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NOTES TO THE PWO AG FINANCIAL STATEMENTS

Notes to Income Statement (14) WORK PERFORMED BY THE ENTERPRISE
AND CAPITALISED
(13) SALES REVENUE
Work performed by the enterprise and capitalised re-

2008 2007 lates primarily to investments in machinery and services

rendered in connection with the rollout of SAP software.

Sales revenue
(15) OTHER OPERATING INCOME

by region EUR '000 EUR '000
Germany 150,632 154,329 This item includes EUR 923 thousand (prev. year: EUR
1,229 thousand) of aperiodicincome. This relates to income
Rest of Europe 44,363 38,478 from the reversal of provisions, prior-year refunds, etc.
North America 3,962 4,146
(16) STAFF COSTS AND EMPLOYEES
Other countries 11,011 11,277

The interest expense attributable to pension provisions

209,968 208,230 in the amount of EUR 1,215 thousand (prev. year EUR
1,190 thousand) is reported under interest rates and
similar expenses.

2008 2007 2008 2007

Sales revenue
by product area EUR '000 EUR '000 Staff costs EUR '000 EUR "000

Mechanical compon-
ents for electrical and

Salaries and wages 48,072 47,428

72,062 Social security
and post-employment
costs 9,763 9,403

electronic applications 74,069

Safety components
for airbags, seats
and steering 72,351 67,405 . of which for pensions (861) (540)
Structural components

and subsystems 57,835 56,831
for vehicle bodies
and chassis 63,548 68,763 Year-average number
of employees
209,968 208,230
Manual workers 609 613
Salaried employees 366 331
Core workforce 975 944
Temporary employ-
ment contracts 70 36
Apprentices 85 69

1,130 1,049
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NOTES TO THE PWO AG FINANCIAL STATEMENTS

(17) DEPRECIATION AND AMORTISATION

Thisitemincludes non-scheduled write-downs amount-
ing to EUR 0 thousand (prev. year: EUR 15 thousand).

(18) OTHER OPERATING EXPENSES

Other operating expenses primarily include outward
freight charges, expenses attributable to temporary
staff, rent and leasing costs, maintenance expenses as
well as expenses for legal, auditing and consultancy
services, expenses associated with staff training and
travel costs. Expenses also include other taxes of EUR
63 thousand [prev. year: EUR 63 thousand). Aperiodic
expenses amounted to EUR 16 thousand (prev. year:
EUR 53 thousand).

(19) TAXES ON INCOME AND EARNINGS

Taxes on income and earnings include aperiodic in-
come amounting to EUR 33 thousand. Taxes on income
in the previous year included aperiodic income of EUR
851 thousand, primarily due to the fact that the provi-
sion for the ERA adjustment funds was recognised as
being effective for tax purposes.

In connection with the changes to the Company Tax Re-
form Act 2008, the theoretical tax rate decreased from
36.80 % in 2007 to 27.38 % in 2008.

Other Information

(20) MANAGEMENT BOARD AND
SUPERVISORY BOARD COMPENSATION

Overall Management Board compensation is composed
of a fixed basic salary component and a variable com-
ponent. Forthe 2008 financial year, Management Board
compensation due in the short term amounted to EUR
746 thousand (prev. year: EUR 1,241 thousand). This in-
cludes performance-based components amounting to
EUR 117 thousand (prev. year: EUR 633 thousand).

Total Supervisory Board compensation for the 2008 fi-
nancial year amounted to EUR 86 thousand (prev. year:
EUR 199 thousand).

Further details relating to individual compensation of
the Management Board and Supervisory Board, are pre-
sented in the compensation report in the combined man-
agement report prepared for the Group and PWO AG.

Post-employment payments for former members of
the Management Board of PWO AG and their surviving
dependents amounted to EUR 214 thousand (prev. year:
EUR 222 thousand]. At the reporting date, the corre-
sponding pension provision amounted to EUR 1,639
thousand [prev. year: EUR 1,665 thousand).

(21) AUDITOR'S FEE
The auditor’s fee recognised as expense, disclosed in ac-

cordance with Section 314 (1) no. 9 of the German Com-
mercial Code (Handelsgesetzbuch - HGB), was as follows:

EUR "000 EUR '000
Annual audit 128 155
Other certification
and valuation services 0 0
Tax advisory services 39 60
Other services 3 66

Total 170 281
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In the financial year under review, the auditor’'s fee
recognised as expense included an amount of EUR 11

thousand not attributable to the reporting period (prev.

year: EUR 46 thousand).

No further certification and valuation services were
utilised.

(22) RELATED-PARTY DISCLOSURES

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 further infor-
mation, please refer to the dependent company report
(related party disclosure] and the management report.

(23) INVESTMENTS IN AFFILIATED COMPANIES

As of December 31, 2008, PWO AG held interests in the
following companies:

Ownership Net

interest  profit/loss Equity

% EUR '000 EUR '000

PWO Canada Inc., Kitchener, Ontario, Canada 100 360 9,287
PWO UNITOOLS CZ a.s., Valasské Mezirici, Czech Republic 100 -2,220 271
PWO Holding Co., Ltd., Hong Kong, China 100 -407 -478
PWO High-Tech Metal Components (Suzhou) Co., Ltd., Suzhou, China” 100 -936 3,811
PWO High-Tech Tool Trading (Suzhou) Co., Ltd., Suzhou, China" 100 -2 26
PWO & BMC Holding Co., Ltd., Hong Kong, China" 50 -8 -56
PWO & BMC High-Tech Metal Components (Suzhou) Co., Ltd., Suzhou, China n 50 -538 549
PWO de México S.A. de C.V., Puebla, Mexico? 100 -1,577 4,686

1) Indirect holding
2) Indirect holding through PWO Canada Inc. amounting to 1%

Effective from May 15, 2008, PWO AG acquired the re-
maining 40% interest in the Mexican company Cartec
S.A.de C.V. [company name changed to PWO de México
de C.V.in December 2008]. As a result the shareholding
was increased from the previous 60 % to 100 %. PWO
Canada Inc. bought 1% of the voting rights..

(24) CORPORATE GOVERNANCE

The Declaration of Conformity issued by the Manage-
ment and Supervisory Boards in December 2008 in
relation to the German Corporate Governance Code
was made permanently available to shareholders at
www.progress-werk.de.
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STATEMENT OF CHANGES IN NON-CURRENT ASSETS OF PWO AG

Cost of purchase/conversion

Reclassifi-
Jan. 1, 2008 Additions cations Disposals Dec. 31, 2008
EUR "000 EUR '000 EUR "000 EUR "000 EUR '000

Industrial property rights
and similar rights 4,776 2,239 2,144 0 9,159
Prepayments 2,198 0 -2,144 0 54
Intangible assets 6,974 2,239 0 0 9,213
Land and buildings 28,415 3,529 63 243 31,764
Technical equipment
and machinery 104,183 4,825 321 807 108,522
Other equipment, operating
and office equipment 17,208 1,272 85 342 18,223
Prepayments and assets
under construction 1,521 2,581 -469 0 3,633
Property, plant and equipment 151,327 12,207 0 1,392 162,142
Investments in
affiliated companies 20,614 4,535 0 0 25,149
Loans to
affiliated companies 1,460 5119 0 0 6,579
Financial assets 22,074 9,654 0 0 31,728

180,375 24,100 0 1,392 203,083




Depreciation/amortisation Book values
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Reversal of

Jan. 1, 2008 Additions write-downs Disposals
EUR '000 EUR "000 EUR '000 EUR "000
3,587 1,033 0 0

0 0 0 0

3,587 1,033 0 0
16,467 800 0 243
83,422 6,761 0 807
12,885 1,365 0 338

0 0 0 0
112,774 8,926 0 1,388
0 0 0 0

0 0 0 0

0 0 0 0
116,361 9,959 0 1,388

Dec. 31, 2008 Dec. 31, 2008 Dec. 31, 2007

EUR '000

1,189
2,198

3,387

11,948

20,761

4,323

1,521

38,553

20,614

1,460

22,074

64,014

!
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Dieter Maier, Stuttgart
Chairman of the Supervisory Board

Former member of the Management Board of
Baden-Wirttembergische Bank AG, Stuttgart

OTHER POSITIONS HELD

Eisenwerke Fried. Wilh. Diker GmbH & Co. KGaA,
Karlstadt

Member of the Supervisory Board

metabo AG, Nirtingen
Chairman of the Supervisory Board

Dr. jur. Klaus-Georg Hengstberger, Boblingen
Deputy Chairman of the Supervisory Board

Managing Director of Consult Invest
Beteiligungsberatungs-GmbH, Boblingen

OTHER POSITIONS HELD

Eisenwerke Fried. Wilh. Diker GmbH & Co. KGaA,
Karlstadt

Chairman of the Supervisory Board

Geriatrische Rehabilitationsklinik gGmbH, Boblingen
Member of the Supervisory Board

Klinikverbund Stidwest GmbH (Holding), Béblingen
Member of the Supervisory Board

Klinikverbund Stdwest,
Kreiskliniken Boblingen gGmbH
Member of the Supervisory Board

Klinikverbund Siidwest,
Klinikum Sindelfingen-Boblingen gGmbH
Member of the Supervisory Board

Katja Hertwig, Durbach*

Production system team employee
Member of the Works Council of PWO AG

* Employee representatives

Herbert Konig, Renchen-Erlach*
Industrial clerk and
Chairman of the Works Council of PWO AG

Ulrich Ruetz, Ludwigsburg

Former Chairman of the Management Board of
BERU AG, Ludwigsburg

OTHER POSITIONS HELD

Eisenwerke Fried. Wilh. Diker GmbH & Co. KGaA,
Karlstadt

Deputy Chairman of the Supervisory Board

Kreissparkasse Ludwigsburg
Member of the Administrative Board

Sumida Corporation, Tokio, Japan
Member of the Board

Weber-Hydraulik GmbH, Giglingen
Chairman of the Advisory Board

Wistenrot Holding AG, Ludwigsburg
Member of the Supervisory Board

Wistenrot & Wirttembergische AG, Stuttgart
Member of the Supervisory Board

Dr. Gerhard Wirth, Stuttgart
Partner at Gleiss Lutz law firm, Stuttgart

OTHER POSITIONS HELD
Karl Danzer GmbH & Co. KG, Reutlingen
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

PWO Canada Inc., Kitchener, Ontario, Canada
Director

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

PWO & BMC Holding Co., Ltd., Hong Kong, China
Director (until March 2, 2009)

PWO High-Tech Metal Components (Suzhou]
Co., Ltd., Suzhou, China
Member of the Supervisory Board (from April 1, 2008)

PWO & BMC High-Tech Metal Components (Suzhoul)
Co., Ltd., Suzhou, China
Member of the Supervisory Board (until March 2, 2009)

PWO de México S.A. de C.V., Puebla, Mexico
Chairman of the Advisory Board
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GOVERNING BODIES / 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 (until March 2, 2009)

PWO High-Tech Metal Components (Suzhou]
Co., Ltd., Suzhou, China
Member of the Supervisory Board (from April 1, 2008)

PWO & BMC High-Tech Metal Components (Suzhou)
Co., Ltd., Suzhou, China
Member of the Supervisory Board (until March 2, 2009)

PWO UNITOOLS CZ a.s., Valasské Mezirici,
Czech Republic
Member of the Supervisory Board

Dr.-Ing. Winfried Bliimel, Oberkirch
Production and Materials Management

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

PWO UNITOOLS CZ a.s., Valasské Mezirici,
Czech Republic
Chairman of the Supervisory Board
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PROPOSAL FOR THE APPROPRIATION OF PROFITS

At the Annual General Meeting, a proposal will be made for using PWO
AG’s net retained profits of EUR 2,854,180.20 recorded on December 31,

2008 as follows:

EUR
Dividend distribution of
EUR 0.55 per dividend-entitled share 1,375,000.00
Carried forward to new account 1,479,180.20

The proposal for the appropriation of profits does not take into account own
shares (so-called treasury shares) held by the company. Should the com-
pany 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, March 11, 2009

The Management Board

b e e

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

Progress-Werk Oberkirch AG
Industriestrafle 8 - 77704 Oberkirch
P. 0. Box 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 manage-
ment report of Progress-Werk Oberkirch Aktienge-
sellschaft, Oberkirch, for the business year from Ja-
nuary 1 to December 31, 2008. The maintenance of the
books and records and the preparation of the annual fi-
nancial statements and combined management report
in accordance with German commercial law and sup-
plementary provisions of the articles of incorporation
are the responsibility of the Company’'s management.
Our responsibility is to express an opinion on the annu-
al 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 [.Handels-
gesetzbuch”™: "“German Commercial Code”] and Ger-
man generally accepted standards for the audit of fi-
nancial statements promulgated by the Institut der
Wirtschaftsprifer [Institute of Public Auditors in Ger-
many] (IDW). Those standards require that we plan and
perform the audit such that misstatements materially
affecting the presentation of the net assets, financial
position and results of operations in the annual finan-
cial statements in accordance with German principles
of proper accounting and in the combined management
report are detected with reasonable assurance. Know-
ledge 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 procedures. The effectiveness
of the accounting-related internal control system and

PROGRESS-WERK OBERKIRCH AG

the evidence supporting the disclosures in the books
and records, the annual financial statements and the
combined management report are examined prima-
rily on a test basis within the framework of the audit.
The audit includes assessing the accounting principles
used and significant estimates made by management,
as well as evaluating the overall presentation of the an-
nual financial statements and 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
annual financial statements comply with the legal re-
quirements and supplementary provisions of the artic-
les 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 princip-
les of proper accounting. The combined management
report is consistent with the annual financial state-
ments and as a whole provides a suitable view of the
Company's position and suitably presents the opportu-
nities and risks of future development.

Stuttgart, March 12, 2009
Ernst & Young AG

Wirtschaftsprifungsgesellschaft
Steuerberatungsgesellschaft

Dr. Eckart Wetzel
Wirtschaftsprifer

Stefan Guhl
Wirtschaftsprifer

133



134 PWO ANNUAL REPORT 2008

U9

RESPONSIBILITY STATEMENT
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