7,

/;7/ Group Income Statement

Note 2009 2008
no. EUR'000 EUR'000
6 | Revenue 206,371 260,356

Total output 206,752 264,810

8| Other operating income 5,136 4,447

Expenses from raw materials, consumables and supplies

as well as merchandise purchased -97,042 -122,196
.......... Eibéh.s'é's”flr'c')'rﬁIéé.li\'/'ii:é's'5%6\./idéd”m”m”mmm”m”mmmm””'-”1'5”,'0“2'5”“””.-”2'7';'1'1'0'
.......... Mé.t..e.';i..a.l.é.é).(béﬁsé.s.........................................................;.1:.1..2.’.6.6..7......_..1.‘.‘.9.’.366

Wages and salaries -55,073 -58,653
""""" Social security and post-employment expenses ~ -11,992  -11,999
5 | ...... Staff o iﬁéﬁ Cor T TR S e -'6'7','(')'6 - -”7'(')',.6"5"» -

Amortisation of intangible non-current assets and

.......... depreciation of property, plant and equipment -17,128 = -16,469
10 | Other operating expenses -20,577 . -25,115
Earnings before interest and taxes (EBIT) -4,949 7,715
.......... Financial income .80 .80
11|  Financialexpenses . RSSO | -5/179
Net financial result -5,501 -5,099
Earnings before taxes (EBT) -10,450 2,616
12 | Income tax expenses . . 1,501 1,265
Net profit -8,949 1,351

Of which attributable to:

............ OWners OF FWOAG | oooeeeeeeveeeenneenrneennneen R . 1440
............ MInority INEErests  o.vveveeeeeeeeeeeereeeeeeeeeenenenenene. R . 59
-8,949 1,351

Earnings per share in EUR (diluted = basic)
13 | related to earnings allocated to shareholders of PWO AG -3.58 0.58
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Consolidated Statement of Total Comprehensive Income

2009 2008
EUR'000 EUR'000
Net profit -8,949 1,351
Other comprehensive income
Derivative financial instruments
..... Net gains (losses) from cash flow hedges 3385  -3,098
..... Tax effect .89 589
Unrealised gains/losses from derivative financial
instruments 2,496 -2,509
LCurency translation e s 1,313 -2,040
Other comprehensive income / (expense) 3,809 -4,549
Total comprehensive income after tax -5,140 -3,198
Of which attributable to:
| Owners of PWO AG L ..........t>140 -2,991
Minority interests 0 -207
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7/

WA Group Balance Sheet | Assets

Note 2009 2008
no. EUR'000 EUR'000
.......... Landand bulldings | o 203 | 34,737
..o, YeChNIcAl equipment and machinery | EOASEEEN 47,569
.......... Other equipment, operating and office equipment [ 6,368 | 6506
.......... Prepayments and assets under construction WSS 10,095
14 | Property, plant and equipment 98,907
.......... Contract and customer-related development services  [EEEEEN . 842
.......... Industrial property rights and similar rights  _  ESSSEESN 4,834
__________ Goodwill . ...............538 5908
oo Assetsidentifiable as part of PP R 383
.......... PIEDRYMENLS oo | N 76
15| Intangible assets 11,289 12,043

Deferred tax assets 1,765 1,396

Non-current assets 110,215 112,346
.......... Raw materials and supplies e lQZ780 13,391
__________ Work in progress ... 15203 16,189
.......... Finished goods and merchandise ... [ESSCESEN 17,073
.......... PrEDBYMENLS e O ... 80
16 | Inventories 42,312 46,713
... Trade and other receivables 38,720 . 38,234
.......... OMher @ssets o ooceeeeeeeeieeneeieeneeieenseieenee . R | 2,904
.......... Other financial assets e d335 02
.......... Income tax receivables .92 139
17 | Receivables and other assets 44,433 42,537
18 | Cash and cash equivalents 7,704 2,265
19| Assets and asset groups held for sale 0 1,262

Current assets 94,449 92,777

Total assets 204,664 205,123
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Group Balance Sheet | Equity and Liabilities

Subscribed capital

2009
EUR'000

2008
EUR'000

20| Total equity

Interest-bearing borrowings

Non-current liabilities

Trade payables

Current liabilities

21| Total liabilitites

Total equity and liabilities
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143,199

204,664

137,143

205,123



7/

WA Group Statement of Changes in Equity

Equity attributable to shareholders of PWO AG

Cumulative income
and expense
directly recognised
in equity

Sub- Currency

scribed Capital Revenue trans- Cash flow Minority Total
EUR'000 capital reserve reserve lation hedge Total interest equity
As of Jan 1, 2009 6,391 17,155 47,727 -1,167 -2,126 67,980 0 67,980
Net profit -8,949 -8,949 -8,949
Othar ince .rh.é./ ..................................................................................................................................
expense 1,313 2,496 3,809 3,809
Total net profit 6,391 17,155 38,778 146 370 62,840 0 62,840
Dividend payment -1,375 -1,375 -1,375
As of Dec 31,2009 6,391 17,155 37,403 146 370 61,465 0 61,465
As of Jan 1, 2008 6,391 17,312 49,537 755 383 74,378 2,411 76,789
Net profit 1,440 1,440 -89 1,351
Other ince hﬁ'é'/ ..................................................................................................................................
expense -1,922 -2,509 -4,431 -118 -4,549
T R R i |
minority interests -157 -157 -157
Total net profit 6,391 17,155 50,977 -1,167 -2,126 71,230 2,204 73,434
Dividend payment 3,250 3,250 -3,250_
Minority interests o -2,204 -2,204
As of Dec 31, 2008 6,391 17,155 47,727 -1,167 -2,126 67,980 0 67,980
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Group Cash Flow Statement

Note 2009 2008
no. EUR'000 EUR'000

Net profit -8,949 1,351
........... I'D”e'b'rééié.t.iéh./'r'é'\/'é'fs'é'l'6f'\/'\/r'i.t'e"-ij.b'\/'\/'ﬁ's"féf'b'fbbé'ft'y;mm”mmmm”m”mmmmmm“'

plant and equipment 17,128 16,469
5 .I ...... Ihioma tox 'éiéb'éh'ééyféf T R IR NNN - i', . '1','2'5"5'
g .I ...... Interest incoms and 'e'>'<bé'r'1.s.é ..................................................... é;ﬁdi ........ 55','(_')'9'9'
........... éhéh.gé'i.r.l'i:'df'r'éh't"é:';'s'é.t's'mmm”””mmmmmmmm”mmmm””'3','1”7'1””'.”'2',.5”0'9'
17| Increase in non-current liabilities (excluding financial credits) 316 -841
17|  Change in current liabilities (excluding financial credits) -12,736 5,657
.1.2..| ...... Incometaxespa|d755 ....... _.3.,.4.0..5.
........... d'h'é.r"rié.r\'-'c'é's'r'\'éi(i:ié'r']'s.e”s'/'iﬁ(':'dhﬁé"”mmmmmmmm”mmmm””'2','2”7'(')””'”-'3',.2”0'4'
.........Gain/loss on disposal of property, plant and equipment 83 131

Cash flows from operating activities 6,008 25,031
19 | Income from disposal of companies 716 0
"""""" Proceeds from disposal of property, plant and equipment 611 26
"""""" Payments for investments in property, plant and equipment ~ -12,530  -30,725
... Payments for investments in intangible assets  -1,455  -3,238

Cash flows from investing activities -12,658 -33,937

Acquisition of minority shares 0 -2,600

Cash flow from financing activities 10,858 13,497
........... Net change in cash and cash equivalents 4,208 4,591
........... Effects from changing group consolidation . 65 .0
........... Effects of exchange rate changes on cash and cash equivalents =31 -7
........... Cash and cash equivalentsasof Jan1  -621  -5205

Cash and cash equivalents as of Dec 31 3,491 -621
18 | of which cash and cash equivalents from continued activities g 2200
........... of which cash and cash equivalents not from continued activities RN 55
21 | of which bank borrowing repayable on demand -4,213 -2,951
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Notes to the consolidated financial statements

Company Information

The consolidated financial statements of Progress-
Werk Oberkirch AG (PWO AG]) for the financial year
ending December 371, 2008, were authorised by
the Management Board on the basis of a resolution
passed on February 18, 2010, and were subse-
guently submitted to the Supervisory Board for ex-
amination. PWO AG is an exchange listed stock
corporation headquartered in Oberkirch, Germany.
The company’s shares are traded on XETRA, within
the Regulated Market in Frankfurt and Stuttgart, as
well as within the Regulated Unofficial Market in
Berlin, Disseldorf, Hamburg-Hannover and Munich.

PWO is one of the leading automative suppliers of
high-end metal components and subsystems de-
signed to contribute to the safety and comfort of
motor vehicles. These areas are showing sustained
above average growth irrespective of market cy-
cles. This is due to the general increase in comfort
and safety demanded by buyers in all vehicle
classes and sales regions.

Accounting Policies

1 | Basis of preparation of

Financial Statements

The consolidated financial statements are prepared
using the historical cost principle with the exception
of derivative financial instruments carried at fair
value. The income statement has been presented
on the basis of the nature of expense method. The
consolidated financial statements are presented in
thousands of Euros. Unless otherwise indicated, all
values are rounded up or down to the nearest
thousand (EUR thousand] according to the com-
mercial method.

Statement of compliance with IFRS

The consolidated financial statements of Progress-
Werk Oberkirch AG and its subsidiaries have been
prepared in accordance with International Financial
Reporting Standards (IFRS), as published by the In-
ternational Accounting Standards Board (IASB) and
as applicable in the European Union, as well as the
additional requirements set out in Section 315 a
(1] of the German Commercial Code (Handelsge-
setzbuch - HGB).

Principles of consolidation

The consolidated financial statements comprise the
financial statements of Progress-Werk Oberkirch
AG and its subsidiaries for each financial year ending
December 31. Subsidiaries are fully consolidated
effective from the acquisition date. Consolidation
ends as soon as the parent ceases to control the
subsidiary. The financial statements of the subsidi-
aries are prepared using uniform accounting poli-
cies for the same reporting periods as the financial
statements of the parent company.

Business combinations are accounted for by apply-
ing the purchase method (IFRS 3). According to
the purchase method, the acquirer allocates the
cost of a business combination by recognising the
acquiree’s identifiable assets, liabilities and contin-
gent liabilities at their fair values applicable at the
acquisition date.

Insofar as it is positive, the remaining difference is
reported as goodwill; insofar as it is negative, the
remaining difference is recognised in profit or loss.
Sales, expenses and income as well as receivables
and liabilities between consolidated entities are set
off against each other (IAS 27). Deferred taxes are
recognised for consolidation procedures with in-
come tax effects.
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The consolidated financial statements include six
foreign entities held either directly or indirectly. De-
tails relating to ownership interests, equity and
profit of the consolidated entities are outlined
below:

Annual Improvement Project 2008

As part of the first annual improvement process,
the IASB published its first improvement standard
in May 2008, which includes a large number of
IFRS amendments. Firsttime application gives rise
to no significant effects on the consolidated finan-
The companies PWO & BMC Holding Co. Ltd., Hong  cial statements.
Kong and PWO & BMC High-Tech Metal Compo-

nents (Suzhou) Co. Ltd., China were deconsolidated

in the year under review.

For further information, please refer to note 19.

Ownership Net

EUR '000 interest profit/loss Equity
PWO Canada Inc., Kitchener, Ontario, Canada 100 % -1,036 10,907
WO UNITOOLS o7 4 s, Valhiekd 'Mé'z'i.l“—.l"(“:'i', .....................................................................
Czech Republic 100% ........71,700 BESEOSH
PWO Holding Co., Ltd., Hongkong, China 100 % -201 -495
B0 H 'ilq'H.- ech tiotal 'C“dh'w'bé{héh't's' '(.éd.z.r'{o' u) & , ............................................................
Ltd., Suzhou, China ¥ 100% .......72:252 [RN2:253
PWO High-Tech Tool Trading (Suzhou) Co., Ltd.,

Suzhou, China V 100 % -26 0
PWO de México S.A. de C.V., Puebla, Mexico 2 100%  -2,963 4,491

Y Indirect holding
2 Indirect holding through PWO Canada Inc. in the amount of 1 %

2 | Changes in accounting policies
The applied accounting policies are generally con-
sistent with those applied in the previous year:

The Group implemented the following new and
revised IFRS standards and interpretations in the
financial year 2008. Should the application of a
standard or interpretation have an impact on the
description of net assets, financial position and re-
sults of operations, these effects are subsequently
specified in detail.
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IFRS 2 | Share-based Payment

In January 2008, an amendment to IFRS 2 was
published, which more precisely defines vesting
conditions and regulates the accounting treatment
of cancellations. In June 20089, the IASB published
a further revision of IFRS 2 on the scope of cash-
settled share-based payment arrangements within
a company, and how they should be accounted for.
Since no events have occurred that fall under the
area of application of these new amendments,
there are no effects on the net assets, financial po-
sition and results of operations of the Group.



IFRS 7 | Financial Instruments: Disclosures

The revised standard foresees additional specifica-
tions regarding the determination of fair value and
liquidity risk. The amendment requires a quantita-
tive analysis of the determining of fair values on the
basis of a three-level disclosure hierarchy for each
type of financial instrument recorded at fair value.

In addition, a reconciliation from the opening to the
closing balance is prescribed for level 3 fair value
measurements, as well as disclosures of key re-
classifications between level 1 and 2 of the as-
sessment hierarchy.

Furthermore, the amendment clarifies the require-
ments for disclosure of the liquidity risk for deriva-
tive-based business transactions, and assets used
for the purposes of liquidity management.

The notes relating to the calculation of fair values
are presented in note 23. The disclosures concern-
ing liquidity risk underwent no fundamental revision
as part of the revision, and are featured in note 22.

IFRS 8 | Operating Segments

From the time of its coming into force, IFRS 8 re-
places IAS 14 Segment Reporting. Following their
adoption by the Group, the relevant IFRS 8 identi-
fied operating segments correspond to the former
IAS 14 identified segments. Disclosures in accor-
dance with IFRS 8, including adjusted comparative
information, are illustrated in note 28.

IAS 1 | Presentation of Financial Statements

This standard requires separate presentations for
changes to equity that result from transactions
with owners in their capacity as owners, and other
changes to equity.

The statement of changes in equity accordingly
solely comprises details for transactions with
shareholders, while all remaining changes in equity
are presented in the form of a reconciliation for in-
dividual components of equity.

In addition, the standard introduces a statement of
comprehensive income, in which all items of income
and expense in the separate income statement, as
well as all profit or loss items recognised in equity
are presented either as an individual statement or
as two related statements.

IAS 23 | Borrowing Costs

Revised IAS 23 requires the capitalisation of bor-
rowing costs that are directly attributable to the
acquisition, construction or production of a qualify-
ing asset. The amended version must be applied for
annual periods beginning on or after January 1,
2008.

The amendment has no primary impact on the
Group’s net assets, financial position and results of
operations, since no substantial borrowing costs
directly attributable to a product required capitali-
sation since the time of the amendment's coming
into force.
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IFRIC 9 | Reassessment of Embedded Derivatives
and IAS 39 Financial Instruments: Recognition and
Measurement

The amendment to IFRIC S requires an entity to
provide an assessment as to whether an embed-
ded derivative is to be separated from a host
contract if an entity reclassifies a hybrid financial
asset from the “at fair value through profit or loss”
category.

This assessment is to be made on the basis of
circumstances that existed on the later of the fol-
lowing two dates: the time at which the entity be-
came a party to the contract, or the time at which
contract terms were revised in such a way as to
significantly alter cash flows. IAS 39 indicates that
always when the fair value of an embedded deriva-
tive cannot be reliably determined, the entire struc-
tured instrument must remain classified as at fair
value through profit or loss.

IFRIC 13 | Customer Loyalty Programmes
According to IFRIC 13, customer award credits
must be accounted for as a separately identifiable
component of the sales transactions in which they
are granted. A part of the fair value of the consid-
eration received is deferred and allocated to the
award credits.

Subsequently this part will be recognised as reve-
nue in the period in which the award credits are
redeemed. This Interpretation has no impact on the
Group’s net assets, financial position and results of
operations, as the Group has not entered any such
transactions.
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3 | Summary of significant accounting policies
Assets classified as for disposal

The available-for-sale assets reported in the previ-
ous year comprise non-current assets for which the
carrying value is recovered through a completed
sales transaction and not through continuing use.
These assets are recognised at the lower of either
carrying amount or fair value less costs to sell.

Currency Translation

The consolidated financial statements are presen-
ted in Euros, the functional currency of the parent
company. The financial reports of the companies
within the consolidated Group prepared using for-
eign currencies are translated according to the
functional currency concept (IAS 21). Each com-
pany within the Group determines its own functional
currency. The items contained in the financial
statements of the companies concerned are
measured using this functional currency.

In this context, all balance sheet items of the for-
eign consolidated entity included in the consolida-
tion scope were translated to Euros by applying the
relevant 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 trans-
ferred to the balance sheet. Exchange differences
are recognised directly in equity as a currency
translation difference.

On January 1, 2008, the functional currency of
PWO UNITOOLS CZ was changed from the Czech
koruna to the Euro (IAS 21). This was a result of the
increasing influence of the Euro on revenues, mate-
rials and other costs in particular.



Foreign currency transactions are translated ini-
tially between the functional currency and the for-
eign currency at the spot rate prevailing on the
transaction date. Monetary assets and liabilities
denominated in a foreign currency are translated at
the closing rate. All exchange differences are re-
corded in the periodic net profit or loss.

Non-monetary items that are measured at cost in a
foreign currency are translated at the foreign ex-
change rate prevailing on the transaction date.
Non-monetary items that are measured at fair
value in a foreign currency are translated 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 fairvalue adjustments
to carrying amounts of assets and liabilities arising
on the acquisition 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 finan-
cial statements:

Year-end exchange rate

Profit realisation

Revenue is recognised when it is likely that the eco-
nomic benefits of the transaction will accrue to the
Group, and the amount of revenue can be reliably
determined. Revenue is measured at the fair value
of the consideration received or claimable, minus
cash discounts, as well as VAT or other rebates.
The Group acts as principal in all sales trans-
actions.

Revenue is recognised from the sale of products
when the key opportunities and risks associated
with the sold products pass from the seller to the
buyer. This normally occurs when goods are deliv-
ered. Interest income from financial instruments
carried at amortised cost is recognised on the ba-
sis of the effective interest rate.

This is the rate that exactly discounts future cash
payments or receipts through the expected term of
the financial instrument or, when appropriate, a
shorter period to the carrying amount of the finan-
cial asset or financial liability. Interest income is re-
ported as part of financial income in the income
statement. Dividend income is recognised when the
legal claim to payment arises. Lease payments un-
der an operating lease are reported on a straight-
line basis over the lease term.

Average exchange rate

31/12/2009 31/12/2008 2009 2008
China CNY 9.77 9.61 9.52 10.22
o g R /R PO R b
HOEEON B s e RN TRy
PR Do SN R e SRR 2
Czech Republic czk 26.41 2659 26.45 24.96
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Tax

Deferred taxes are recognised using the balance
sheet liability method for all temporary differences
existing at the balance sheet date between tax
valuation rates and the carrying amounts under
IFRS. Excluded are non-tax-deductible goodwill and
temporary differences originating from initial rec-
ognition of an asset or liability in a business trans-
action which is not a business combination, and
which at the time of the transaction, influences nei-
ther IFRS results for the period nor the taxable
results.

Deferred tax assets are recognised for the carry-
forwards of unutilised tax losses and unutilised tax
credits to the extent that it is probable that future
taxable profit will be available against which the un-
used tax losses and unused tax credits can be util-
ised. 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 enacted by the balance sheet date.

Deferred taxes attributable to items accounted for
directly in equity are recognised in equity rather
than through the income statement.

Deferred tax assets and deferred tax liabilities are
offset if the Group has an enforceable right to set
off current tax assets and current tax liabilities, and
if they relate to the income taxes of the same tax-
able entity, imposed by the same taxation authority.
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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 set-
tlement date is applied for the purpose of initial
recognition.

Financial instruments are measured at cost on ini-
tial recognition; transaction costs are generally
included in initial measurement. Subsequent meas-
urement of financial instruments is dependent on
how these instruments are allocated to the cate-
gories as per IAS 39: they are measured either at
fair value or at amortised cost. IAS 39 differenti-
ates between primary and derivative financial in-
struments.

Primary financial instruments particularly relate to
trade receivables and payables, other financial as-
sets, cash and cash equivalents, bank borrowings
and other financial liabilities.

These items are measured at amortised cost. In
the case of trade receivables and payables, other
liabilities as well as cash, the carrying amount
mainly corresponds to fair value.

PWO employs currency-related derivatives in the
form of interestrate swaps, foreign exchange
swaps, options and foreign exchange forward con-
tracts to hedge interest-rate and exchange-rate
risks. They are carried at fair value both at the time
of purchase and as part of subsequent measure-
ment. In the case of derivative financial instruments
which do not fulfil the criteria of a hedging transac-
tion, 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
financial 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 effective 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 underlying the hedge comes
into effect, the associated gains and losses are re-
booked from equity to profit or loss. The fair value of
exchange-listed derivatives corresponds to the posi-
tive or negative market value. In the absence of
market values, these are calculated on the basis of
recognised valuation techniques, for instance, by
applying discounted cash flow analysis or option
pricing models.

In the case of current financial assets and financial
liabilities, the carrying amount constitutes a rea-
sonable approximation of the fair value. The Group
determines on every reporting date whether there
are indications that a financial asset or a group of
financial assets may be impaired.

To date, the Group has not elected to designate fi-
nancial assets as at fair value through profit or loss
upon initial recognition. In the case of financial liabili-
ties, to date the Group has not elected to designate
financial liabilities as at fair value through profit or
loss upon initial recognition.

The Group has to date not made use of the option
of designating financial liabilities as “Financial Liabili-
ties at Fair Value Through Profit or Loss” when en-
tering them on the balance sheet for the first time.

Property, plant and equipment

Property, plant and equipment is carried at cost
less accumulated depreciation and impairment
losses. Depreciation is performed on the basis of
the straight line method. Certain items of machin-
ery as well as contract-related tools were depreci-
ated according to the units-of-production method,
based on the number of units produced in the re-
porting year, calculated in terms of the total num-
ber of items specified or planned in the order.

Government grants are recognised when there is
reasonable assurance that the grant will be re-
ceived and that the entity will comply with the condi-
tions attached to it. Grants related to assets are
presented in the balance sheet by deducting the
grantinarriving atthe carrying amount of the asset.

Leases

On initial recognition, finance lease arrangements,
in other words, leases that transfer all the risks and
opportunities connected with the ownership of an
asset to the Group, are recognised at amounts
equal to the fair value of the leased property or, if
lower, the present value of the minimum lease
payments. Lease payments are apportioned be-
tween financial expenses and the repayment of the
outstanding lease liability; the financial expense is
allocated to periods during the lease term so that
the residual carrying amount of the lease liability is
subject to a constant interest rate.

Leased property is depreciated over the useful life
of the property. If, however, the transfer of property
to the Group is not guaranteed at the end of the
lease term, the leased property is completely de-
preciated over the shorter of the two periods, ei-
ther the expected useful life or the lease term.

Lease payments under an operating lease are ex-
pensed on a straight-ine basis over the lease term.
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Borrowing costs
Borrowing costs for 2009 amounted to EUR 72
thousand.

Intangible assets

Individually acquired intangible assets are carried at
cost less accumulated amortisation and impair-
ment losses. Intangible assets include goodwill, pat-
ents, customer-oriented development services,
software, customer relations, competition prohibi-
tions, licences and similar rights.

The Group applies the straight-ine method to amor-
tise intangible assets with finite useful lives over the
expected useful life to the estimated residual value.
Excluded from this are customer-oriented develop-
ment services, which are amortised based on their
volume. Goodwill is not amortised on a scheduled
basis. Instead, it is subject to an annual impairment
test. With the exception of goodwill, the Group has
identified no intangible assets with indefinite useful
lives.

Development costs are capitalised, if the recognition
criteria of IAS 38 are met. After initial capitalisation,
the asset is carried at cost less accumulated amor-
tisation and impairment losses.

Capitalised development costs include all directly
attributable individual costs as well as proportion-
ate overheads, and are amortised over the planned
product life span (5 to 7 years). The amortisation of
capitalised development costs form part of produc-
tion costs and are allocated to the components
through which they have been incurred.
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An impairment test relating to goodwill, other in-
tangible assets with a finite useful life, as well as
property, plant and equipment is performed annu-
ally if there are specific indications that an asset
may be impaired. An impairment loss is expensed if
the recoverable amount of the asset is less than its
carrying amount.

The recoverable amount must be determined for
each individual asset, unless the asset does not
generate cash inflows that are largely independent
of those from other assets or groups of assets. The
recoverable amount is the higher of an asset’s net
realisable value and its value in use. The net realis-
able value is the amount that can be realised from
the sale of an asset in a normal market transaction
less costs to sell.

Value in use is calculated using the discounted cash
flow method on the basis of estimated future cash
flows expected to arise from the continuing use of
an asset, and from its disposal at the end of its use-
ful life. The cash flows are derived from long-term
corporate planning; current developments are
taken into account.

The longterm corporate planning strategy ap-
proved by the Supervisory Board runs until the end
of the detailed planning period in 2012 (for the
company segments PWO UNITOOLS CZ a.s. and
PWO Canada Inc.). The Management Board ex-
tended the planning for company segment PWO de
Mexico S.A. de C.V. until 2014, in order to model
long-term projects.

Management expects significant sales growth for
all units, which will be generated especially from
new orders as well as the building up of customer
relationships already existing within the Group.



Furthermore, due to increases in productivity and
efficiency as well as quality improvements, the ma-
terials input will decrease. As a consequence, pro-
portionate staff expenses will also decline. This will
feed through to an increase in EBIT overall.

Cash flows are discounted using risk-adjusted pre-
tax capitalisation rates at the balance sheet date. In
the case of impairment testing of goodwill associ-
ated with PWO UNITOOLS CZ a. s. and PWO Can-
ada Inc., a capitalisation rate (Weighted Average
Cost of Capital - WACC) of 10.41 % (previous year:
11.32 %) and 11.80 % (previous year: 10.10 %)
was applied respectively with regard to the first
phase. The second phase (growth rate in perpetu-
ity] was calculated with a growth rate of 1.0 %
(previous year: 1.0 %] in each case.

In the case of impairment testing of goodwill asso-
ciated with PWO de México S.A. de C.V., a capitali-
sation rate (weighted average cost of capital -
WACC) of 14.36 % (previous year: 16.66 %) was
applied with regard to the first phase. Due to higher
inflation expectations, the second phase (growth
rate in perpetuity] was calculated with a growth
rate of 2.0 % (previous year: 2.0 %).

Assumptions that have been made are subject to a
certain level of sensitivity. While a change to one of
the reasonably foreseeable assumptions made to
determine the value in use for PWO UNITOOLS CZ
a.s. and PWO Canada Inc. is fundamentally possible
based on reasonable judgement, we believe it
unlikely that this carrying amount results in the car-
rying amounts of goodwill for these company units
exceeding their recoverable amounts to a signifi-
cant extent, since the actual recoverable amounts
of the company units PWO UNITOOLS CZ a.s. and
PWO Canada Inc. exceed their carrying amounts by
EUR 6,282 thousand (previous year: EUR 6,425
thousand) and EUR 3,043 thousand (previous year:
EUR 7,164 thousand), respectively.

The goodwill for the company unit PWO de México
S.A. de C.V. was written down in full following com-
parison of value in use and carrying amount as of
the balance sheet date, after expectations in the
development of the American automotive market
temporarily worsened because of the financial cri-
sis. The impairment loss is reported under amorti-
sation/write-offs in the income statement.

Where there is an indication that a write-down per-
formed in previous years is no longer applicable, the
write-down is reversed up to a maximum of the
amortised carrying amount, with the exception of
goodwill.

Inventories

Inventories of raw materials, consumables and
supplies are recognised at the lower of average
purchase price or realisable value. Unsalable or ob-
solete materials are written off accordingly. Work in
progress and finished goods are measured at the
lower of cost or net realisable value on the basis of
item-by-item calculations based, in turn, on current
operational accounting. In addition to direct costs,
cost includes appropriate portions of material and
production overheads as well as production-related
depreciation and production-related administration
costs. Costs arising from general administration
and borrowing costs are not capitalised.

Tooling and development contracts are measured
at cost. In this context, the maximum cost is recog-
nised as the selling price plus revenue generated
via series production.
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Revenue is recognised when the Group has trans-
ferred to the buyer the significant risks and oppor-
tunities relating to the ownership of the goods.

Cash

Cash includes cash on hand and shortterm bank
deposits with an original remaining term of less
than 90 days.

Provisions

Pension provisions are measured on an annual ba-
sis for the consolidated financial statements by
independent appraisers using the internationally
accepted projected unit credit method in accor-
dance with IAS 19. As part of this process, besides
pensions and acquired vested rights to future pen-
sion payments known at the reporting date, ex-
pected future increases in salaries and pensions
are taken into account. Pension commitments are
calculated on the basis of actuarial methods. Actu-
arial gains and losses are recognised through profit
or loss if the actuarial gains and losses not recog-
nised at the beginning of the financial year exceed
ten per cent of the present value of the obligation at
that date (corridor method).

Past service cost is expensed on a straight-line ba-
sis over the average period until the benefits
become vested. To the extent that the benefits are
already vested immediately following the introduc-
tion of, or changes to, a pension plan, past service
cost is expensed immediately.

Other provisions are recognised when the Group
has a present obligation, either legal or construc-
tive, as a result of a past event, it is likely that an
outflow of resources embodying economic benefits
will be required to settle the obligation, and a reli-
able estimate can be made of the amount of the
obligation. Where the effect of the time value of
money is material, provisions are discounted.

ANNUAL REPORT 2009 | NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 87

4 | Key discretionary judgements, estimates
and assumptions

In compiling the consolidated financial statements,
the Management Board made discretionary deci-
sions, estimates and assumptions which affect the
level of reported income, expenses, assets and
liabilities. The actual figures may diverge from these
estimates.

Note 30 explains the most important discretionary
decisions, future-related assumptions, and other
key sources of estimating uncertainties existing on
the reporting date, on the basis of which there is a
significant risk that a key adjustment of the carrying
amounts of assets and liabilities will be necessi-
tated within the next financial year.

5 | Published standards that do not yet require
mandatory application

Revision of IAS 32 | Classification of subscription
rights

The amendment to IAS 32 was published in Octo-
ber 2009 and is applicable to financial years begin-
ning on or after the February 1, 2010. This revision
comprises an adjustment of the definition of a finan-
cial liability in such a way that certain subscription
rights may be classified as equity instruments.

This applies if these rights are granted to current
owners of non-derivative equity instruments of the
same class of a company on a proportional basis, in
order to acquire a fixed number of equity instru-
ments of the company at a fixed price in any given
currency.



Revision of IAS 39| Qualifying hedged items

The amendment to IAS 39 was published in July
2008 and is to be applied retrospectively for finan-
cial years beginning on or after July 1, 2008. It
clarifies that it is permitted to designate only a part
of the change in fair value or the cash flow fluctua-
tions of a financial instrument as a hedged item.
These include also the designation of inflation as a
risk or portion of a financial instrument in specific
cases.

IFRS 1 | First-Time Adoption of International
Financial Reporting Standards

The revised Standard IFRS 1 was issued in Novem-
ber 2008 and must be applied by entities for financial
years beginning on or after July 1, 20089. Revisions
of the Standard are limited to editorial changes and
restructuring of the standard, and did not include
any changes to the accounting and measurement
principles for first-time appliers of IFRS.

IFRS 3 | Business Combinations (revised) and I1AS
27 | Consolidated Financial Statements (revised)
The revised Standard IFRS 3 was issued in January
2008 and must be applied by entities for financial
years beginning on or after July 1, 2008. The Stan-
dard was amended extensively as part of the con-
vergence project implemented by the IASB and
FASB.

The main revisions pertain to the introduction of a
choice in measuring non-controlling interests (pre-
viously termed “minority interests”), which are to be
measured either at fair value or at the proportion-
ate share of identifiable net assets of the acquired
company.

Particularly noteworthy is the revaluation through
profit or loss of any existing ownership interests at
the date of initially obtaining control (step acquisi-
tions) as well as the mandatory recognition at the
acquisition date of any consideration contingent on
future events, as well as the recognition through
profit or loss of transaction costs.

These revisions affect recognised goodwill, results
of the period under review in which a company was
acquired, and future results. The transitional provi-
sions include prospective application of the
amendments. There are no changes in respect of
assets and liabilities that arise from business com-
binations prior to the initial application of the new
standards.

The revised Standard IAS 27 was published in
January 2008, and is to be applied for the first time
in the financial year that starts on or after July 1,
2009. The standard requires that the disposal of
shares in a subsidiary that does not lead to a loss of
control should be recognised as a transaction with
owners in their nature as owners. As a conse-
guence, such a transaction can generate neither
goodwill nor gains and losses.

Where control of a subsidiary is lost, the remaining
stake should be re-measured at fair value and rec-
ognised as part of the calculation of the disposal
results. Losses incurred by the subsidiary should be
distributed among the parent company owners and
non-controlling interests (previously termed "minor-
ity interests") if this results in the non-controlling
interests reporting a negative balance.
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The transitional regulations include prospective ap-
plication. As a consequence, there are no changes
for assets and liabilities that result from such
transactions before the time of firsttime applica-
tion of the new standard.

Changes to IFRS 5 in the context of IFRS 2008
improvements

The changes resulting from the 2008 improvement
project were published in May 2008 and are to be
applied for the first time in the financial years be-
ginning on or after January 1, 2009, with the ex-
ception of IFRS 5, which is to be applied from July 1,
20089.

With the revision of IFRS 5 it became clear that all
assets and liabilities of a subsidiary, where a
planned disposal leads to loss of control of this sub-
sidiary, must be classified as “held for sale” when
the entity retains a non-controlling interest in the
former subsidiary after the disposal.

IFRIC 12 | Service Concession Arrangements

IFRIC Interpretation 12 was issued in November
2006 and must be applied by entities for financial
years beginning on or after January 1, 2008. This
Interpretation was adopted into EU law in March
20089, with the announcement that it should be im-
plemented in the EU at the beginning of the first
financial year after June 30, 20089, at the latest.

This Interpretation sets out general principles on
recognising and measuring the obligations and re-
lated rights in service concession arrangements.
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IFRIC 15 | Agreements for the Construction

of Real Estate

IFRS Interpretation 15 was issued in July 2008 and
must be applied by entities for financial years be-
ginning on or after January 1, 2008.

This Interpretation was adopted into EU law in July
2009, with the announcement that it should be im-
plemented in the EU at the beginning of the first
financial year after December 31, 20089, at the lat-
est. It provides guidelines as to the timing and
scope of income recognition from projects for con-
struction of real estate.

IFRIC 16 | Hedges of a Net Investment in a

Foreign Operation

IFRIC Interpretation 16 was issued in July 2008
and must be applied by entities for financial years
beginning on or after October 1, 2008. This Inter-
pretation was adopted into EU law in June 2008,
with the announcement that it should be imple-
mented in the EU at the beginning of the first finan-
cial year after June 30, 20089 at the latest.

IFRIC 16 offers guidelines, firstly, for recognising
foreign currency risks that can be hedged as part
of the hedging of a net investment, secondly, for
determining which Group companies can hold hedg-
ing instruments to hedge net investments, and
thirdly, for determining a foreign currency gain or
loss, which upon disposal of the hedged foreign op-
eration is reclassified from equity into profit or loss.
This interpretation is to be applied prospectively.



IFRIC 17 | Distribution of Non-Cash Assets

to Owners

IFRIC Interpretation 17 was issued in November
2008 and must be applied by entities for financial
years beginning on or after July 1, 2008.

It provides guidelines for the recognition and meas-
urement of obligations for the distribution of non-
cash assets to owners. The interpretation refers in
particular to the timing of recognition of a liability,
measurement of debt and of related assets, and
the timing of the de-recognition of these assets and
the recognised liability. This interpretation is to be
applied prospectively.

IFRIC 18 | Transfers of Assets from Customers
IFRIC Interpretation 18 was issued in January
2009 and must be applied by entities for reporting
periods beginning on or after July 1, 2008.

This interpretation provides guidelines for the ac-
counting treatment of agreements in which an entity
receives an item of property, plant and equipment
or cash from a customer that the entity must then
use, for example, to connect the customer to a
network and/or to provide the customer with ongo-
ing access to a supply of goods or services. In par-
ticular, the interpretation clarifies the recognition
criteria for assets transferred from customers as
well as the timing and scope of income recognition
for such business transactions. This interpretation
is to be applied prospectively.

The IASB and IFRIC have published the following
standards and interpretations, whose application
for the financial year 2008 was not yet required.
These standards and interpretations had not yet
been recognised by the EU, and are not applied by
the Group.

Revision of IFRS 1 | Additional Exemptions for
First-time Adopters

The revision of IFRS 1 was issued in July 2009 and
must be applied by entities for financial years be-
ginning on or after January 1, 2010. IFRS 1 was
changed in order to facilitate additional exemptions
of full retrospective IFRS application for the meas-
urement of assets in the “oil and gas” sector as well
as for leasing relationships.

Revision of IFRS 2 | Group Cash-settled
Share-based Payment Transactions

The revision of IFRS 2 was issued in June 2008
and must be applied by entities for financial years
beginning on or after January 1, 2010.

The revision of IFRS 2 changed the definition of
share-based payment transactions and the scope
of IFRS 2, and included additional guidelines for the
accounting treatment of group share-based pay-
ments. To this end the rule stipulates that a com-
pany recognises goods or services received accord-
ing to the regulations for equity-settled share-based
payments, if an entity’s own equity instruments are
granted in return or when the company has no ob-
ligation regarding the settlement of the share-
based payment agreement.

In all other cases, the agreement is recognised as a
cash-settled share-based payment. These principles
are valid irrespective of any intercompany rebate
agreement. In the context of the revision, the regu-
lations in IFRIC 8 Scope of IFRS 2, and IFRIC 11 -
IFRS 2 - Group and Treasury Share Transactions
were absorbed into IFRS 2, and both interpreta-
tions were superseded.
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Improvements to IFRS 2009

The improvements to IFRS 20089 are a collection of
standards that were published in April 2009, and
deal with revisions in different IFRSs. The applica-
tion dates and transitional regulations are specified
for each revised standard. Unless otherwise below
indicated, single provisions apply for the first time
for the financial year beginning on or after January
1, 2010. The Group has not yet applied the follow-
ing changes:

= |FRS 2 | Share-based Payment: It was clarified
that the transfer of a business division into the
founding of a joint venture as well as business
combinations of companies under common
control do not fall under the scope of IFRS 2.
The amended version must be applied for finan-
cial years beginning on or after July 1, 2008.

= |FRS 5 | Non-current Assets Held for Sale and
Discontinued Operations: It was clarified that in
general only non-current assets and asset sale
groups classified as “held for sale”, and disconti-
nued divisions are relevant to disclosure require-
ments for IFRS 5. The disclosure requirements
included in other IFRSs are only then to be ad-
hered to if current standards or interpretations
of these disclosures regarding assets under
IFRS 5 and discontinued divisions are expressly
required.

= |FRS 8 | Operating Segments: It was clarified
that segmental assets and liabilities must only
be disclosed if these assets and liabilities form
the subject of regular reporting to the company
officers.
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IAS 1 | Presentation of Financial Statements:
Financial instruments classified as assets and
liabilities as held for trading in accordance with
IAS 39: Recognition and Measurement may not
be automatically classified as current.

IAS 7 | Cash Flow Statements: It was clarified
that only those expenses that lead to a recogni-
tion of an asset can be classified as cash flows
from investing activities.

IAS 17 | Leases: The special guidelines on clas-
sification of leasing agreement for land were
cancelled. General guidelines will apply in the
future.

IAS 18 | Revenue: The board drafted additional
guidelines in response to the question whether
a company acts as principal or agent. No time
constraints are provided for application of this
revision in an annex to IAS 18, which is not a
component of the standard. It therefore comes
into force upon publication.

IAS 36 | Impairment of Assets: It was clarified
that a cash generating unit, to which acquired
goodwill in the context of a business combi-
nation is allocated, must not be larger than an
operating segment as per IFRS 8 prior to
aggregation according to the related criteria
specified.



IAS 38 | Intangible assets: If an intangible asset
acquired in the context of a business combina-
tion is only identifiable together with another in-
tangible asset, the acquirer may recognise this
group of intangible assets as a single asset, if
single assets of this group have the same useful
lives.

Furthermore, it was determined that the meth-
ods for assessing the fair value of intangible as-
sets acquired in the framework of a business
combination, as set out in the standard, feature
only examples.

The company has the option of employing other
methods. The amended version must be applied
to financial years beginning on or after July 1,
20089.

IAS 39 | Financial Instruments: Recognition and
Measurement: An early redemption option is
deemed closely related to the host contract,
when the exercise price of the early redemption
option is measured in a way that the lender will
thereby be refunded the approximate cash
value of the interest disadvantage for the re-
maining term of the host contract.

Furthermore, it was determined that the ex-
emption for contracts between acquirer and
seller to buy or to sell a company at a future
point in time, are valid only for binding forward
contracts but not for derivative contracts, for
which additional measures are necessary.

The third new regulation states that if the hedge
of a forecast transaction subsequently results
in the recognition of a financial asset or a finan-
cial liability, any gain or loss on the hedging
instrument previously recognised rating equity
is recycled into profit or loss in the same period
in which the financial asset or liability affects
profit or loss.

IFRIC 9 | Reassessment of Embedded Deriva-
tives: IFRIC 9 does not apply at the time of a
corporate acquisition to a potential reassess-
ment of an embedded derivative in contracts
which were acquired in the context of a busi-
ness combination or business units under
common control, or at the founding of a joint
venture.

This revision first applies to financial years be-
ginning on or after July 1, 20089.

IFRIC 16 | Hedges of a Net Investment in a
Foreign Operation: Hedging instruments can be
held by any entity with the Group, as long as the
designation, documentation and effectiveness
preconditions are fulfilled.

This revision first applies to financial years be-
ginning on or after July 1, 2008.
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IFRS 9 | Financial Instruments: Recognition

and Measurement

IFRS 9 was issued in November 20039 and must be
applied by entities for financial years beginning on
or after January 1, 2013.

The IASB developed this standard is the first part of
the project that comprehensively re-regulated the
accounting treatment of financial instruments, and
contains new regulations relating to the classifica-
tion and measurement of financial assets.

Accordingly, financial assets are dependent on their
respective characteristics, and taking the business
model or business models into consideration, are
reported at either amortised cost or fair value
through profit or loss.

All equity investments in the scope of IFRS 9 are to
be measured at fair value in the balance sheet, with
value changes recognised in profit or loss, except
for those equity investments where the entity has
made an irrevocable election at initial recognition to
measure them at fair value through other compre-
hensive income (FVTOCI), with only dividend income
recognised in profit or loss.

Revision of IFRS 1 | Limited Exemption from Com-

parative IFRS 7 Disclosures for First-time Adopters
The revision of IFRS 1 was issued in January 2010
and must be applied by entities for financial years
beginning on or after July 1, 2010. The revision
enables IFRS firsttime users to avail of existing
transitional provisions under the IFRS 7 Improving
Disclosures amendment, published in March 2008.
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IAS 24 | Related Party Disclosures

The revision of IFRS Standard 24 was issued in No-
vember 2009 and must be applied by entities for
financial years beginning on or after January 1,
2011.

This revision amends, firstly, the definition of related
parties, and, secondly, state-controlled companies
are exempted from disclosure requirements for
transactions with the state and with other compa-
nies controlled by the same state. This standard is
to be applied retrospectively.

Revision of IFRIC 14 | Prepayments of a Minimum
Funding Requirement

The revision of IFRIC 14 was issued in November
2009 and must be applied by entities for financial
years beginning on or after January 1, 2011.

Published in July 2007, the application of IFRIC 14,
which determine how entities should determine the
limits on the amount of surplus in a defined benefit
pension plan that they recognised as an asset, had
unintended consequences for companies in certain
countries.

The latest revision is intended to enable companies
to recognise prepayments for minimum funding re-
quirements as an asset.
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IFRIC 18| Extinguishing Financial Liabilities with
Equity Instruments

IFRIC 19 was issued in November 2009 and must
be applied by entities for annual periods beginning
on or after July 1, 2010.

This interpretation clarifies that an entities equity
instruments issued to a creditor are part of the
consideration paid to extinguish the financial liability.

The equity instruments are measured either at fair
value or at fair value of the liability extinguished, de-
pending on which can be more reliably ascertained.
Any difference between the carrying amount of the
financial liability extinguished and the fair value of
the issued equity instrument is included in the en-
tity's profit or loss for the period.

Notes to the Income Statement

6 | Revenue

A breakdown of Group revenue by region and prod-
uct area is presented as part of segment reporting
(see Note 29)

7 | Work performed by the enterprise and
capitalised

Work performed by the enterprise and capitalised
includes EUR 966 thousand (previous year: EUR 842
thousand) development costs requiring capitalisa-
tion according to IAS 38. Development costs mainly
consist of investment in the development of a mod-
ule carrier. A series order has existed for this pro-
ject since 2008.

8 | Other operating income

Other operating income primarily includes the can-
cellation of deferred liabilities, canteen sales and
licence income. Aperiodic expenses amounted to
EUR 1,085 thousand (previous year: EUR 947
thousand).

9 | Staff expenses and employees

EUR '000 2009
Personnel expense

Wages and salaries 55,073
Social security and pension
expenses 11,992
S 5'7',-(.)'6'5“ ..
Year-average number of

employees by divisions

(excluding apprentices)

Development and sales 122
Production and materials
management 1,125
B RURUEREEY B
Administration 117
ot e '1',"8'(')'7” ..
Apprentices 125
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10 | Other operating expenses

Other operating expenses mainly include mainte-
nance expenses, outward freight charges, ex-
penses attributable to temporary staff, rent and
leasing costs, as well as expenses for legal, auditing
and consultancy services, insurance premiums, and
staff travel costs. On December 31, 2009, expendi-
ture for rental agreements amounted to EUR 760
thousand (previous year: EUR 756 thousand] and
operating leases amounted to EUR 466 thousand
(previous year: EUR 394 thousand). Aperiodic ex-
penses amounted to EUR 133 thousand (previous
year: EUR 30 thousand).

11 | Financial expenses

Financial expenses are comprised of interest pay-
able to banks in the amount of EUR 3,965 thousand
(previous year: EUR 3,620 thousand), interest pay-
able for pension provisions in the amount of EUR
1,470 thousand (previous year: EUR 1,373 thou-
sand), interest payable for financial leases in the
amount of EUR 12 thousand (previous year: EUR
84 thousand), as well as interest payable for age-
related parttime employment in the amount of EUR
134 thousand (previous year: EUR 102 thousand).

EUR '000
Earnings before income tax

Theoretical tax expense at 27.38 % (previous year: 27.38 %)

Of the interest payable to banks, financial liabilities
not measured at fair value through profit or loss
generated interest payments in the amount of
EUR 3,640 thousand (previous year: EUR 3,167
thousand).

12 | Income tax expense
Income tax expense breaks down as follows:

EUR '000 2009
Actualtaxes -120
Deferred tax -1,381
e : '1',.5(') B

No deferred taxes were recognised for temporary
differences related to retained profits from subsidi-
aries totalling EUR 3,093 thousand (previous year:
EUR 3,666 thousand), since these profits are to be
used to fund the further expansion of business at
the individual locations.

The differences between expected income tax ex-
pense based on the calculated interest rate and
current income tax expense have been outlined in
the following reconciliation. The tax rate applied is
based on the domestic income tax rate.

Change in theoretical tax expense due to different tax rates

applicable to foreign entities

Taxes on income

car: 27.38%) | 2861 716

54 169
__________________________________________ -
___________________________________________ 13 BT
_________________________________________ -
________________________________________ .
............................................ - I
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The deferred tax assets and liabilities associated
with the relevant balance sheet items are pre-
sented below.

EUR '000
Intangible assets, tangible assets
and financial assets

Sub-total
Offset

Consolidated balance sheet amount

Please refer to note 30 for further information.

13 | Earnings per share

EPS (earnings per share] is calculated by dividing
the profit or loss attributable to equity holders of
PWO AG by the average number of total shares
issued in the financial year. No measures with dilut-
ive effects were recorded in the period under
review.

Deferred tax Deferred tax
assets liabilities

2009 2008 2009 2008
49 364 3,198 3,084
......... . ERUGelly RN
....... 5 ,59284300
....... . ,6231,56100
......... . GEEElE R

1,765 1,396 754 766

2009 2008
Earnings after tax
in EUR thousand -8,949 1,440
Average number of shares
outstanding 2,500,000 2,500,000
Earnings per share in EUR ~ -3.58  0.58
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Notes To The Balance Sheet

14 | Property, plant and equipment

The change in consolidated fixed assets is pre-
sented in the statement of changes to fixed assets
(appendix to the notes to the consolidated financial
statements). The following useful lives were applied:

Years
Software 3to5
BunldlngsZStoSO
Technical equipment and machinery 2to 10
Operating and office equipment 3to 14
TF Eardarg 1t S

15 | Intangible assets

Development costs of EUR 1,778 thousand (previ-
ous year: EUR 842 thousand] that require capitali-
sation under IAS 38 are amortised using the units
of production method as soon as development is
complete and production of series parts com-
mences. On December 31, 2009, the carrying
amount of SAP software was EUR 2,489 thousand
(previous year: EUR 3,230 thousand), which will be
amortised on a straightline basis over the next
three years (previous year: 4 years).

As at December 31, 2009, goodwill amounted to
EUR 4,331 thousand for PWO UNITOOLS CZ a.s.
and EUR 1,007 thousand for PWO Canada Inc.
Changes to goodwill arise from amendments in ex-
change rates, and from the complete write-down of
goodwill for PWO de Meéxico S.A. de C.V. in the
amount of EUR 680 thousand.

16 | Inventories

Of the total amount of inventories in the amount of
EUR 42,312 thousand (previous year: 46,713
thousand) at the balance sheet date, tool replace-
ment components in the amount of EUR 3,618
thousand (previous year: EUR 3,580 thousand) are
carried at their net realisable value.

In the period under review, a valuation adjustment
of EUR 267 thousand (previous year: EUR 110
thousand] was expensed.

17 | Receivables and other assets

As of December 31, 20089, allowances for trade
receivables and other receivables amounted to
EUR 2,096 thousand (previous year: EUR 1,261
thousand). Prior to the valuation adjustments, the
carrying amount of trade receivables and other re-
ceivables was EUR 40,816 thousand (previous
year: EUR 39,495 thousand). The changes to the
adjustment account were as follows:

EUR '000 2009
Value adjustment account

as of January 1 1,261
i R B
B RUEEUEE B
R B
Currency translation effects 3
Value adjustment account
as of December 31 2,096

The impairments, which comprise specific valuation
adjustments assessed on a case-by-case basis,
suitably reflect the risk of default. In the year under
review, the addition, and consequently the increase,
of valuation adjustments related to a few specific
cases. In the case of default, the receivable in ques-
tion is written off accordingly.

Other assets in the amount of EUR 123 thousand
(previous year: EUR O thousand] and income tax
receivables in the amount of EUR 704 thousand
(previous year: EUR 789 thousand) are classified as
non-current.
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18 | Cash and cash equivalents

Cash and cash equivalents include cash in hand as
well as short-term bank deposits. Deposits at banks
bear interest at a variable rate for shortterm call
deposits. As of December 31, 20089, the Group had
access to unutilised lines of credit where all condi-
tions required for use had already been met.

For the purposes of the consolidated cash flow
statement, cash and cash equivalents in the
amount of EUR 7,704 thousand (previous year:
EUR 2,265 thousand] as of December 31, 2009
consist of cash in hand and on deposit.

19 | Assets classified as for disposal

On January 1, 20089, a 50 % stake in the joint ven-
ture PWO & BMC Holding Co., Ltd., Hong Kong,
China, was sold. The sale generated disposal pro-
ceeds of EUR 781 thousand. The cash-effective
disposal proceeds, adjusted to reflect cash outflow,
amounted to EUR 716 thousand. The stake was
reported among "non-current assets available-for-
sale" as of December 31, 2008.

In the previous year, assets and liabilities sold were
reported among non-current assets and groups of
assets held for sale, and the liabilities in direct con-
nection with non-current assets held for sale. Non-
current assets held for sale include cash and cash
equivalents in the amount of EUR 65 thousand.

The main classifications of assets and liabilities for
the previous year are as follows:

EUR '000 2009
Assets

Property, plant and equipment 0
S . .
s .
Receivables and other assets | 0
Cash and cash equivalents | 0
Assets held forsale @~ 0
EUR '000 2009
Liabilities

Trade payables 0
Stna tabiitiag e . .
Liabilities directty
connected with assets

held for sale 0

In segment reporting, the assets and liabilities in
the previous year shown are included in the “Asia”
segment. They are not included in the notes to
other balance sheet items.
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Income and expenditure for last year is as follows:

EUR '000 2009 2008
Revenue 0 405
Miscellaneous income | 0o 131
Ei(bé'h's'é's ............................................ - i1
Net firanciai vasgie - . . R R
iﬁib'éifh%é e R
value re-measurement 0 -489
practar rasgip e R s
Income tax expense 0 0
ot arterta e R s

20 | Subscribed capital and reserves
Subscribed and approved capital

Following a resolution of the AGM on May 26,
2008, the Management Board is authorised, sub-
ject to the consent of the Supervisory Board, to in-
crease the share capital of the company in the period
up to May 26, 2014, through the issue of new
bearer shares against cash contributions on one or
more occasions by up to EUR 3,196 thousand.

The fully paid subscribed capital at the reporting
date was EUR 6,391 thousand (2008: 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 Beteiligungs-
beratungs-GmbH, Béblingen, announced that it held
a shareholding of 55.282 %.

On July 21, 2008, Delta Lloyd Europees Deel-
nemingen Fonds NV, Amsterdam, Netherlands, an-
nounced that it held a shareholding of 3.05 %.
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On October 15, 2008, Delta Lloyd Europees Deel-
nemingen Fonds NV, Amsterdam, Netherlands, an-
nounced that it held a shareholding of 5.12 %.

Capital reserves
The capital reserves includes amounts attributable
to the share premium.

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 146 thousand (previous
year: EUR -1,167 thousand] arising from the earn-
ings-neutral foreign currency translation of foreign
subsidiary financial statements are reported sepa-
rately.

In addition, this item includes the components of
the profit or loss resulting from a cash flow hedging
instrument, which is calculated as an effective
hedge.

Proposed and distributed dividends

At December 31, 2009, PWO AG reported a bal-
ance sheet profit of EUR 10 thousand. It will be
proposed at the Annual General Meeting that no
dividend is distributed for the financial year 2008.

In the 2009 financial year, a total dividend of
EUR 1,375,000.00 was paid for the 2008 financial
year (EUR 0.55 per dividend- entitled share).



21 | Liabilities

Pension provisions

Provisions for pensions and similar obligations are
formed on the basis of pension plan entitlements
for retirement, invalidity and survivors dependents’
benefits. All pension obligations are based on salary
and the length of service. The direct and indirect
obligations include those arising from current pen-
sions as well as benefits for pensions and retire-
ment allowances payable in the future.

The majority of pension provisions for defined bene-
fit pension plans concern PWO AG. A pension pro-
vision amount of EUR 106 thousand (previous year:
EUR 79 thousand] relates to PWO de México S.A.
de C.V.

The provisions for defined benefit plans are cal-
culated using the projected unit credit method in
accordance with IAS 18. This entails recognising
pension obligations using the present value of pen-
sion claims earned as of the measurement date,
taking into account the likely future increases in
pensions and salaries.

PWO Canada Inc. has defined contribution pension
plans. These give rise to an expense of EUR 33
thousand (previous year: EUR 42 thousand).

Employee contributions to the statutory state pen-
sion scheme amounted to EUR 5,774 thousand
(previous year: EUR 5,620 thousand).

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

2009
Interest rate 5.25%
Staff turnover rate 25%
Future salary trend < 40 years 35%
Future salary trend > 40 years  2.5%
Future pension adjustments 2.0%

The 10 % corridor rule is applied when measuring
pension provisions and determining pension costs.
Actuarial gains and losses are not recognised to
the extent that they are not in excess of 10 % of
the total amount of the obligation.

The following net obligations arise:

EUR '000
Present values of benefits 28,809

Actuarial gains (-)
and losses (+)

Unrecognised past service cost

Balance sheet values
as of December 31 25,930
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The changes to the cash value of defined benefit
obligations were as follows:

EUR '000 2009 2008
Present values of PWO AG benefit claims on January 1~~~ 26,221 25,592
Present values of PWO de México benefit claims on January 1~ 9 62
Interest cost 1,470 1,373
Service cost 606 600
Pension payments rendered . -1,325  -1,243
Actuarial gains (-) and losses (+) 1,731 -273
o which experiential adjustments 177 638
Past service cost 25 199
Foreign currency differences 3. -10
Present values of benefit claims on December 31 28,809 26,300

The value of pension provisions and similar obliga-
tions reported in the balance sheet changed as fol-
lows compared to the previous year:

EUR '000 2009 2008
PWO AG balance sheet values as of January 1 24,835 24,038
PWO de México balance sheet values as of January 1 79 62
.F.'é.ﬁ.s.iah..().b.lié.é.tib.h.é.)&béﬁééé..................................................................2.;.3.3.9. ........ ;5 ;667
.P.éh..s.ib.h.béyh&.e.ﬁt.é.l.'.e.haé.r.éa................................................................._.1.;.3.2.&_;......._.1.;.2.4.3
'F'(').r'éi'g.ri'c':'lj'r'r'e.h'(:'y'/di'f'féllé'hi:'éi;""”"'”"'”"m"“"'“"'”"'”"'”"mmmm”“mmm?; ........... o
Balance sheet values as of December31 25,930 24,914

Of the pension provisions reported in the balance
sheet, EUR 24,580 thousand (2008: EUR 23,594
thousand) are non-current while EUR 1,350 thou-
sand (2008: EUR 1,320 thousand) are current.
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The amounts included in the income statement are
composed as follows:

EUR '000 2009 2008
Service cost 606 600
Y i', . N i', 393
Actusriai 'Q;a.i'h's. .(._.). ................................................
and losses (+) 0 0
Past servicecost 263 94

Pension obligation

expenses

The service costs and realised actuarial losses are
reported under staff costs, while interest expense
is reported under finance costs.

The table below presents the obligations for the
current and previous reporting periods.

Contributions that required to be paid in the report-
ing period following the balance sheet date
amounted EUR O thousand.

Other provisions

Other provisions consist of necessary amounts for
personnel-related expenses and other identifiable
obligations and risks. The provisions shown in the
balance sheet comprise obligations for age-related
part-time working and service anniversaries. The
changes were as follows:

EUR '000 2009
Status January 1 3,631
Utilisation 769
Releases | 0 .
Additions 1,703
Status December 31 4,565

Contributions from the Federal Employment Agency
in the context of age-related parttime working
agreements of retiring employees are recognised
as other assets in the amount of EUR 421 thou-
sand (previous year: EUR 220 thousand), and not
under provisions.

EUR '000 2009 2008 2007 2006 2005
Present values of benefits 28,809 26,300 25,654 27,948 27,870
iféil"'\'/'élﬂené'f'i:il'é'ri'é's;s.é't'é ................................... . R o o 5
Plan surplus / deficit T 28,809 26,300 25,654 27,948 27,870
Ekbé}"ié'r'l't i .a.d.j e B . s sy Soa S .

*In 2005 no actuarial calculations were made.
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Interest-bearing loans

Of the interest-bearing loans, EUR 34,948 thou-
sand (previous year: EUR 36,924 thousand] have a
maturity of less than one year, and EUR 7,588
thousand (previous year: EUR 9,488 thousand]
have a maturity of more than five years. Bank bor-
rowings amount to EUR 86,792 thousand (previous
year: EUR 68,786 thousand).

The interest rates associated with the aforemen-
tioned borrowings are between 1.30 % and 6.37 %.
Bank borrowings repayable on demand amounted
to EUR 4,213 thousand (previous year: EUR 2,951
thousand).

Of the bank borrowings, a total of EUR 18,216
thousand (previous year: EUR 17,198 thousand)
was secured by way of land charges and mort-
gages, and EUR 16,632 thousand (previous year:
EUR 8,035 thousand] through an assignment of
property, plant and equipment. In addition, the usual
reservations of ownership exist with respect to the
supply of raw materials, consumables and supplies,
and goods.

EUR '000
Residual duration up to 1 year

Of the other liabilities, EUR 769 thousand (previous
year: EUR 639 thousand) were classified as non-
current.

Finance leases and hire purchase agreements
Finance leases for various technical equipment and
machinery in some cases incorporate purchase
options, or lessor put options.

The assets have a carrying amount of EUR 371
thousand as of December 31, 20089 (previous year:
EUR 1,601 thousand). Due to the structure of
the leases, the assets are depreciated over their
expected useful life, rather than according to the
duration of the lease agreement, pursuant to
IAS 17.28.

Future minimum lease payments from finance
leases and hire purchase agreements are recon-
ciled to their present value as follows:

Present value

Minimum lease of minimum lease

payments payments
2009 2008 2009 2008
0 677 0 665

Present value of minimum
lease payments
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Contingent liabilities and other financial obligations
A guarantee to secure age-related parttime work-
ing credits amounted to EUR 1,996 thousand (pre-
vious year: EUR 1,407 thousand).

As at December 31, 2009, other financial obliga-
tions including order commitments amounted to
EUR 6,968 thousand (previous year: EUR 10,242
thousand). These amounts apply to subsequent fi-
nancial years according to maturity as follows:

2010 2009
EUR '000 et seq. et seq.
Obligations arising from
non-cancellable lease and
rental agreements
Residual duration up to 1 year 970 496
Residual duration 1 to 5 years 368 200
Residual duration > 5 years ! 5 0
R R .1.’.3.4 RO 696
2010 2009
EUR '000 et seq et seq
Order commitments from
investment orders (tangible
and intangible assets)
Residual duration up to 1 year 5,493 8,384
Residual duration 1 to 5 years 132 1,162
Residual duration > 5 years | 0o 0
e '5.,.6'2“5. ....... !')','5.4'6'

22 | Financial risk management

The Group’s financial risk management system is
geared towards the uncertainties arising from the
future development of financial markets, and aims
to minimise adverse consequences for the overall
financial strength of the Group.

The risk management system falls within the remit
of the Management Board, which defines the gen-
eral principles and procedures of risk management.

Significant risks are explained below:

Credit risk

To reduce default risk in the case of primary finan-
cial instruments, various hedging measures are
implemented, including intensive receivables man-
agement and credit checks based on credit infor-
mation and historical data. The credit risk (default
risk) of financial assets is addressed by using ap-
propriate valuation allowances.

PWO supplies only established international auto-
mobile 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 must be, and are, addressed with
constructive 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.

As regards investments of cash and cash equiva-
lents, as well as the portfolio of derivative financial
assets, 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 diversify-
ing, and by applying particular prudence when se-
lecting its counterparties. At present, no items of
cash/cash equivalents or derivative financial assets
are overdue or impaired as a result of default.
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As of December 31, 2009, the maximum credit
risk of financial assets in the event of counterparty
default was equivalent to the carrying amounts of

these instruments.

Carrying Carrying
Amount Amount
EUR '000 2009 2008
Financial assets O 0
Trade and other receivables 38,720 38,234
Derivative financial assets
with hedging relationships 1,535 0
Derivative financial assets
without hedging relationships o 2
Deposits > 3 months O 0
Cash and cash equivalents 7,704 2,265

The analysis of overdue but not impaired trade and
other receivables as at December 31, 2009 is as

follows:

EUR '000 2009 2008
Trade and other receivables 38,720 38,234
" of which neither overdue nor

impaired 32,236 26,196
R .(.j;a.}./.s. e R

(but not impaired) 3,674 4,540
R s .d.é.yé. oo R
.. due (but not impaired) S ... 5398

of which > 90-180 days

overdue (but not impaired) 927 821
e e .d.a.)./.s. ....................................
. overdue (but not impaired) 246 . 1,903

of which > 360 days overdue

(but not impaired) 504 876
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No signs of impairment exist with respect to unim-
paired trade and other receivables as of the bal-
ance sheet date. No new terms were negotiated as
of the balance sheet date (or the balance sheet
date of the previous year) for trade and other re-
ceivables due to their being overdue or impaired.

Liquidity risk

PWO has access to sufficient lines of credit fur-
nished by several banks. Financing risks are miti-
gated by selecting an appropriate combination of
short- and longterm loans. Investments and
pre-financing associated with long-term customer
contracts are always financed on a long-term, pro-
ject-specific basis. The Group has hedged approxi-
mately 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.
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The following table shows the maturities of undis-

counted cash flows from the Group’s financial liabili-
ties on the balance sheet date:

EUR '000 < lyear 1to5years > 5years Total
December 31, 2009

Bank borrowings 36,906 48,257 8,194 93,357
" of which repayment of principal 34,948 44,256 7,588 86,792
" of which interest payment 1,958 4,001 606 6,565
'L'i'é.b'i'li't'i'é's"té'l'éééih'gj'éafh.bé'hiéé ............................ G = =
"'é'f'i/&'h'i'éh"r'ébé')}fhéh'f'b}"ﬁfiﬁ'c'ibé'l ......................... G 5
"'é'f'i/&'fiféh'}'Hié};é's'fbé'yh'v'é}ii ................................ g L
ﬁé'dé'béyéb'l'éé .......................................... 13’7720 ................ il : .3.,3.7..2..
Derivative financial instruments

with hedging relationships 856 0 0 856
L  RMUUBERUEEE R |
without hedging relationships 487 233 0 720
EUR '000 < lyear 1lto5years > 5 years Total
December 31, 2008

Bank borrowings 37,268 25,962 73,670

Trade payables 23,238 0 0 23,238
Derivative financial instruments

with hedging relationships 1,596 1,354 0 2,950
Dgresn i sl e e B T
without hedging relationships 128 416 2 546

The amounts of derivative financial instruments
with hedging relationships presented in the preced-
ing table correspond to undiscounted cash flows on
a gross basis. The following table shows the corre-
sponding reconciliation of these amounts to their
carrying amounts:
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EUR '000 < 1 year 1to5years > 5 years Total
December 31, 2009

Inflow 9,283 0 0 9,283
Ouitflow oame o ol -'16,“1'3'9' o
Net balance e o o

Interest-rate risk

In order to assess risks arising from changes in in-
terest rates, financial instruments have been cate-
gorised, 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 vari-
able 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 in-
come and expense, 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 fixed interest financial in-
struments only have an influence on the net result if
the instruments are measured at fair value. Ac-
cordingly, all fixed interest financial instruments
measured at amortised cost are not subject to in-
terest-rate risks in the meaning of IFRS 7. In con-
sideration 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 market interest rates had been 100 basis points
higher at December 31, 2009, earnings before tax
would have been EUR 101 thousand (previous year:
EUR 177 thousand) lower. If market interest rates
had been 100 basis points lower at December 31,
2009, earnings before tax would have been EUR 90
thousand (previous year: EUR 201 thousand)
higher.
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Currency risk

Currency risk is the risk of foreign-exchange-rate-
induced fluctuations in balance sheet items. A sen-
sitivity analysis is conducted for each currency 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, a foreign-
exchange-related-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 financial instruments that are non-monetary
items or from financial instruments denominated in
the functional currency. Therefore, in the case of
derivative financial instruments, only currency de-
rivatives are included in the sensitivity analysis,
since interest rate derivatives are not exposed to
currency risk.



7/

%
7/

The hypothetical effect on profit or loss and equity
for each separate primary item included in the sen-
sitivity analysis is determined by comparing the car-
rying amount (calculated on the basis of the closing
rate] with the translation amount, which in turn is
determined by applying a hypothetical exchange
rate.

If the EUR had appreciated by 10 % against the
CZK at December 31, 2008, earnings before tax
would have been EUR 5989 thousand (previous year:
EUR 1,601 thousand) higher, and equity would have
been EUR 926 thousand (previous year: EUR 1,778
thousand]) lower.

If the EUR had depreciated by 10 % against the
CZK at December 31, 2009, earnings before tax
would have been EUR 733 thousand (previous year:
EUR 1,957 thousand) lower, and equity would have
been EUR 926 thousand (previous year: EUR 1,778
thousand] higher.

If the EUR had appreciated by 10 % against the
USD at December 31, 2008, earnings before tax
would have been EUR 147 thousand higher (pre-
vious year: EUR 70 thousand lower), and equity
would have been EUR 833 thousand (previous year:
EUR 1,160 thousand) lower.

If the EUR had depreciated by 10 % against the
USD at December 31, 20089, earnings before tax
would have been EUR 1789 thousand (previous year:
EUR 86 thousand) lower, and equity would have
been EUR 719 thousand (previous year: EUR 1,160
thousand) higher.

Capital management

The primary objective of capital management within
the Group is to maintain a high credit rating and a
good equity ratio. In order to maintain the Group’s
capital structure, adjustments can be made to
shareholder dividend payments, or new shares can
be issued.

The monitoring of capital is performed via the gear-
ing ratio, which corresponds to net financial liabili-
ties in relation to equity. According to internal
Group guidelines, the target gearing is in the range
of 60 % to 80 %. As of December 31, 2008, and
December 31, 2008, there were no changes made
to the objectives and guidelines. Net financial liabili-
ties encompass interest-bearing loans less cash.

EUR '000 2009
Interest-bearing loans [ 86,792
Less cash

and cash equivalents N R
Net financial liabilities 79,088
Totalequity G B
Gearing ratio 129 %

108 PwWO PROGRESS-WERK OBERKIRCH AG | ANNUAL REPORT 2009



23 | Financial instruments
On December 31, 20089, the following derivative
financial instruments were open:

Nominal Redemp- Fixed Residual Variable Fair
EUR'000 amount tion 2009 rate amount rate Term value
Interest-rate 6-month 2003 to
SWap_ . 2,679 ... 383 . 383 3.70%  EURIBOR 2010 -8
Interest-rate 3-month 2003 to
swap 3,094 . 412 413 3.68%  EURIBOR 2010 -9
Interest-rate 6-month 2004 to
SWap_ . 1,800 ... 180 .. 810 3.98%  EURIBOR 2014 =37
Interest-rate 6-month 2007 to
SWap_ . 1,500 . 300 . 750 4.92%  EURIBOR 2012 0
Interest-rate 3-month 2009 to
swap 3,000 03000  1.84%  EURIBOR 2011 21
Interest-rate 3-month 2009 to
SWap_ . 1,000 . 0...1000  3.15%  EURIBOR 2014 -35
Interest-rate 3-month 2010 to
swap . 1,000 . 01000  3.15%  EURIBOR 2014 11
Interest-rate 1-month 2009 to
SWap_ . 1,000 . 01000  3.15%  EURIBOR 2014 -43
Interest-rate 6-month 2009 to
SWap_ . 2,587 ... 02587  522% USD-LIBOR 2011 -214
Interest-rate 3-month 2009 to
swap . 1,189 . 0. ..1,189  6.08% USD-LIBOR 2011 -93
Interest-rate 6-month 2008 to
SWap_ . 3,500 . 500 2,500 4.19%  EURIBOR 2014 -129
Interest-rate 6-month 2006 to
Swap_ . 900 . 180 .. 270 3.86% EURIBOR 2011 -7
Interest-rate 3-month 2009 to
swap . 1,000 . 01000  3.15%  EURIBOR 2014 -35
Interest-rate 6-month 2007 to
SwWap_ . 1,704 . 243 1,095 3.85% CZK-PRIBOR 2014 -34
FX forward 2010 to
contract 29,051 0 29,051 - - 2014 679"

* Application of hedge accounting
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The market value changes of derivative financial in-
struments used to hedge future cash flows were
reported directly in equity in an amount of EUR 370
thousand (previous year: EUR 2,126 thousand). In
the framework of hedge accounting, EUR 1,041
thousand (previous year: EUR 383 thousand] was
derecognised from equity and booked through
revenue in the income statement. Of the amount

On the balance sheet date, the assumption was
that all planned transactions will be realised. Fur-
thermore, it is expected that the hedged cash flows
will fall within the timeframe in the following table,
and have an effect on gains and losses.

The following table lists the carrying amounts and
fair values according to valuation categories and

de-recognised, EUR O thousand (previous year: EUR  classes:
O thousand) was due to hedge ineffectiveness.
Carrying amount Fair Value
EUR '000 2009 2008 2009 2008
Measurement
category as
ASSETS per IAS 39
Trade and other receivables LaR 38,720 38,234 38,720 38,234
Other financial assets 1,535 2 1,535 2
of which derivatives with hedging relationship n.a 1,535 0 1,535 0
e s e T T e -
hedging relationship FAHfT 0 2 0 2

Cash and cash equivalents

LIABILITIES
Interest-bearing loans 86,792 69,451 89,865 71,383
Bank borrowings

Trade payables
Other financial liabilities 1,532 3,452 1,532 3,452

of which derivatives with hedging relationship n.a. 856 2,964 856 2,964
e T T - S
hedging relationship FLHFT 676 488 676 488
of which aggregated according to IAS 39
measurement categories:
Loans and Receivables (LaR) 46,424 40,499 46,124 40,499
Financial Ascete Hold for Trod: ng '(.l-"AH'f"I"') ............................................ RSt > T . Rakak 5
Financial Liabilities Measured at Amortised Cost
(FLAC) 100,564 92,024 103,637 93,944
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The company applies the following hierarchy for de-
termining and measuring the fair value of financial
instruments according to valuation procedures:

Level 1 | Quoted prices (unadjusted) on active mar-
kets for identical assets or liabilities.

Level 2 | Procedures in which all input parameters,
which primarily affect the recognised fair value, are
either directly or indirectly observable.

Level 3 | Procedures using input parameters,
which primarily affect the recognised fair value, and
not based on observable market information.

As at December 31, 20089, the following financial
instruments carried at fair value were open:

EUR '000 Level 1 Level 2 Level 3 Total

ASSETS

Other financial assets 0 1,535 0 1,535

B S 'Wffh'ﬁéagli'rig ...............................................................................
relationship 0 1,535 0 1,535

O i deniias Hédéihé ..........................................................................
relationship 0 0 0 0

LIABILITIES

Other financial liabilities 0 1,532 0 1,532

ik derivativee Wfffz'ﬁéd_c'].iﬁg ...............................................................................
relationship 0 856 0 856

L Hédéihé ..........................................................................
relationship 0 676 0 676

As at December 31, 2009, there were no reclassi-
fications between assessments at fair value of Step
1 and Step 2 and no reclassifications into or from
values at fair value of Step 3.
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The following comprehensive income and expenses  Comprehensive income and expenditure of liabilities
rose with respect to the position of financial in- carried at fair value:
struments measured at fair value as of December

31, 2009:

EUR '000 2009
Comprehensive income and expenditure of assets Reported in the income statement:
carried at fair value: Derivatives without hedging relationship -505

Reported in equity:

EUR '000 2009 Derivatives with hedging relationship [ 63,
Reported in the income statement:
Derivatives without hedging relationship 0

Reported in equity:

Derivatives with hedging relationship 1,520 The income or expenditure from the fair value

....................................................................... measurement of derivatives without hedging rela-
tionship is reported in other operating income or

other operating expenses

The following table illustrates the net gains and
losses on financial instruments (excluding derivative
financial instruments which are included in hedge

accounting):

EUR '000 2009 2008
Loans and Receivables (LaR) -935 458

of which due to disposal 44 106
e e
~ of which due to impairment/impairment reversal -841 -26
e p Ey“e'f'féc':'t's' ......................................................... o 3o
Financial Assets Held for Trading (FAHfT) 0 -10

of which due to disposal 0 0
" of which due to re-measurement g
Financial Liabilities Measured at Amortised Cost (FLAC) 658 294

of which due to disposal 378 333
R RN NNGEMGRE [
" of which due to impairment/impairment reversal 0 0
CF wbich due B curren Ey'é'ffééig .......................................................... . IR ‘36
Financial Liabilities Held for Trading (FLHfT) -190 -513

of which due to disposal 315 0
R s Ei3
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Other Information

24 | Research and development costs

There were no research costs. Of the customer-
oriented development costs in the amount of EUR
6,765 thousand (previous year: EUR 7,020 thou-
sand], a total of EUR 866 thousand (previous year:
EUR 842 thousand) was capitalised in intangible
assets.

25 | Management Board

and Supervisory Board compensation

Overall Management Board compensation is com-
posed of a fixed basic salary component and a
variable component. For the 2008 financial year,
Management Board compensation due in the short
term amounted to EUR 648 thousand (previous
year: EUR 746 thousand). This includes perform-
ance-based components amounting to EUR O thou-
sand (previous year: EUR 117 thousand). Service
cost for pension commitments to members of the
Management Board amounted to EUR 182 thou-
sand in the 2008 year (previous year: EUR 175
thousand).

Total Supervisory Board compensation for the
2008 financial year amounted to EUR 23 thousand
(previous year: EUR 86 thousand).

The Corporate Governance report contains the
compensation report with separate sections focus-
ing on the Management Board and the Supervisory
Board. The compensation report is part of the
management report.

Pension payments for former members of the
Management Board of PWO AG and their surviving
dependents amounted to EUR 219 thousand (pre-
vious year: EUR 214 thousand). At the reporting
date, the corresponding pension provision
amounted to EUR 1,962 thousand (previous year:
EUR 2,006 thousand).

26 | Auditor’s fee

The auditor’s fee for the consolidated financial
statements that was recognised as an expense,
and disclosed in accordance with Section 314 (1)
No. 9 of the German Commercial Code (Han-
delsgesetzbuch - HGB) was as follows:

EUR '000 2009
Audit 222
Other certificationor
valuation services 0
Tax consultancy services 60
Other services . 0
Total 282

In the financial year under review, the auditor’s fee
that was recognised as an expense included an
amount of EUR 87 thousand not attributable to the
reporting period (previous year: EUR 11 thousand).

No further certification and valuation services were
utilised.

27 | Related party disclosures

Related parties include the ultimate parent com-
pany as well as the members of the Management
and Supervisory Boards. In the financial year under
review, with the exception of dividends paid, there
were no relationships between the Group and the
ultimate parent company. There were no relation-
ships with related parties as regards the supply of
goods or the rendering of services.

For further information, please refer to the de-
pendent company report (related party disclosure)
included as part of the management report.
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Key management compensation, the disclosure of
which is governed by IAS 24, includes the income of
the Management Board and the Supervisory Board.
Further details relating to individual compensation
of the Management Board and Supervisory Board
are presented in the Compensation Report. The
Compensation Report is a part of the combined
management report.

28 | Additional information on the

cash flow statement

In the cash flow statement, cash flows are pre-
sented on the basis of IAS 7. The amounts taken
into consideration in the cash flow statement com-
prise cash and bank borrowings due on demand.
The bank borrowings repayable on demand, amoun-
ting to EUR 4,213 thousand (2008: EUR 2,951
thousand), have been included in the balance sheet
as “current interest-bearing borrowings”.

29 | Segment Reporting
The aim of segment reporting is to provide informa-
tion about key Group activities.

In line with the Group’s policy implemented by the
Management Board, it is our individual production
sites which form the basis of our primary segment
reporting by region.

The segments are determined on the basis of
the location of the Group’s assets. Correspondingly,
the revenues 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”. The NAFTA region thus
comprises locations in Canada and Mexico.

Revenues, assets, liabilities and depreciation/am-
ortisation between the individual segments are
eliminated in the column “consolidation effects”.
This column also contains items that cannot be al-
located to individual segments. Segment data is
calculated in agreement with the accounting poli-
cies applied inthe consolidated financial statements.

As at December 31, 2009, just as in 2008, no
customers were identified with whom the Group
achieved at least 10 % sales revenue.
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Segment information by locations

Rest of NAFTA Consoli-

EUR '000 Germany Europe region Asia dation Group
2009 financial year
Total revenue 164,737 20,597 26,831 1,720 0 213,885
Internal revenue 3,186 3,203 1,035 0 . 0 -7,514
External revenue 161,551 17,304 25,796 1,720 0 206,371
Total output 163,425 21,053 26,475 1,835 -6,036 206,752
Keyincome . 3502 399 1780 1442  -1,987 5,136
Key expenses 154,255 20,497 29,023 4,102 -8,168 199,709
5 éb?e'i:'iét'iidﬁ/' ...........................................................................................................
amortisation 11,014 1,849 3251 298 . 716 17,128
Earnings before
interest and tax
(EBIT) 1,658 -894 -4,019 -1,123 -571 -4,949
Itoroct income et e P S o0 T .
Inierect 'éiébéh's'ém“”mm“”5,'4'6”8. ........ i','1'9'7. ........... ey 565 o0 5 ','55'1“
e éfﬁiﬁg's"iiéfé'lié' pase T e R e T
(EBT) -1,695 -2,088 -4,611 -1,485 -571 -10,450
Incometax 513 388 612 0 12 -1,501
Assets . 121,720 38,666 33,419 17,322  -6463 204,664

of which non-current
assets . 50,737 24,214 21,312 12,372 -185 108,450
Liabilities . 16,595 5807 7,386 12,493 100,958 143,199
Investments 9,028 414 1,514 3,486 -457 13,985
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7
A
77

Segment information by locations

Rest of NAFTA Consoli-

EUR '000 Germany Europe region Asia dation Group
2008 financial year
Total revenue 209,968 16826 39,746 405 ! 0 266,945
Internal revenue 3,365 3,085 -139 0 .. 0 -6,589
External revenue 206,603 13,741 39,607 405 0 260,356
Total output 210,120 20,491 40,215 405 -6,421 264,810
Keyincome 3,077 ... 803 1718 417 1,568 4,447
Key expenses 190,417 20,998 40,123 1,567 -8,032 245,073
5 éb'r'éi:'ié't'i'c')ﬁ/' ...........................................................................................................
amortisation 11,351 1,824 3081 208 . 5 ..16,469
Earnings before
interest and tax
(EBIT) ... 11,429  -1,528  -1,271  -953 38 7,715
Interest income 67 ... 23 . 1 3 24 80
Interest expense 2,874 1,219 602 508 -24 5,179
e 'a.i-iiiﬁg's'.iié'fb'Eé. pae e R R B -
(EBT) 8,622 -2,724 -1,862 -1,458 38 2,616
Income tax 2,402 -645 -504 0 12 1,265
Assets 124,155 42,603 35,058 11,441 -8,134 205,123
e T S EE e S 2T

assets 52,888 25,650 24,332 9,326 -1,246 110,950
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Segment assets and liabilities correspond to values
from the balance sheets of single Group companies.

Major non-cash items in the reporting affect the
write-off to goodwill in the amount of EUR 698
thousand (previous year: EUR O thousand] held
in the NAFTA region segment, as well as allocation
to the provisions in the Germany segment in the
amount of EUR 1,703 thousand (previous year:
EUR 1,112 thousand)

In the following table, the external sales are split
according to three strategic product areas: mecha-
nical components for electrical and electronic appli-
cations, safety components for airbags, seats and
steering, structural components and subsystems
for vehicle bodies and chassis. The product seg-
ments are discussed in the management report.

Segment information by product areas

30 | Discretionary judgements, estimates and
assumptions

The Group performs impairment tests for goodwill
at least once a year. This requires estimates to be
made with regard to the value in use of cash gen-
erating units to which goodwill is allocated.

For the purpose of estimating value in use, the
Group is required to determine, on the basis of es-
timates, the projected future cash flows associated
with the relevant cash-generating unit, as well as to
select an appropriate discount rate in order to de-
termine the present value of the aforementioned
cash flows.

On December 31, 2008, the carrying amount of
goodwill was EUR 5,338 thousand (previous year:
EUR 5,908 thousand).

Deferred tax assets are recognised for all unutilised
tax losses carried forward, to the extent that it is
probable that future taxable profit will be available
against which the unused tax losses can actually be

EUR '000

Revenue

Mechanical components
for electrical and electronic
applications 67,090 79,300

Safety components for

2009 2008

utilised.

As of December 31, 2009, deferred tax assets re-
lating to as yet underutilised tax loss carryforwards
had been formed in an amount of EUR 2,592 thou-
sand (previous year: EUR 843 thousand)

airbags, seats and steering 79,223 92,900
Structural components and ) )

) : Of this amount, EUR 430 thousand was attributable
subsystems for vehicle bodies
and chassis 60,058 88,156 to PWO AG, EUR 340 thousand to PWO Canada
Total 206,371 260,356 Inc., EUR 1,117 thousand to PWO UNITOOLS CZ

a.s. and EUR 705 thousand to PWO de México S.A.
de C.V. These corporate units reported a loss in the
current and preceding period.
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It is assumed that the deferred tax assets will re-
tain their value due to the planned business devel-
opment for the subsequent years.

The process of determining 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, 2008, the recognised value of tax
losses at the balance sheet date converted into
Euros was EUR 10,965 thousand (previous year:
EUR 4,009 thousand), while that of unrecognised
tax loss carryforwards which may be utilised for a
limited period of time was EUR 2,591 thousand
(previous year: EUR 2,196 thousand).

Of this amount, EUR 1,062 thousand lapses in
2018, and an amount of EUR 1,529 thousand
lapses in 20189. Further details can be found in
note 12.

Expense relating to defined benefit pension plans is
determined on the basis of actuarial methods.

Actuarial valuation is conducted on the basis of as-
sumptions in respect of discount rates, the ex-
pected rate of return on plan assets, future rates of
salary increase, mortality and future pension in-
creases.

In view of the long-term orientation of such plans,
these estimates are associated with significant un-
certainty.

Development costs are capitalised according to the
accounting method shown. The initial capitalisation
of costs is based on the assessment of the Group
that technical and economic feasibility has been es-
tablished.

For the purpose of determining the amounts to be
capitalised, the Group makes assumptions regard-
ing the amount of expected future cash flows from
the project, the applicable discount rates and the
period over which the expected future benefit will
accrue.

The carrying amount of capitalised development
costs on December 31, 2009, was EUR 1,778
thousand (previous year: EUR 842 thousand). This
amount mainly consists of investments in the de-
velopment of a module carrier. For this project the
series order is available since 2008.
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31 | Corporate relationships 33 | Events after the reporting date

These consolidated financial statements them-  There were no significant events after the reporting
selves are included in the consolidated financial  period.

statements of Consult Invest Beteiligungs-

beratungs-GmbH, Boblingen, as the ultimate Group

holding company, and the latter financial state-

ments are published in the Electronic Federal Ga-

zette.

32 | Corporate Governance

The Declaration of Compliance with the German
Corporate Governance Code, issued by the Man-
agement and Supervisory Boards in February 2010
has been made permanently available to share-
holders at www.progress-werk.de.

Oberkirch, February 18, 2010

The Management Board

£
I J" _,.‘r
' / 3
o qu '._-.‘__— l-l.-" .'Ir & ;_ — e
Karl M. Schmidhuber Bernd Bartmann Dr. Winfried Blimel

(Chairman)
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7,

/I,‘/'” Consolidated Statement of Changes in Non-Current Assets
(Appendix to the Notes)]

EUR '000 Acquisition and production costs

Jan 1, Reclassi- Currency Dec 31,
Dec 31, 2009 2009 Additions fications Disposals change 2009
Land and buildings 52,576 2,851 4,951 77 694 60,995
Technical equipment and machinery 155,260 4,010 2,788 1,969 2,259 162,348
Other equipment, operating and 11 I I SRR
office equipment 21,607 1,492 268 544 229 23,052
Brepayments and aseets Undar T I s s D R e
construction 10,095 4,177 -8,073 0 -115 6,084
Property, plant and equipment 239,538 12,530  -66 2,590 3,067 252,479 =

Contract and customer-related

development services 842 966 0 0 0 1,808

[hUStrial property Fights T I T
and similar rights 10,014 489 142 0 26 10,671

Gooduiil e g3 o 0T 0 o5 Gesg
[tangible Sssets identifiabie T T T
as part of PPA (PWO de México) 885 0 0 0 -20 865
Brapaymants T e o e 5 . (R
Intangible assets e iass T 66 o i15 " [,
Non-current assets 257,782 13,985 0 2,590 3,182 272,359
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Depreciation/amortisation Book values

Jan 01, Reclassi- Currency Dec 31, Dec 31, Dec 31,

2009 Additions fications Disposals change 2009 2009 2008
e LR R R o 61 ....210 = LETC N S A
RO sy 11074 0 . 1,368 1,505 R O e
e L2 U IR LA 0 . 4% 174 .. LEEE G0 | g2 |
e | " N O O O 0 .. . N S . MU |

140,631 14,731 -6 1,927 1,889 155,318 97,161 98,907
W a0 O o 0. . ... . . Cel] | . e
e R 1417 6 O 23 ... S0 N Rl 5 o
R 5L R 698" . O o RO N et S
W S0 R 252 O o 17 . 757 N L) . e
R " N O O O 0 ... . e ‘- 72

6,201 2,397 6 0 -13 8,591 11,289 12,043

146,832 17,128 0 1,927 1,876 163,909 108,450 110,950

* Impairment Goodwill PWO de México S.A. de C.V.
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7,

/I,‘)” Consolidated Statement of Changes in Non-Current Assets
(Appendix to the Notes)]

EUR '000 Acquisition and production costs

Jan 1, Reclassi- Currency Dec 31,
Dec 31, 2008 2008 Additions fications Disposals change 2008
Land and buildings 45351 8284 63 243 879 52,576 .
Technical equipment and machinery 146,861 12,575 326 1,676  -2,826 155260
Other equipment, operating and
office equipment 20176 2,382 103 793 -261 21,607
Prepayments and assets
under construction 3,112 7484 492 ! S 4. 10095
Property, plant and equipment 215,500 30,725 0 2,717 -3,970 239,538

Contract and customer-related

development services 0. ... 842 . 0. 0 . 0......842 ..
Industrial property rights

and similarrights ... Sl 2,380 2144 0. 36 DN ...
Goodwill e b L2 0 CHN 0 . 132 . 2
Intangible assets identifiable

as part of PPA (PWO de Méxoco) | . 1 0 ) 0 ! 0 . A4 B8
Prepayments . .16 1 0 . 0. 1. o
Intangible assets 15,130 3,238 0 0 -124 18,244
Non-current assets 230,630 33,963 0 2,717 -4,094 257,782
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Depreciation/amortisation Book values

Jan 01, Reclassi- Currency Dec 31, Dec 31, Dec 31,

2008 Additions fications Disposals change 2008 2008 2007
e N 1470 O 243 ...7288 . 1745 SH7ET . 25070 |
e | N 11740 o . Li7zz  -1850 BU77E D HTEES |
e | 1543 o 526 ...7208 . LSO D 2S00 e )
W T N O O . . .. . Sid2

129,845 15,053 0 1,946 -2,321 140,631 98,907 85,655
W [ O O 00 . -, U
e R 1177 O o 3. . S D N LA
I S R S O O 0. . .. S DN U 20T |
U 255 - 239 O O 24 ... - - SHE G2
—— ... 0 O O 0 . - 220 |

4,796 1,416 0 0 -11 6,201 12,043 10,334

134,641 16,469 0 1,946 -2,332 146,832 110,950 95,989
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Auditor’'s Report

We have issued the following audit opinion for the
consolidated financial statements and the Group
management report, which is combined with the
management report for Progress-Werk Oberkirch
Aktiengesellschaft, while noting the separate
reporting concerning the audit of the single-entity
annual financial statements for the parent company
(report also of February 19, 2010):

We have audited the consolidated financial
statements prepared by Progress-Werk Oberkirch
Aktiengesellschaft, Oberkirch, comprising the
income statement, statement of comprehensive
income, balance sheet, statement of changes in
equity, cash flow statement and the notes to the
consolidated financial statements, together with the
combined management report for both the parent
company and the Group for the business year from
January 1 to December 31, 2009. The preparation
of the consolidated financial statements and the
Group management report in accordance with
IFRSs as adopted by the EU, and the additional
requirements of German commercial law pursuant
to § 315a paragraph 1 HGB is 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 accordance with § 317
HGB and German generally accepted standards for
the audit of financial statements promulgated by
the Institut der Wirtschaftsprufer [Institute of
Public  Auditors in Germany] (IDW). Those
standards require that we plan and perform the
audit such that misstatements materially affecting
the presentation of the net assets, financial position
and results of operations in the consolidated
financial statements in accordance with the
applicable financial reporting framework and in the
combined management report are detected with
reasonable assurance. Knowledge of the business
activities and the economic and legal environment
of the Group and expectations as to possible

misstatements are taken into account in the

determination of audit procedures.

The effectiveness of the accounting- related internal
controlling system and the evidence supporting the
disclosures in the consolidated financial statements
and the Group management report are examined
primarily on a test basis within the framework of
the audit. The audit includes assessing the annual
financial statements of those entities included in the
scope of consolidation, the determination of entities
to be included in the scope of 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 for both the parent
company and the Group. We believe that our audit
provides a reasonable basis for our opinion.

Our audit has led to no reservations.

In our opinion, based on the findings of our audit,
the consolidated financial statements comply with
IFRSs as adopted by the EU, the additional
requirements of German commercial law pursuant
to § 315a paragraph 1 HGB as well as IFRS overall,
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
combined management report for both the parent
company and the Group 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.

Freiburg i. Br., February 19, 2010

Ernst & Young GmbH
Wirtschaftsprifungsgesellschaft

Nietzer
Wirtschaftsprufer

Ruby
Wirtschaftsprufer
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