. has also recognised provisions for
pensions for post-employment periods, amounting to
EUR 62 thousand.

In addition, other defined contribution plans accounted
for EUR 37 thousand (prev. year: EUR 65 thousand) at
PWO Canada Inc.; this amount was expensed accord-

ingly.
Employee contributions to the statutory state pension
scheme accounted for EUR 4,947 thousand (prev. year:

EUR 4,489 thousand).

Defined benefit obligations have been measured on the
basis of the following actuarial assumptions:

Discount rate 5.5% 4.6%

Employee turnover rate 2.5% 2.5%

Future salary trend

< 40 years 3.5% 3.5%
Future salary trend

> 40 years 2.5% 2.5%
Future pension adjustments 2.0% 1.75%

The 10% corridor rule is applied when measuring pen-
sion provisions and determining pension costs. Actuarial
gains and losses are not recognised to the extent that
they are not in excess of ten per cent of the total amount
of the obligation.
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The following net obligations apply:

The changes in provisions for pensions and other em-
ployee benefits were as follows:

EUR "000 EUR "000

Balance sheet carrying
amounts PWO AG at Jan. 1 23,203 22,486

EUR '000 EUR "000
Present value of benefits 25,654 27,948
Actuarial gains (-)
and losses (+) -1,249 -4,594
Unrecognised past
service cost -305 -151
Balance sheet carrying
amounts at Dec. 31 24,100 23,203

Balance sheet carrying
amounts Cartec, Mexico,

The changes to the present value of defined benefit obli-

gations are outlined below:

atJan.5 62 0
Expenses for

pension obligations 2,066 1,952
Pension payments rendered -1,231 -1,235

Balance sheet carrying
amounts at Dec. 31 24,100 23,203

Of the pension provisions accounted for in the balance
sheet, an amount of EUR 22,850 thousand [prev. year:
EUR 21,938 thousand] is non-current in nature, while
EUR 1,250 thousand (prev. year: EUR 1,265 thousand] is
categorised as current.

The amounts accounted for in the income statement
were as follows:

EUR "000 EUR "000

Present value of benefits
PWO AG at Jan. 1 27,948 27,870
Present value of benefits
Cartec, Mexico, at Jan. 5 70 0
Interest cost 1,257 1,158
Service cost 635 602
Pension payments rendered -1,231 -1,235
Actuarial gains (-)
and losses (+) -3,201 -597
- of which from experience

adjustments (104) (177)
Past service cost 184 151
Foreign currency differences -8 0
Present value of benefits
at Dec. 31 25,654 27,948

EUR "000 EUR "000
Service cost 634 602
Interest cost 1,257 1,158
Actuarial gains (-)
and losses (+) 145 192
Past service cost 30 0
Expenses for
pension obligations 2,066 1,952

The service cost and realised actuarial losses are pre-
sented in staff costs, while the interest expense is ac-
counted for in finance cost.



Other Provisions

This item includes provisions for personnel-related obli-
gations. The changes are presented as follows:

EUR '000 EUR '000
as at Jan. 1 2,893 2,432
Utilised -798 -791
Reversed 0 0
Allocated 1,157 1,252
as at Dec. 31 3,252 2,893

Interest-Bearing Borrowings

Of the interest-bearing borrowings, EUR 25,355 thou-
sand (prev. year: EUR 18,848 thousand] has a maturity of
less than one year and EUR 2,989 thousand (prev. year:
EUR 3,468 thousand) a maturity of more than five years.
Borrowings from banks amount to EUR 48,977 thousand
(prev. year: EUR 34,318 thousand).

PROGRESS-WERK OBERKIRCH AG

The interest rates associated with the aforementioned
borrowings are between 2.8% and 6.1%. Bank borrow-
ings repayable on demand amounted to EUR 7,158 thou-
sand (prev. year: EUR 2,997 thousand).

Of the borrowings from banks, a total of EUR 10,583
thousand (prev. year: EUR 12,509 thousand) was secured
by way of land charges and mortgages and EUR 5,563
thousand (prev. year: EUR 4,440 thousand) through an
assignment of property, plant and equipment. In addi-
tion, the usual reservations of title exist from the supply
of raw materials, consumables and supplies and goods.

Finance lease agreements have been concluded for var-
ious technical facilities. Some of these agreements in-
clude purchase options or provisions concerning the
residual value accruing to the lessor. At December 31,
2007, the carrying amount of technical equipment and
machinery deployed on the basis of finance leases was
EUR 3,416 thousand (prev. year: EUR 5,560 thousand).

Reconciliation between the future minimum lease pay-
ments arising from finance lease agreements and hire
purchase contracts and their present value is outlined
below:

2007 2006 2007 2006

EUR 000 EUR 000 EUR '000 EUR 000

Within one year 2,267 2,913 2,183 2,696
Between one and five years 665 2,927 653 2,828
Less interest expense due to discounting -96 -316 0 0
Present value of minimum lease payments 2,836 5,524 2,836 5,524
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Contigent Liabilities

At the balance sheet date, a guarantee (Avalblrgschaft)
was in place in the amount of EUR 949 thousand (prev.
year: EUR 676 thousand).

Other Financial Commitments
At December 31, 2007, other financial obligations, in-
cluding purchase commitments, amounted to EUR 9,720

thousand (prev. year: EUR 7,484 thousand).

The remaining maturities relating to these financial
obligations are as follows:

Obligations relating to non-cancellable lease and rental agreements EUR 000 EUR 000
up to one year 531 466
one to five years 336 85
> 5years 0 0
867 551
Order commitments arising from investment orders
(property, plant, equipment, and intangible assets)
up to one year 8,853 6,933
one to five years 0 0
> b years 0 0
8,853 6,933

Rental and lease agreements have contractual maturi-
ties that do not go beyond the year 2010.




(14) FINANCIAL RISK MANAGEMENT

The Group's financial risk management system is geared
towards the uncertainties arising from the future devel-
opment of financial markets and aims to minimise ad-
verse consequences in respect of the overall financial
strength of the Group. The risk management system
falls within the remit of the Management Board, which
defines the general principles and procedures of risk
management.

The following section includes a summary of significant
risks:

Credit Risk

To reduce default risk in the case of primary financial
instruments, various hedging measures are imple-
mented, e.g. far-reaching receivables management and
checks on creditworthiness based on credit information
and historical data. The credit risk [default risk] of finan-
cial assets is addressed by using appropriate valuation
allowances.

The level of risk associated with accounts receivable is
limited. PWO only supplies well-established internation-
al automobile manufacturers and their suppliers. Today's
leading automotive suppliers are integrated into the
overall supply chain to such an extent that isolated cases
of risk have to be and indeed are addressed with con-
structive solutions developed by the industry as a whole.
As an additional instrument of risk mitigation, the Group
entered into an agreement for trade credit insurance,
which covers a significant proportion of receivables.

PROGRESS-WERK OBERKIRCH AG

The loans relate to the non-Group interest in the joint
venture in China. There was no discernible evidence of
credit risk at the balance sheet date.

As regards investments of cash and cash equivalents as
well as the portfolio of derivative financial assets held,
the Group is exposed to potential losses associated with
credit risks to the extent that the financial institutions in
question fail to meet their obligations. PWO counteracts
this exposure to risk by diversifying and by applying par-
ticular prudence when selecting its counterparties. At
present, no items of cash/cash equivalents or derivative
financial assets are past due or impaired as a result of
default.

At December 31, 2007, the maximum credit risk of finan-
cial assets in the event of counterparty default was equiv-
alent to the carrying amounts of these instruments.

EUR '000 EUR '000
Financial assets 615 791
Trade and other receivables 44,785 32,427
Derivative financial assets
with hedging relationship 542 56
Derivative financial assets
without hedging relationship 146 24
Monies invested > 3 months 638 0

Cash 1,953 6,779
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As at December 31, 2007, the past due, non-impaired trade and other
receivables were as follows:

EUR '000 EUR '000
Trade and other receivables 44,785 32,427
of which neither past due nor impaired 29,755 21,101
of which < 30 days past due
(but not impaired) 8,519 7,271
of which > 30-90 days past due
(but not impaired) 3,195 1,964
of which > 90-180 days past due
(but not impaired) 1,285 1,043
of which > 180-360 days past due
(but not impaired) 1,182 164
of which > 360 days past due
(but not impaired) 848 884

No new terms were negotiated as at the balance sheet date (or the previous
year's balance sheet date) with regard to trade and other receivables, as
such newly negotiated terms would have made them past due or impaired.

Liquidity Risk

PWO has access to sufficient lines of credit furnished by several banks for
the purpose of covering its ongoing business activities. Financing risks are
mitigated by selecting an appropriate combination of short- and long-term
loans. Investments and pre-financing associated with long-term customer
contracts are always financed on a long-term, project-specific basis. The
Group has hedged approximately half of its financing instruments on a long-
term basis and at fixed interest rates. Additional derivative interest rate
hedges will be entered into insofar as such transactions are necessary.



The following table outlines the maturities of undis-
counted cash flows relating to the Group’s financial lia-
bilities at the balance sheet date:

PROGRESS-WERK OBERKIRCH AG

2007 EUR "000 EUR "000 EUR '000 EUR '000
Borrowings from banks 23,805 24,160 3,120 51,085
- of which repayment of principal (23,184) (22,803) (2,989) (48,976)
- of which payment of interest (621) (1,357) (131) (2,109)
Borrowings from leasing entities 2,255 678 0 2,933
- of which repayment of principal (2,171) (655) (0) (2,836)
- of which payment of interest (84) (12) (0) (96)
Trade payables 20,690 0 0 20,690
Derivative financial instruments with hedging relationship 0 0 0 0
Derivative financial instruments without hedging relationship 9 87 0 96
2006

Borrowings from banks 16,512 15,550 3,676 35,738
- of which repayment of principal (16,155) (14,696) (3,468) (34,319)
- of which payment of interest (357) (854) (208) (1,419)
Borrowings from leasing entities 2,913 2,927 0 5,840
- of which repayment of principal (2,693) (2,831) (0) (5,524)
- of which payment of interest (220) (96) (0) (316)
Trade payables 16,035 0 0 16,035
Derivative financial instruments with hedging relationship 0 0 0 0
Derivative financial instruments without hedging relationship 8 9 0 17
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Interest Rate Risk

In order to assess risks arising from changes in interest
rates, the financial instruments have been categorised,
as a matter of principle, into those with fixed and those
with variable interest obligations, in accordance with IAS
32. Risks arising from changes in interest rates exist in
the case of variable interest rate loans. These risks are
hedged using interest-rate swaps. Interest rate risks are
addressed in the form of sensitivity analyses (IFRS 7).
These present the effects of changes in market interest
rates on interest payments, interest income and ex-
pense, other elements of income/expense and, where
applicable, equity.

The interest rate sensitivity analyses are based on the
following assumptions:

Changes in the market interest rates of primary finan-
cial instruments with fixed interest rates shall only have
an influence on the net result if the instruments are
measured at fair value. Thus, financial instruments
measured at amortised cost and featuring fixed interest
rates are not subject to interest rate risk as defined by
IFRS 7. In consideration of the principle of materiality,
currency derivatives are not accounted for in the interest
rate sensitivity analyses.

PWO is exposed to interest rate risk mainly within the
eurozone, in the Czech Republic and in Canada. If mar-
ket interest rates had been 100 basis points higher at
December 31, 2007, profit would have been EUR 5 thou-
sand (December 31, 2006: EUR 123 thousand) lower. If
market interest rates had been 100 basis points lower,
profit would have been EUR 13 thousand lower at
December 31, 2007, and EUR 117 thousand higher at
December 31, 2006.

Currency Risk

Risks arising from foreign currency exchange rates en-
tail the risks associated with foreign currency exchange
rate-induced changes in the value of balance sheet
items. A sensitivity analyses is conducted for each cur-
rency that constitutes a significant risk to the company.
This analysis is based on the following assumptions:

At the balance sheet date, the EUR/USD and EUR/CZK
exchange rates represent a significant currency risk to
the Group.

As regards the sensitivity analysis, the Group takes into
account all monetary financial instruments that are not
denominated in the functional currency of the respective
separate entities. Thus, an FX-related difference arising
from the translation of financial statements into the cur-
rency used by the Group (translation risk) is not taken
into account.

According to IFRS, currency risk does not arise from fi-
nancial instruments that are non-monetary items or
from financial instruments denominated in the function-
al currency. Therefore, in the case of derivative financial
instruments only currency derivatives are included in
the sensitivity analysis, as interest rate derivatives are
not exposed to currency risk. The hypothetical effect on
profit or loss and equity for each separate primary item
included in the sensitivity analysis can be determined by
comparing the carrying amount (calculated on the basis
of the closing rate) with the translation amount, which in
turn can be determined by applying a hypothetical ex-
change rate.

If the EUR had gained 10 % against the CZK at Decem-
ber 31, 2007, profit would have been EUR 671 thousand
(prev. year: EUR 129 thousand) higher and equity would
have been EUR 382 thousand (prev. year: EUR 177 thou-
sand) lower. If the EUR had lost 10 % against the CZK at
December 31, 2007, profit would have been EUR 820
thousand (prev. year: EUR 158 thousand) lower and
equity would have been EUR 382 thousand (prev. year:
EUR 177 thousand] higher.



If the EUR had gained 10 % against the USD at Decem-
ber 31, 2007, profit would have been EUR 100 thousand
(prev. year: EUR 174 thousand] lower and equity would
have been EUR 249 thousand (prev. year: EUR 393 thou-
sand) higher. If the EUR had lost 10% against the USD at
December 31, 2007, profit would have been EUR 130
thousand (prev. year: EUR 213 thousand) higher and eg-
uity would have been EUR 249 thousand (prev. year: EUR
393 thousand) lower.

(15) FINANCIAL INSTRUMENTS

Primary financial instruments concern, in particular,
trade receivables and payables, other financial assets,
cash and cash equivalents, bank borrowings and other
financial liabilities. These items are measured on the
basis of amortised cost. In the case of trade receivables
and payables, other liabilities as well as cash, the carry-
ing amount corresponds materially to the fair value.

PWO uses derivatives in the form of interest-rate swaps,
foreign exchange swaps, options and foreign exchange
forward contracts to hedge interest-rate and exchange-
rate risks. Changes in market values affecting interest-
rate and foreign-exchange swaps were recorded in net
profit or loss, insofar as the preconditions were not met
for special hedge accounting. Insofar as foreign ex-
change forward transactions and currency options are
utilised as hedging transactions to hedge highly proba-
ble future transactions (cash flow hedges), changes in
market values of these transactions are recorded direct-
ly in equity.

PROGRESS-WERK OBERKIRCH AG
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At December 31, 2007, he following derivative financial
instruments were open:

EUR "000 EUR "000 EUR "000 % p.a. EUR '000
Interest-rate 6-month- 2003 to
swap 2,679 383 1,148 3.70 EURIBOR 2010 16
Interest-rate 3-month- 2003 to
swap 3,094 412 1,238 3.68 EURIBOR 2010 14
Interest-rate 3-month- 2004 to
swap 1,000 0 1,000 4.55 EURIBOR 2009 -2
Interest-rate 6-month- 2004 to
swap 1,800 180 1,170 3.98 EURIBOR 2014 18
Interest-rate 6-month- 2007 to
swap 1,500 150 1,350 4.92 EURIBOR 2012 -4
Interest-rate 6-month- 2006 to
swap 900 90 810 3.86 EURIBOR 201 7
Interest-rate 6-month- 2007 to
swap 1,693 0 1,693 3.85 PRIBOR 2014 19
Interest-rate 6-month- 2007 to
swap 3,500 0 3,500 4.19 EURIBOR 2014 34
Interest-rate 6-month- 2007 to
swap 1,731 0 1,731 5.1 CAD-LIBOR 2010 -34
Interest-rate 6-month- 2007 to
swap 2,078 0 2,078 4.85 CAD-LIBOR 2012 -31
FX forward-
transaction 900 0 900 - - 2008 38
FX forward-
transaction 6,775 0 6,775 - - 2008 5427

*) Application of hedge accounting

The changes in the fair values of derivative financial in-
struments designed to hedge future cash flows were
recognised directly in equity in an amount of EUR 383
thousand (prev. year: EUR 30 thousand). Furthermore,
EUR 30 thousand (prev. year: EUR 143 thousand) was
removed from equity and accounted for as revenue in
the income statement. Of the amount removed, EUR 0
thousand (prev. year: EUR 0 thousand) was due to hedge
ineffectiveness.

At the balance sheet date, the assumption was that all
planned transactions will eventuate. Furthermore, the
company expects the cash flows being hedged will occur
within the next 15 months and will have an effect on the
gains and losses.

The following table lists the carrying amounts and fair
values according to category and class:



Category offinancial

PROGRESS-WERK OBERKIRCH AG

instruments (IAS 39) 2007 2006 2007 2006
ASSETS EUR "000 EUR "000 EUR "000 EUR "000
Financial assets LaR 615 791 615 791
Trade and other receivables LaR 44,785 32,427 44,785 32,427
Other financial assets 1,326 80 1,326 80
- of which derivatives with hedging relationship n.a. (542) (56) (542) (56)
- of which derivatives without hedging relationship FAHFT (146) (24) (146) (24)
- of which monies invested > 3 months LaR (638) (0) (638) (0)
Cash LaR 1,953 6,779 1,953 6,779
EQUITY AND LIABILITIES
Interest-bearing borrowings 51,812 39,843 52,091 40,346
Borrowings from banks FLAC 48,976 34,319 49,159 34,506
- of which floating interest rate (36,006) (25,020) (36,006) (25,020)
- of which fixed interest rate (12,970) (9,299) (13,153) (9,486)
Borrowings from leasing entities n.a 2,836 5,524 2,932 5,840
- of which floating interest rate (0) (0) (0) (0)
- of which fixed interest rate (2,836) (5,524) (2,932) (5,840)
Trade payables FLAC 20,690 16,035 20,690 16,035
Other financial liabilities 7 32 7 32
- of which derivatives with hedging relationship n.a. (0) (18) (0) (18)
- of which derivatives without hedging relationship FLHFT (71) (14) (71) (14)
of which aggregated by category
in accordance with IAS 39:
Loans and Receivables (LaR) 47,991 39,997 47,991 39,997
Financial Assets Held for Trading (FAHfT) 146 24 146 24
Financial Liabilities Measured at Amortised
Coast (FLAC) 69,666 50,354 69,849 50,541
Financial Assets Held for Trading (FLHfT) 71 14 71 14
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The following table presents the net gains or losses aris-
ing from financial instruments, as accounted for in the
income statement (without derivative financial instru-
ments included in hedge accounting]:

EUR '000 EUR '000
Loans and Receivables (LaR) 99 -86
- of which due to disposal 152 226
- of which due to revaluation 0 0
- of which due to impairment/reversal of impairment 187 -242
- of which due to currency effects -240 -70
Financial Assets Held for Trading (FAHfT) 176 24
- of which due to disposal 0 0
- of which due to revaluation 176 24
- of which due to impairment/reversal of impairment 0 0
- of which due to currency effects 0 0
Financial Liabilities Measured at Amortised Cost (FLAC) 606 400
- of which due to disposal 728 287
- of which due to revaluation 0 0
- of which due to impairment/reversal of impairment 0 0
- of which due to currency effects -122 14
Financial Liabilities Held for Trading (FLHfT) -58 225
- of which due to disposal 0 0
- of which due to revaluation -58 225
- of which due to impairment/reversal of impairment 0 0
- of which due to currency effects 0 0




Other Information
(16) RESEARCH AND DEVELOPMENT COSTS

There were no research and development costs unre-
lated to orders in the period under review. Of the order-
related development costs of EUR 5.9 million (prev. year:
EUR 5.4 million), a total of EUR 0.7 million (prev. year:
EUR 0.4 million) was capitalised as inventories. Cus-
tomer revenues amounted to EUR 0.7 million (prev. year:
EUR 0.4 million).

(17) MANAGEMENT BOARD AND SUPERVISORY BOARD
COMPENSATION

Overall Management Board compensation is composed
of a fixed basic salary component and a variable compo-
nent. For the 2007 financial year, Management Board
compensation due in the short term amounted to EUR
1,241 thousand (prev. year: EUR 1,266 thousand). This
includes performance-based components amounting to
EUR 633 thousand (prev. year: EUR 682 thousand). In the
2006 financial year the Management Board had addi-
tionally received compensation for previous periods in
the amount of EUR 103 thousand. Service cost for pen-
sion obligations towards members of the Management
Board amounted to EUR 129 thousand in the 2007 finan-
cial year [prev. year: EUR 74 thousand).

Total Supervisory Board compensation for the 2007 fi-
nancial year amounted to EUR 199 thousand (prev. year:
EUR 184 thousand).

For details on individual compensation of Management
Board and Supervisory Board members, please refer to
the Compensation Report in the combined management
report prepared for the Group and the parent company.

Post-employment payments for former members of the
Management Board of PWO AG and their surviving de-
pendents amounted to EUR 222 thousand (prev. year:
EUR 244 thousand]. At the reporting date, the corre-
sponding pension provision amounted to EUR 2,025
thousand (prev. year: EUR 2,285 thousand).

PROGRESS-WERK OBERKIRCH AG

(18) AUDITOR'S FEE

The auditor’s fee recognised as expense in connection
with the consolidated financial statements and disclosed
in accordance with Section 314 (1) no. 9 of the German
Commercial Code (Handelsgesetzbuch - HGBJ, was as
follows:

EUR '000 EUR "000
Annual audit 155 89
Other certification and
valuation services 0 0
Tax advisory services 60 35
Other services 66 34
Total 281 158

In the financial year under review, the auditor’s fee rec-
ognised as expense included an amount of EUR 46 thou-
sand not attributable to the reporting period (prev. year:
EUR 4 thousand).

No further certification and valuation services were
utilised.
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(19) RELATED-PARTY DISCLOSURES

There is an amount of EUR 615 thousand receivable
from the joint venture PWO & BMC Holding Co., Ltd.,
Hong Kong. In the financial year under review there were
no other relationships with related parties as regards
the supply of goods or the rendering of services. For fur-
ther information, please refer to the dependent company
report (related-party disclosure) included as part of the
management report.

Key management personnel compensation, disclosure
of which is governed by IAS 24, included that of the Man-
agement Board and the Supervisory Board. Further de-
tails relating to individual compensation of the Manage-
ment Board and Supervisory Board, are presented in the
Compensation Report.

(20) CASH FLOW STATEMENT

In the cash flow statement, cash flows are presented on
the basis of IAS 7. Cash and cash equivalents include
cash and bank borrowings repayable on demand.

As from the 2007 financial year, the cash flow statement
commences with net profit for the period. The compara-
ble amounts for the preceding year have been adjusted
appropriately.

The bank borrowings repayable on demand, amounting
to EUR 7,158 thousand (prev. year: EUR 2,997 thousand)
have been included in the balance sheet as current in-
terest-bearing borrowings.

(21) CAPITAL MANAGEMENT

The prime objective of capital management within the
Group is to maintain a high credit rating and a good eq-
uity ratio. In order to maintain the Group's capital struc-
ture, adjustments can be made to shareholder dividend
payments, or new shares can be issued. As at December
31,2007, and December 31, 2006, no changes were im-
plemented with regard to PWO's goals and guidelines.
The monitoring of capital is performed via the gearing
ratio, which corresponds to net financial liabilities in re-
lation to equity. Net financial liabilities encompass inter-
est-bearing loans less cash.

(22) SEGMENT REPORTING

The aim of segment reporting is to provide information
about key Group activities. In accordance with the provi-
sions set out in IAS 14, geographical segments are used
as the Group's primary format for reporting. The geo-
graphical segments are determined on the basis of the
location of the Group’s assets. Correspondingly, the rev-
enues of these segments are also allocated according to
the location of assets. The regions are categorised as
“Germany”, “Rest of Europe”, "NAFTA Region” and
“Asia”.

Revenues, assets, liabilities and depreciation/amortisa-
tion between the individual segments are eliminated in
the column “consolidation effects”. This column also
contains items that cannot be allocated to individual
segments. Segment data is calculated in agreement
with the accounting policies applied in the consolidated
financial statements.

The secondary reporting format is based on the Metal
Components/Systems segment, which comprises three
strategic product areas: Mechanical Components for
electrical and electronic applications, Safety Compo-
nents for airbags, seats and steering, and Structural
Components and Subsystems for vehicle bodies and
chassis. The product segments are discussed in the
management report. The secondary reporting format
shows the breakdown of sales for the three product ar-
eas. However, a further division of assets and invest-
ments among the three product areas is not deemed
appropriate, as the individual products are manufac-
tured predominantly on the same machines and using
the same production processes.



SEGMENT INFORMATION BY LOCATIONS

Consoli-

dation/

Rest of NAFTA Not
Germany Europe Region Asia allocated Group
FY 2007 EUR "000 EUR "000 EUR "000 EUR "000 EUR "000 EUR '000
Total sales revenue 208,230 10,100 46,186 504 0 265,020
Internal sales -2,356 -3,084 -14 0 0 -5,454
External sales 205,874 7,016 46,172 504 0 259,566
Total output 210,001 12,471 45,657 504 -6,033 262,600

Earnings before interest and
taxes (EBIT) 15,751 715 1,188 -591 -260 16,803
Assets 126,569 29,679 38,045 2,031 -4,393 191,931
Liabilities 24,948 6,354 4,936 2,680 76,090 115,008
Capital expenditure 12,590 6,772 2,025 146 -419 21,114
Depreciation/amortisation 11,412 1,155 3,368 184 -3 16,116
FY 2006 TEUR TEUR TEUR TEUR TEUR TEUR
Total sales revenue 190,098 10,309 31,482 4 0 231,893
Internal sales -694 -5,706 -154 0 0 -6,554
External sales 189,404 4,603 31,328 4 0 225,339
Total output 193,323 9,004 31,362 4 -6,645 227,048
Earnings before interest and

taxes (EBIT) 13,967 460 1,692 -155 -172 15,792
Assets 125,584 13,524 24,381 2,939 -1,913 164,515
Liabilities 25,196 2,227 2,650 3,084 62,570 95,727
Capital expenditure 7,694 4,016 1,083 862 -51 13,604

Depreciation/amortisation 12,341 969 2,786 50 0 16,146
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SEGMENT INFORMATION BY PRODUCT AREAS

Sales revenue EUR "000 EUR '000
Mechanical components for

electrical and electronic applications 77,982 70,955
Safety components for airbags, seats and steering 86,126 76,785
Structural components and

subsystems for vehicle bodies and chassis 95,458 77,599
Group 259,566 225,339

(23) JUDGMENT, ESTIMATES AND ASSUMPTIONS

The Group performs impairment tests for goodwill at least once per year.
This requires estimates to be made with regard to the value in use of cash-
generating units to which goodwill is allocated. For the purpose of estimat-
ing the value in use, the Group has to determine, on the basis of estimates,
the projected future cash flows associated with the relevant cash-generating
unit, as well as selecting an appropriate discount rate in order to determine
the present value of the aforementioned cash flows. At December 31, 2007,
the carrying amount of goodwill was EUR 6,040 thousand (prev. year: EUR
5,131 thousand).

Deferred tax assets are recognised for the carryforward of unused tax losses
to the extent that it is probable that future taxable profit will be available
against which the unused tax losses can be utilised. The process of deter-
mining the level of deferred tax assets requires significant judgement with
regard to the timing and amount of future taxable profit as well as the future
tax planning strategies. At December 31, 2007, the carrying amount of tax
losses and tax credits accounted for was EUR 830 thousand (prev. year: EUR
332 thousand), while that of tax credits to be utilised for a limited period of
time and not accounted for was EUR 325 thousand (prev. year: EUR 0 thou-
sand). For further details, please refer to Note no. 6.



Expense relating to post-employment defined benefit plans is determined on
the basis of actuarial methods. Actuarial valuation is conducted on the basis of
assumptions in respect of discount rates, the expected rate of return on plan
assets, future rates of salary increase, mortality and future pension increases.
In view of the long-term orientation of such plans, these estimates are associ-
ated with significant uncertainty.

(24) CORPORATE GOVERNANCE

The Declaration of Conformity issued in December 2007 in relation to the Ger-
man Corporate Governance Code was made permanently available to share-
holders at www.progress-werk.de, in accordance with Section 161 of the
German Stock Corporation Act (AktG).

(25) EVENTS AFTER THE REPORTING PERIOD

There were no significant events after the reporting period.
Oberkirch, February 28, 2008

The Management Board

(F

Karl M. Schmidhuber Bernd Bartmann Dr. Winfried Blimel
(Chairman)

PROGRESS-WERK OBERKIRCH AG
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Additions
due to
Jan. 1, first-time Reclas- Currency Dec. 31,
FY 2007 2007 consolidation Additions sifications Disposals change 2007
EUR 000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000
Land and buildings 37,601 2,821 3,679 1,097 8 242 45,432
Technical equipment
and machinery 129,340 5,657 11,070 2,013 2,041 790 146,829
Other equipment,
operating and
office equipment 18,509 17 2,114 319 1,274 88 19,873
Prepayments
and assets under
construction 5,018 " 1,468 -3,429 " 55 3,112
Property, plant
and equipment 190,468 8,606 18,331 0 3,334 1,175 215,246
Industrial property
rights and similar
rights 4,891 0 589 0 0 47 5,527
Goodwill 5,650 742 0 0 0 167 6,559
Intangible assets
identifiable as part
of PPA 0 946 0 0 0 -88 858
Prepayments 10 0 2,194 0 0 0 2,204
Intangible assets 10,551 1,688 2,783 0 0 126 15,148
201,019 10,294 21,114 0 3,334 1,301 230,394
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Jan. 1, Reclas- Currency Dec. 31, Dec. 31, Dec. 31,
2007 Additions sifications Disposals change 2007 2007 2006
EUR '000 EUR 000 EUR 000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000
15,490 1,307 0 5 90 16,882 28,550 22,111
88,310 12,105 0 2,040 624 98,999 47,830 41,030
13,344 1,743 0 1,258 66 13,895 5,978 5,165
0 0 0 0 0 0 3,112 5,018
117,144 15,155 0 3,303 780 129,776 85,470 73,324
3,300 705 0 0 34 4,039 1,488 1,591
519 0 0 0 0 519 6,040 5,131

0 256 0 0 0 256 602 0

0 0 0 0 0 0 2,204 10

3,819 961 0 0 34 4,814 10,334 6,732
120,963 16,116 0 3,303 814 134,590 95,804 80,056
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Additions
due to
Jan. 1, first-time Reclas- Currency Dec. 31,

FY 2006 2006 consolidation Additions sifications Disposals change 2006

EUR 000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000
Land and buildings 35,901 0 2,152 40 0 -492 37,601
Technical equipment
and machinery 128,564 0 6,544 913 4,975 -1,706 129,340
Other equipment,
operating and
office equipment 17,869 0 1,567 16 733 -210 18,509
Prepayments
and assets under
construction 3,127 0 2,775 -969 0 85 5,018
Property, plant
and equipment 185,461 0 13,038 0 5,708 -2,323 190,468
Industrial property
rights and similar
rights 4,332 0 556 0 17 20 4,891
Goodwill 5,410 0 0 0 0 240 5,650
Prepayments 0 0 10 0 0 0 10
Intangible assets 9,742 0 566 0 17 260 10,551

195,203 0 13,604 0 5,725 -2,063 201,019
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Jan. 1, Reclas- Currency Dec. 31, Dec. 31, Dec. 31,
2006 Additions sifications Disposals change 2006 2006 2005
EUR '000 EUR 000 EUR 000 EUR '000 EUR '000 EUR '000 EUR '000 EUR '000
14,468 1,126 0 0 -104 15,490 22,111 21,433
80,317 12,614 0 3,955 -666 88,310 41,030 48,247
12,501 1,679 0 729 -107 13,344 5,165 5,368
0 0 0 0 0 0 5,018 3,127
107,286 15,419 0 4,684 -877 117,144 73,324 78,175
2,563 727 0 12 22 3,300 1,591 1,769
519 0 0 0 0 519 5,131 4,891

0 0 0 0 0 0 10 0

3,082 727 0 12 22 3,819 6,732 6,660
110,368 16,146 0 4,696 -855 120,963 80,056 84,835
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We have audited the consolidated financial statements prepared by Progress-
Werk Oberkirch Aktiengesellschaft, Oberkirch, comprising the income
statement, the balance sheet, statement of changes in equity, cash flow
statement and the notes to the consolidated financial statements, together
with the management report for the business year from January 1 to De-
cember 31, 2007. The preparation of the consolidated financial statements
and the combined management report in accordance with IFRSs as adopted
by the EU, and the additional requirements of German commercial law
pursuant to § 315a paragraph 1 HGB are the responsibility of the parent
company’s management. Our responsibility is to express an opinion on the
consolidated financial statements and on the combined management report
based on our audit.

We conducted our audit of the consolidated financial statements in accord-
ance with § 317 HGB and German generally accepted standards for the audit
of financial statements promulgated by the Institut der Wirtschaftsprifer
[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 opera-
tions in the consolidated financial statements in accordance with the appli-
cable financial reporting framework and in the combined management re-
port are detected with reasonable assurance. Knowledge of the business
activities and the economic and legal environment of the Group and expecta-
tions as to possible misstatements are taken into account in the determina-
tion of audit procedures. The effectiveness of the accounting-related internal
control system and the evidence supporting the disclosures in the consoli-
dated financial statements and the combined management report are ex-
amined primarily on a test basis within the framework of the audit. The audit
includes assessing the annual financial statements of those entities in con-
solidation, 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 combined 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 require-
ments of German commercial law pursuant to § 315a paragraph 1 HGB and
give a true and fair view of the net assets, financial position and results of
operations of the Group in accordance with these requirements. The com-
bined management report is consistent with the consolidated financial
statements and as a whole provides a suitable view of the Group’s position
and suitably presents the opportunities and risks of future development.

Stuttgart, February 29, 2008
Ernst & Young AG

Wirtschaftsprifungsgesellschaft
Steuerberatungsgesellschaft

Dr. Wetzel Wehrle
Wirtschaftsprifer Wirtschaftsprifer

PROGRESS-WERK OBERKIRCH AG
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EUR "000 EUR '000
Industrial property rights and similar rights 1,189 1,330
Prepayments 2,198 10
Intangible assets 3,387 1,340
Land and buildings 11,948 12,109
Technical equipment and machinery 20,761 18,842
Other equipment, operating and office equipment 4,323 3,618
Prepayments and assets under construction 1,521 2,716
Property, plant and equipment 38,553 37,285
Investments in affiliated companies 20,614 15,861
Loans to affiliated companies 1,460 1,265
Long-term financial assets 22,074 17,126
Non-current assets (1) 64,014 55,751
Raw materials and consumables used 9,053 10,030
Work in progress 17,352 18,153
Finished goods and merchandise 10,055 8,010
Inventories (2) 36,460 36,193
Trade receivables 34,711 28,389
Receivables from affiliated companies 2,971 1,247
Other assets 2,073 1,712
Receivables and other assets (3) 39,755 31,348
Cash in hand, bank deposits 385 2,824
Current assets 76,600 70,365
Prepaid expenses (4) 157 207
Total assets 140,771 126,323
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EUR '000 EUR '000
Subscribed capital 6,391 6,391
Capital reserves 17,753 17,753
Legal reserves 204 204
Other revenue reserves 42,100 36,750
Revenue reserves 42,304 36,954
Net retained profits 4,655 3,762
Equity (5) 71,103 64,860
Provisions for pensions and other employee benefits 20,242 19,819
Tax provisions 926 1,370
Other provisions 12,451 10,835
Provisions (6) 33,619 32,024
Bank borrowings 20,492 14,953
Payments received on account of orders 357 0
Trade payables 13,588 12,434
Liabilities to affiliated companies 900 839
Other liabilities 712 1,213
Liabilities (7) 36,049 29,439
Total equity and liabilities 140,771 126,323
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EUR "000 EUR '000
Sales revenue (11) 208,230 190,098
Increase in inventories of finished goods and work in progress 1,244 3,101
Work performed by the enterprise and capitalised (12) 527 124
Total output 210,001 193,323
Other operating income (13) 2,968 2,828
Cost of raw materials, consumables and supplies
as well as merchandise purchased -89,768 -76,719
Cost of services purchased -21,328 -24,905
Cost of materials -111,096 -101,624
Wages and salaries -47,428 -43,983
Social security and post-employment costs -9,403 -9,440
Staff costs (14) -56,831 -53,423
Amortisation of intangible non-current assets
and depreciation of property, plant and equipment (15) -9.3%4 -9,496
Other operating expenses (16) -20,236 -17,762
Income attributable to loans from financial assets 30 0
Other interest and similar income 23 19
Interest and similar expenses -2,111 -1,835
Financial result -2,058 -1,816
Result from ordinary activities 13,354 12,030
Taxes on income (17) -4,111 -4,574
Net profit for the year 9,243 7,456
Retained profits brought forward 12 6
Appropriations to revenue reserves
to other revenue reserves -4,600 -3,700
Net retained profits 4,655 3,762




Accounting Policies
BASIS OF PREPARATION

These financial statements have been prepared in ac-
cordance with the provisions set out in the German
Commercial Code (Handelsgesetzbuch - HGB) and the
German Stock Corporation Act (Aktiengesetz — AktG).
The income statement has been presented on the basis
of the nature of expense method. The financial state-
ments are presented in thousands of euros.

There have been no material changes to the accounting
policies applied in the previous year.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Intangible assets and property, plant and equipment have
been measured at historical cost. Both the individual
costs and the applicable production overheads have been
accounted for when measuring the cost of conversion of
work performed by the enterprise and capitalised.

Depreciation has been calculated using the straight-line
method as well as the diminishing balance method. Cer-
tain items of machinery as well as order-related tools
were depreciated according to the units of production
method, based on the number of units produced in the
reporting year, calculated in terms of the total number of
items specified or planned in the order. Financial assets
have been reported at the cost of purchase.

Inventories of raw materials, consumables and supplies
are recorded at the lower of average historical cost or
current cost. Unsaleable or obsolete materials have
been written down accordingly. Work in progress and
finished goods have been measured at the lower of con-
version cost or fair value on the basis of item-by-item
calculations based, in turn, on current operational ac-
counting. Costs arising from general administration and
borrowing costs have not been capitalised.

PROGRESS-WERK OBERKIRCH AG

Tooling and development contracts are measured at
cost of purchase or cost of conversion. Within this con-
text, the maximum cost of purchase or cost of conver-
sion is measured as the selling price plus revenue gen-
erated via series production.

Receivables and other assets are carried at their nomi-
nal values. Foreign-currency items have been measured
on a loss-free basis. Credit risk has been accounted for
by means of a general allowance. The discount capital-
ised in the prepaid items entry was amortised on a sys-
tematic basis over the term of the loan.

Provisions for pensions and other employee benefits
have been measured according to actuarial principles.
Provisions for pensions and early retirement obligations
have been reported at the level permissible under tax
law. The partial values ("Teilwert”, relating to allocation
from date of entry into service) calculated on the basis of
actuarial principles in accordance with Section éa of the
Income Tax Act (Einkommensteuergestz - EStG) are
based on a rate of interest of 6 per cent, applying the
Richttafeln 2005 G (actuarial mortality assumptions).
Other provisions take into account all identifiable risks
and uncertain obligations.

Liabilities are recognised on the basis of their repay-
ment amount.

Foreign-currency receivables are measured at cost, but
by no means in excess of the higher exchange rate at the
balance sheet date. Obligations denominated in a for-
eign currency are translated on the basis of the ex-
change rate applicable at the time of the transaction or
the lower exchange rates at the balance sheet date. Fi-
nancial assets are recognised on the basis of the ex-
change rate at the time of their addition.
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NOTES TO THE PWO AG FINANCIAL STATEMENTS

N

Notes to Balance Sheet

(1) NON-CURRENT ASSETS

The development of purchase and conversion costs as
well as depreciation/amortisation is presented in the
statement of changes in non-current assets (appendix

to the notes to the consolidated financial statements).

The following useful lives were applied:

Years

Software 3to4
Buildings 25to 50
Technical equipment and machinery 2t010
Operating and office equipment 3to 14
IT hardware 3tob

(2) INVENTORIES

Inventories were determined predominantly using sam-
pling methods as well as computeraided workshop in-
ventory methods. In addition to applying these methods,
calculation was carried out manually, as in the past.

(3) RECEIVABLES AND OTHER ASSETS

Receivables from affiliated companies include trade re-
ceivables of EUR 2,971 thousand (prev. year: EUR 1,247

thousand).
of which with a of which with a
remaining term remaining term
> 1year > 1year
EUR '000 EUR '000 EUR "000 EUR "000
Trade receivables 34,711 0 28,389 0
Receivables from affiliated companies 2,971 0 1,247 0
Other assets 2,073 876 1,712 987

39,755 876 31,348 987




(4) PREPAID EXPENSES

The prepaid expenses of EUR 157 thousand [prev. year:
EUR 207 thousand) are attributable to the discount as-
sociated with financial borrowings.

PROGRESS-WERK OBERKIRCH AG

(5) EQUITY

EUR "000 EUR "000 EUR "000 EUR "000 EUR "000 EUR "000
Balance at Dec. 31, 2007 6,391 17,753 204 36,750 3,762 64,860
Dividend payment - - - - -3,000 -3,000
Appropriations to other
revenue reserves - - - 750 -750 0
Net profit for the period - - - 4,600 4,643 9,243
Balance at Dec. 31, 2007 6,391 17,753 204 42,100 4,655 71,103
On May 18, 2004, Authorised Capital of EUR 2,556 thou-  (6) PROVISIONS

sand was approved by the 81st Annual General Meeting
of Shareholders. Of this, EUR 1,278 thousand was uti-
lised as a result of the capital increase in October 2005,
with the issue of 500,000 new shares. The fully paid sub-
scribed capital at the reporting date was EUR 6,391
thousand, divided into 2,500,000 shares with a notional
par value of EUR 2.56 per share.

On February 15, 2008, Consult Invest Beteiligungsbera-
tungs-GmbH, Boblingen, announced that it held a share-
holding of 55.282%.

Of the net profit an amount of EUR 4,600 thousand was
appropriated to other revenue reserves.

The “Bilanzgewinn” (net retained profits, also referred to
as unappropriated surplus) of EUR 4,655 thousand in-
cludes retained profits brought forward from the year
2006 of EUR 12 thousand. Please also refer to the pro-
posed appropriation of net retained profits.

Other provisions include essential amounts associated
with personnel-related expenses of EUR 10,636 thou-
sand [prev. year: EUR 9,176 thousand) and other identifi-
able obligations and risks for which provisions may be
recognised under German commercial law. In particu-
lar, these include expenses for profit-sharing schemes,
ERA adjustment funds, part-time employment of staff
approaching retirement, holiday and flexitime provisions
as well as anniversary bonuses.
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(7) LIABILITIES

Of the borrowings from banks, EUR 7,078 thousand
(prev. year: EUR 9,247 thousand] was secured by way of
land charges and EUR 3,802 thousand (prev. year: EUR
2,272 thousand) was secured through an assignment of
property. In addition, the usual reservations of title exist
from the supply of raw materials, consumables and sup-
plies and goods.

Receivables from affiliated companies include trade re-
ceivables of EUR 900 thousand (prev. year: EUR 839
thousand).

2007 EUR '000 EUR '000 EUR '000
Bank borrowings 20,492 11,732 1,833
Payments received on account of orders 357 357 0
Trade payables 13,588 13,588 0
Liabilities to affiliated companies 900 900 0
Other liabilities 712 712 0
- of which from taxes (513) (513) (0)
- of which attributable to social security (0) (0) (0)
36,049 27,289 1,833
2006
Bank borrowings 14,953 4,750 2,762
Trade payables 12,434 12,434 0
Liabilities to affiliated companies 839 839 0
Other liabilities 1,213 1,213 0
- of which from taxes (1,053) (1,053) (0)
- of which attributable to social security (0) (0) (0)
29,439 19,236 2,762




(8) CONTINGENT LIABILITIES

This item includes liabilities from guarantees in the
amount of EUR 28,403 thousand (prev. year: EUR 14,785
thousand) and liabilities from performance guarantee
agreements totalling EUR 0 thousand (prev. year: EUR 0
thousand) for credit liabilities of PWO Canada Inc., PWO
UNITOOLS CZ a.s. and Cartec S.A. de C.V. At the balance
sheet date, a guarantee (Avalbiirgschaft] was in place in
the amount of EUR 949 thousand (prev. year: EUR 676
thousand] for the purpose of securing credit balances
associated with part-time employment for staff ap-
proaching retirement.

(9) OTHER FINANCIAL OBLIGATIONS
At December 31, 2007, other financial obligations, includ-
ing purchase commitments, amounted to EUR 5,445 thou-

sand (prev. year: EUR 16,914 thousand).

The remaining maturities relating to these financial obli-
gations are as follows:

PROGRESS-WERK OBERKIRCH AG

2008 and following years EUR '000 EUR '000 EUR '000
Obligations arising from lease and rental contracts 3,167 2,237 0
Order commitments arising from investment orders 2,278 2,278 0
5,445 4,515 0

2008 and following years
Obligations arising from lease and rental contracts 5,376 2,850 0
Order commitments arising from investment orders 6,993 6,993 0
12,369 9,843 0

On December 4, 2006, PWO AG signed an agreement with
Cartec S.A. de C.V,, Puebla, Mexico, thereby establishing
an obligation to acquire 60 % of the interests in Cartec
S.A. de C.V. In the previous year the corresponding pur-
chase price obligation amounted to EUR 4,545 thousand.
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(10) FINANCIAL INSTRUMENTS

For the purpose of interest rate and currency hedging,
PWO uses derivative financial instruments in the form
of currency swaps as well as interest rate derivatives
that are measured at fair value.

At December 31, 2007, the following derivative financial
instruments were open:

Amorti-
Notional sation Residual
amount 2007 amount
EUR "000 EUR "000 EUR "000
Interest-rate
swap 2,679 383 1,148
Interest-rate
swap 3,094 412 1,238
Interest-rate
swap 1,000 0 1,000
Interest-rate
swap 1,800 180 1,170
Interest-rate
swap 1,500 150 1,350

The market values of financial instruments have been
determined on the basis of recognised investment tech-
nigues.

Fixed
rate

% p.a.

3.70

3.68

4.55

3.98

4.92

Variable
interest
rate

6-month
EURIBOR

3-month
EURIBOR
3-month
EURIBOR

6-month
EURIBOR

6-month
EURIBOR

Term

2003 to
2010
2003 to
2010
2004 to
2009
2004 to
2014
2007 to
2012

Fair
value

EUR "000

16

14

18

-4



Notes to income Statement

(11) SALES REVENUE

Sales revenue

PROGRESS-WERK OBERKIRCH AG

(14) STAFF COSTS AND EMPLOYEES

by region EUR '000 EUR '000 Staff costs EUR ‘000 EUR "000
Germany 154,329 145,735 Salaries and wages 47,428 43,983
Social it d
Rest of Europe 38,478 31,567 ociat securtty an
post-employment
North America 4,146 4,973 costs 9,403 9,440
Other Countries 11,277 7,823 - of which for pensions (540) (793)
208,230 190,098 56,831 53,423
Year-average
number of
(12) WORK PERFORMED BY THE ENTERPRISE AND CAPITALISED employees
Work performed by the enterprise and capitalised re- Manual workers Gl 607
lates pr|mar|ly to |nv§stm§nts in machinery and services Salaried employees 331 305
rendered in connection with the rollout of SAP software.
Core workforce 944 912
(13) OTHER OPERATING INCOME Temporary employ-
ment contracts 36 48
This item includes EUR 1,229 thousand [prev. year:
EUR 1,506 thousand) of aperiodic income. This relates  Apprentices 69 61
to income from the reversal of provisions, prior-year
1,049 1,021

refunds, etc.

The interest expense for pension provisions, in the
amount of EUR 1,190 thousand [prev. year: EUR 1,160
thousand) has been reported under interest and similar

expenses.
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(15) DEPRECIATION AND AMORTISATION

This item includes non-scheduled write-downs amount-
ing to EUR 15 thousand [prev. year: EUR 0 thousand).

(16) OTHER OPERATING EXPENSES

Other operating expenses mainly comprise commis-
sions, outward freight charges, costs of temporary work-
ers, leasing charges and maintenance expenses. In ad-
dition, this item contains legal, audit and consultancy
charges, expenses for staff training, rental costs, lease
charges as well as maintenance and travel costs. Ex-
penses also include other taxes of EUR 63 thousand
(prev. year: EUR 60 thousand). Aperiodic expenses
amounted to EUR 53 thousand (prev. year: EUR 138
thousand).

(17) TAXES ON INCOME

Taxes on income include aperiodic income of EUR 851
thousand, primarily due to the fact that the provision for
the ERA adjustment funds was recognised as being ef-
fective for tax purposes. In connection with a tax audit
for the years 2000 to 2005, this item comprised aperi-
odic expense of EUR 864 thousand and aperiodic income
of EUR 1,046 thousand in 2006, which was mainly due to
the capitalisation of corporation tax credits.

Other Information

(18) MANAGEMENT BOARD AND SUPERVISORY BOARD
COMPENSATION

Total Management Board compensation is composed of
a fixed basic salary component and a variable compo-
nent. For the 2007 financial year, Management Board
compensation due in the short term amounted to EUR
1,241 thousand [prev. year: EUR 1,266 thousand]. This
includes performance-based components amounting to
EUR 633 thousand (prev. year: EUR 682 thousand]. In
the 2006 financial year the Management Board had ad-
ditionally received compensation for previous periods in
the amount of EUR 103 thousand.

Total Supervisory Board compensation for the 2007 fi-
nancial year amounted to EUR 199 thousand (prev. year:
EUR 184 thousand).

For details on individual compensation of Management
Board and Supervisory Board members, please refer to
the Compensation Report in the combined management
report pre-pared for the Group and the parent company.

Post-employment payments for former members of the
Management Board of PWO AG and their surviving de-
pendents amounted to EUR 222 thousand (prev. year:
EUR 244 thou-sand). At the reporting date, the corre-
sponding pension provision amounted to EUR 1,665
thousand (prev. year: EUR 1,752 thousand).

(19) AUDITOR'S FEE

The auditor’s fee recognised as expense, disclosed in
accordance with Section 314 (1) no. 9 of the German
Commercial Code (Handelsgesetzbuch - HGBJ, was as
follows:

EUR "000 EUR "000
Annual audit 155 89
Other certification
and valuation services 0 0
Tax advisory services 60 35
Other services 66 34
Total 281 158

In the financial year under review, the auditor’s fee rec-
ognised as expense included an amount of EUR 46 thou-
sand not attributable to the reporting period (prev. year:
EUR 4 thousand).

No further certification and valuation services were uti-
lised.



(20) RELATED-PARTY DISCLOSURES

In the financial year under review there were no relationships with related
parties as regards the supply of goods or the rendering of services. For fur-
ther information, please refer to the dependent company report (related-
party disclosure] and the management report.

(21) INVESTMENTS IN AFFILIATED COMPANIES

At December 31, 2007, PWO AG held interests in the following companies:

PROGRESS-WERK OBERKIRCH AG

% EUR "000 EUR "000
PWO Canada Inc., Kitchener, Ontario, Canada 100 369 11,596
PWO UNITOOLS CZ a.s., Valasské Mezirici, Czech Republic 100 166 2,155
PWO Holding Co., Ltd., Hong Kong, China 100 -36 -45
PWO & BMC Holding Co., Ltd., Hong Kong, China" 50 -25 -45
PWO & BMC High-Tech Metal Components (Suzhou) Co., Ltd., China" 50 -1,077 1,004
Cartec S.A. de C.V., Puebla, Mexico 60 -50 6,162

1) Indirect holding

In 2007, PWO AG acquired a 60% interest in automotive supplier Cartec S.A. de
C.V.in Puebla, Mexico.

(22) CORPORATE GOVERNANCE

The Declaration of Conformity issued in December 2007 in relation to the
German Corporate Governance Code was made permanently available to
shareholders at www.progress-werk.de, in accordance with Section 161 of
the German Stock Corporation Act (AktG).
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Re-
Jan. 1, 2007 Additions classifications Disposals Dec. 31, 2007
EUR '000 EUR '000 EUR '000 EUR "000 EUR '000
Industrial property rights
and similar rights 4,344 432 0 0 4,776
Prepayments 10 2,188 0 0 2,198
Intangible assets 4,354 2,620 0 0 6,974
Land and buildings 27,819 514 90 8 28,415
Technical equipment
and machinery 97,125 6,564 2,253 1,759 104,183
Other equipment, operating
and office equipment 16,366 1,808 291 1,257 17,208
Prepayments and assets
under construction 2,716 1,439 -2,634 0 1,521
Property, plant and equipment 144,026 10,325 0 3,024 151,327
Investments in
affiliated companies 15,861 4,753 0 0 20,614
Loans to affiliated companies 1,265 195 0 0 1,460
Financial assets 17,126 4,948 0 0 22,074
165,506 17,893 0 3,024 180,375




Depreciation/amortisation Book values

STATEMENT OF CHANGES IN NON-CURRENT ASSETS OF PWO AG

Reversal of

PROGRESS-WERK OBERKIRCH AG
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Jan. 1, 2007 Additions write-downs Disposals Dec. 31, 2007 Dec. 31, 2007 Dec. 31, 2006
EUR '000 EUR "000 EUR '000 EUR "000 EUR '000 EUR "000 EUR '000
3,014 573 0 0 3,587 1,189 1,330

0 0 0 0 0 2,198 10

3,014 573 0 0 3,587 3,387 1,340
15,710 762 0 5 16,467 11,948 12,109
78,283 6,673 0 1,534 83,422 20,761 18,842
12,748 1,386 0 1,249 12,885 4,323 3,618

0 0 0 0 0 1,521 2,716
106,741 8,821 0 2,788 112,774 38,553 37,285
0 0 0 0 0 20,614 15,861

0 0 0 0 0 1,460 1,265

0 0 0 0 0 22,074 17,126
109,755 9,394 0 2,788 116,361 64,014 55,751
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Chairman of the Advisory Board

Eisenwerke Fried. Wilh. Diker GmbH & Co. KGaA,
Karlstadt
Member of the Supervisory Board

Procter & Gamble Holding GmbH, Schwalbach
Member of the Supervisory Board



Dipl.-Ing. Karl M. Schmidhuber, Alzenau
Market and Technology
(Chairman)

OTHER POSITIONS HELD
Beru-Eichenauer GmbH, Hatzenbihl
Chairman of the Advisory Board

Cartec S.A. de C.V,, Puebla, Mexico
Chairman of the Supervisory Board

PWO Canada Inc., Kitchener, Ontario, Canada
Director

PWO Holding Co., Ltd., Hong Kong, China
Director

PWO & BMC Holding Co., Ltd., Hong Kong, China
Director

PWO & BMC High-Tech Metal Components (Suzhoul)
Co., Ltd., Suzhou, China
Member of the Supervisory Board

Bernd Bartmann, Offenburg
Administration/Finance

OTHER POSITIONS HELD
PWO Holding Co., Ltd., Hong Kong, China
Director

PWO & BMC Holding Co., Ltd., Hong Kong, China
Director

PWO & BMC High-Tech Metal Components (Suzhoul)
Co., Ltd., Suzhou, China
Member of the Supervisory Board

Czech Republic
Member of the Supervisory Board
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Dr.-Ing. Winfried Bliimel, Oberkirch
Production and Materials Management

OTHER POSITIONS HELD
Cartec S.A. de C.V,, Puebla, Mexico
Member of the Supervisory Board

Czech Republic
Chairman of the Supervisory Board
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The Management Board proposes to the Annual General Meeting that the
net retained profits (,Bilanzgewinn”, i.e. the distributable profit) of PWO AG
in the amount of EUR 4,655,508.87 reported at December 31, 2007, be
appropriated as follows:

EUR
Distribution of a dividend of
EUR 1.30 per dividend-entitled share 3,250,000.00
Allocation to other revenue reserves 1,400,000.00
Carried forward to new account 5,508.87

The proposal for the appropriation of profits does not take into account own
shares (so-called treasury shares) held by the company. Should the compa-
ny be holding treasury shares at the time the Annual General Meeting passes
the resolution concerning the appropriation of net retained profits, the
amount to be distributed will be reduced by the portion of the dividend
amount applicable to the treasury shares. In this case, the retained profit
carried forward would be adjusted by the corresponding amount.

Oberkirch, February 28, 2008

The Management Board

ajf

Karl M. Schmidhuber Bernd Bartmann Dr. Winfried Blimel
(Chairman)

Progress-Werk Oberkirch AG
IndustriestrafBe 8 - 77704 Oberkirch
Postfach 13 44 - 77697 Oberkirch
Germany

Phone: +49 (0) 7802 84-0

Fax: +49 (0) 7802 84-356

info@ progress-werk.de
www.progress-werk.de



We have audited the annual financial statements, com-
prising the balance sheet, the income statement and the
notes to the financial statements, together with the
bookkeeping system and the combined management re-
port of Progress-Werk Oberkirch Aktiengesellschaft,
Oberkirch, for the business year from January 1 to De-
cember 31, 2007. The maintenance of the books and
records and the preparation of the annual financial state-
ments and combined management report in accordance
with German commercial law and supplementary provi-
sions of the articles of incorporation are the responsibil-
ity of the Company’'s management. Our responsibility is
to express an opinion on the annual financial statements,
together with the bookkeeping system, and the combined
management report based on our audit.

We have conducted our audit of the annual financial
statements in accordance with § 317 HGB ["Handelsges-
etzbuch”: “German Commercial Code”] and German
generally accepted standards for the audit of financial
statements promulgated by the Institut der Wirtschaft-
spriifer [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 re-
sults of operations in the annual financial statements in
accordance with German principles of proper accounting
and in the combined management report are detected
with reasonable assurance. Knowledge of the business
activities and the economic and legal environment of the
Company and expectations as to possible misstatements
are taken into account in the determination of audit pro-
cedures. The effectiveness of the accounting-related in-
ternal control system and the evidence supporting the

PROGRESS-WERK OBERKIRCH AG

disclosures in the books and records, the annual finan-
cial statements and the combined management report
are examined primarily on a test basis within the frame-
work of the audit. The audit includes assessing the ac-
counting principles used and significant estimates made
by management, as well as evaluating the overall pres-
entation of the annual financial statements and com-
bined management report. We believe that our audit pro-
vides 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
annual financial statements comply with the legal re-
quirements and supplementary provisions of the articles
of incorporation and give a true and fair view of the net
assets, financial position and results of operations of the
Company in accordance with German principles of prop-
er accounting. The combined management report is
consistent with the annual financial statements and as a
whole provides a suitable view of the Company’s position
and suitably presents the opportunities and risks of fu-
ture development.

Stuttgart, February 29, 2008
Ernst & Young AG

Wirtschaftsprifungsgesellschaft
Steuerberatungsgesellschaft

Dr. Wetzel
Wirtschaftsprifer

Wehrle
Wirtschaftsprifer
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7

A RESPONSIBILITY STATEMENT

“To the best of our knowledge, and in accordance with the applicable re-
porting principles, the consolidated financial statements give a true and fair
view of the assets, liabilities, financial position and profit or loss of the
Group, and the Group management report includes a fair review of the de-
velopment and performance of the business and the position of the Group,
together with a description of the principal opportunities and risks associa-
ted with the expected development of the Group”.



May 8, 2008

May 20, 2008
August 6, 2008
September 30, 2008
November 11, 2008

February 24, 2009

April 16, 2009
May 5, 2009

May 26, 2009

FINANCIAL CALENDAR

Interim report for the first quarter of 2008
Annual General Meeting 2008

Interim report for the first half of 2008
Capital Markets Day

Interim report for the first nine months 2008

Publication of preliminary annual financial statements
for 2008 / Analyst and press conference

Annual report 2008
Interim report for the first quarter of 2009

Annual General Meeting 2009
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