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Employees (as of December 31)

PWO Group (incl. part-timers) 1,854 2,086 2,046 2,288 2,664

thereof in Germany 1,042 1,127 1,116 1,209 1,340

thereof in international locations 721 834 781 954 1,174

thereof trainees 91 125 149 125 150

numbers per share (EUR)

Average number of shares (in million) 2.50 2.50 2.50 2.50 2.50

Earnings per share (diluted = basic) 3.10 0.58 -3.58 2.58 3.61

Dividend per share 1.30 0.55 0.00 1.00 1.40*

XETRA share price, year-end 35.00 16.48 20.00 35.50 31.34

Cash flow (EURk)

Cash flow from operating activities 17,902 25,031 6,008 24,840 25,547

Cash flow from investing activities -26,007 -33,937 -12,658 -16,849 -26,412

Interest paid and received -2,366 -3,092 -3,748 -4,594 -4,716

Free cash flow -10,471 -11,998 -10,398 3,397 -5,581

Dividends paid -3,000 -3,250 -1,375 0 -2,500

Other cash flow from financing activities 4,408 19,839 15,981 -2,461 1,429

Net change in cash and cash equivalents in the period -9,063 4,591 4,208 936 -6,652

Return on Equity in % (based on EBT) 16.8 3.8 negative 14.2 17.2

Return on Equity in % (based on net income for the period) 10.0 2.0 negative 9.4 12.1

Net debt as % of equity 65 99 129 116 121

Equity ratio in % 40.0 33.1 30.0 30.9 31.1

Balance Sheet (EURk)

Total assets 191,790 205,123 204,664 223,459 240,735

Non-current assets 97,220 112,346 110,215 116,422 129,438

Current assets 94,570 92,777 94,449 107,037 111,297

thereof cash and cash equivalents 1,953 2,265 7,704 7,290 4,580

Equity 76,789 67,980 61,465 68,971 74,784

Interest-bearing borrowings 51,815 69,451 86,792 87,147 94,830

Other liabilities 63,186 67,692 56,407 67,341 71,121

income Statement (EURk) 2007 2008 2009 2010 2011

Revenue 259,566 260,356 206,371 264,195 331,080

Total output 262,600 264,810 206,752 270,714 328,832

Cost of materials 141,332 149,306 112,067 140,828 179,707

Staff costs 68,765 70,652 67,065 77,023 87,962

EBITDA 32,908 24,184 12,179 33,050 35,828

EBIT 16,719 7,715 -4,949 16,007 19,161

EBT 12,914 2,616 -10,450 9,803 12,880

Net income for the period 7,673 1,351 -8,949 6,459 9,016

PWO GROUP
FIVE-YEAR OVERVIEW OF 
KEY FIGURES (IFRS)



MOBIlITY.
STRUCTURE.
GROWTh.

The mobility of the future is characterised by increasing diversity 
and complexity. The growing demand for safety, comfort, improved 
performance, and lower emissions, increase the demands made 
on modern automotive designs.

In response to these trends, we at PWO are creating innovative 
solutions in products and processes - from the use of materials 
and product design to large series production. 

Our components and subsystems within the automobile remain 
largely unseen, but you can feel their contribution every day 
through more comfort and safety.

We are a leading global designer and manufacturer of sophisti-
cated components and subsystems which are built from steel, 
stainless steel, and aluminium. We use our extensive expertise  
in sheet metal forming, joining techniques, and tool development, 
in successful cooperation with global customers.

Together, we create innovative product solutions of the highest 
quality and precision, and use our leeway in modern automotive 
design to set trends.

With our local presence in key growth markets and by covering the 
full value chain, we strengthen our technological and cost leader-
ship, and hence our profitability.
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Karl M. Schmidhuber – Chairman of the Manage-
ment Board, Market and Technology:
„We are always one idea ahead. our passion and 
ambition in providing every customer with the 
best solution drives us to maximum performance. 
innovation, a thorough understanding of quality, 
a global presence, and worldwide delivery capabili-
ties, are the basis of our leading position in tech-
nology and in cost.“

Bernd Bartmann – Member of the Management 
Board Administration and Finance:
„The analysis of the data from our operations 
is the foundation of every business decision 
undertaken. for this reason, we at pWo use 
modern tools in knowledge management that 
are supported by iT and which enable us to link 
our knowledge worldwide. This is how we have 
created an optimal information structure which 
allows operative management to efficiently  
control every production location.“

BOARD OF MANAGEMENT
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Dr. Winfried Blümel – Member of the Manage-
ment Board Production and Materials:
„We view ourselves as a leading producer of 
highly-sophisticated metal components. not 
only have we developed our process know-how 
through the continuously increasing demands 
present when producing these products, but in 
many cases, our know-how has been consid-
ered at the leading edge.“

annUal REpoRT 2011
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Dear Shareholders,

In fiscal year 2011, the PWO Group continued with its consistent long-term strategy of sustaina-
ble and profitable growth through international expansion. At the same time, our German site in 
Oberkirch continued to set industry standards with regard to innovation, process efficiency, and 
profitability.

This has also reflected positively on the entire Group. In the past year, we had announced signifi-
cant earnings increases at our international locations, and today we can confirm that the peak in 
start-up costs is now behind us. Meanwhile, our location in the Czech Republic is contributing a 
substantial and positive amount to the Group EBIT. Canada has become profitable again, and the 
earnings situation in Mexico also saw a noticeable improvement. China is still in the development 
phase, as planned.

Altogether, we had an increase in Group revenue of 25.3 percent to EUR 331.1 million. Approxi-
mately EUR 20 million of this amount is attributable to the passing-on of material price increases, 
which was again possible in 2011 by coming to amicable solutions with our customers. Adjusted 
for this effect, revenue grew 18 percent. The total output increased by 21.5 percent to EUR 328.8 
million. As a result, we had exceeded our growth targets for fiscal year 2011.

Group EBIT rose by 20.0 percent to EUR 19.2 million despite being weighed down by an unusually large 
number of series production starts-ups and ramp-ups. Once more, this underlines our earnings 
strength. Currency effects positively contributed a sum of EUR 1.0 million (p/y: EUR 0.6 million). 

The tax rate evolved as expected and fell to 30.0 percent (p/y: 34.1 percent). Accordingly, net income 
grew by 39.6 percent to EUR 9.0 million (p/y: EUR 6.5 million). Earnings per share rose 40 percent 
to EUR 3.61 (p/y: EUR 2.58).

Behind these numbers are the daily efforts of our employees who ensure that the components and 
subsystems required by our customers are manufactured with the highest efficiency and delivered 
on schedule, at any time, with zero-defect quality. 

In fiscal year 2011, we had addressed the Group’s series production start-ups in a dimension that 
was previously unknown. That this was so well achieved and is just one of the special merits of our 
workforce. This takes on even more meaning since a substantial part of our recent new product 
launches had stemmed from our international sites where the processes are not at the level of 
those known at our German location.

In this respect, substantial start-up assistance was required. In Mexico, by the end of 2012, we will 
have largely replaced the existing production programme with new series orders. 

Beyond the daily demands of business operations, we were again very successful in acquiring new 
business in fiscal year 2011. Overall, we recorded a lifetime volume of more than EUR 300 million 
over the full range of our product offering. All of our sites will benefit from the new series produc-
tions so that utilisation and growth is already secured for the foreseeable future.

Particularly pleasing is that our customers entrust us with delivering a product from several of 
our locations to their various local production facilities.

On the one hand, these orders demonstrate our international delivery capabilities. On the other 
hand, they have a positive impact on our home location because the solely local suppliers without 
international coverage are not even invited to bid for such orders. 

lETTER OF ThE BOARD OF MANAGEMENT
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Our high level of innovation in product development and process design are the basis of our sales 
success. Not only do we adapt new developments at an early stage, but we often initiate new devel-
opments ourselves. Currently, we are seeing a particular benefit from the trend towards light-
weight construction which is part of the requirements for a reduction in vehicle weight and thus a 
reduction in fuel consumption.

In view of the rapidly growing demand for the deployment of high-strength steels and highly 
sophisticated joining and bonding technologies, we can today already draw on many years of expe-
rience. Our reputation in the market is excellent when it comes to the substitution of conventional 
technologies, materials, and construction methods with lighter and more efficient solutions in 
sheet metal forming. 

For these reasons, PWO Group is well positioned to grow over the next few years and strengthen 
its profitability. In fiscal year 2011, the goals we have been pursuing with our internationalisation 
strategy, had been positively reflected in our figures for the first time. In the coming years, we will 
continue to see increasing benefits from our past efforts. 

We thank our employees for their constant high commitment and their willingness to accept new 
challenges and be successful. This is the foundation of our success. 

We thank you, our shareholders, for your trust and your loyalty over the past year. We invite you to 
accompany PWO in the future and to continue to participate in our success.

Karl M. Schmidhuber   Bernd Bartmann      Dr. Winfried Blümel
(Chairman)
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In the face of the increasingly wide variety of models and the individual requirements of the differ-
ent markets, automotive manufacturers are forced to focus on their core competencies in brand 
management. This has resulted in a growing shift of the value-added components in the vehicle 
towards the suppliers. Therefore, the suppliers must exhibit extensive expertise in developing, 
manufacturing, and logistics.

here, we have met all of the necessary prerequisites. Where for decades PWO was a classic parts 
supplier to the automotive industry, today we see ourselves as a competent partner offering prod-
uct solutions which are ready for installation to solve the complex problems in modern automo-
tive engineering and where the development of the structural, safety, and comfort components are 
produced at our global sites.

pWo stands for high expertise along the entire value chain.

A NEW ROlE FOR SUPPlIERS
IN AUTOMOTIVE MANUFACTURING.

maRkET STRUCTURE

COMFORT.
Where in 1998 there were just a handful of  
electric motors providing comfort to the mid-
size car segment, in 2011 the electrical/elec-
tronic content comprised more than 30 percent 
of the total value of materials for that vehicle 
class. Today there are many small electrical aids 
in use everywhere to ensure ease of operation 
and more joy and pleasure in driving.
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AUTOMOTIVE MANUFACTURING 
NEEDS NEW IDEAS.

In the interest of making mobility more convenient, faster, safer, cheaper and more environmen-
tally friendly in the future, one thing is needed above all: a vision and bold ideas. In order to suc-
cessfully compete globally, it is not enough to just be good – but to always be better. 

Among the key challenges in automotive development is the use of lightweight technologies to 
improve energy efficiency. 

We at PWO use our extensive experience in forming and in joining technologies of metallic mate-
rials in order to develop innovative lightweight solutions for our products.

Our innovations do not emerge at random. They result from our constant quest for improvement 
in all areas. The passion to provide our customers with the best solution is what drives us to excel.

With such a variety of products, PWO is the only provider worldwide that covers such a wide range 
of metal components along the entire value chain - from product and process development to tool 
development for mass production on a global scale.

pWo stands for ideas which are always a step ahead.

innovaTivE STRUCTURES

EFFiCiEnCy.
PWO’s structure components for steering col-
umns are increasingly replacing expensive cast 
aluminium components. This significant cost 
advantage that results for our customers is pos-
sible due to our precision forming and welding 
technology. The required crash performance for 
these safety components is fully retained.
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In the following report, the Supervisory Board of Progress-Werk Oberkirch Aktiengesellschaft 
(„the Company“) describes its activities in financial year 2011. The report focuses on the collabo-
ration of the Supervisory Board with the Management Board and the key issues addressed in the 
Supervisory Board meetings. These include, in particular, the audit of the financial statements and 
consolidated financial statements. Furthermore, the Supervisory Board reports on the work of its 
committees.

In fiscal 2011, the Supervisory Board had carried out its duties and responsibilities as defined by 
the law and the Articles of Association of the Company and its Rules of Procedure. The Board also 
oversaw the internal control systems for accounting, compliance, and operational risks, as well 
as the internal auditing system and the group-wide risk management system.

To this end, the Supervisory Board and the Management Board had continually cooperated and 
had maintained close dialogue. The exchanges with the Management Board had also included all 
other major issues concerning the development of the Company and the Group. The Supervisory 
Board advised the Management Board on a regular basis and monitored the Company’s manage-
ment in the aspects of legality, expediency, and efficiency. The Management Board had directly 
involved the Supervisory Board in decisions of fundamental importance for the Company or the 
Group. Above all, both Boards had coordinated closely in matters relating to the strategic direc-
tion of the Group.

The Supervisory Board was kept fully informed by the Management Board in a timely and compre-
hensive manner on the basis of detailed verbal and written reports. This communication addressed, 
in depth, all significant issues with regards to market trends of relevance to the Company and the 
Group, the current state of the business, as well as the position of the Company and the Group. 
The short-term and long-term corporate planning, on-going development projects, investments, 
and the strategic development of the Group, were all discussed in detail. Moreover, the liquidity 
and risk situation as well as the Group’s risk management system, were topics brought up by 
information supplied by the Management Board. Deviations from forecasts and targets as well as 
the appropriate measures to address these deviations, were discussed in detail by the Manage-
ment Board and reviewed by the Supervisory Board.

The Management Board’s reports were critically reviewed by the Supervisory Board with regard to 
their plausibility. The Supervisory Board has noted that the subject and scope of the reporting 
requirements of the Supervisory Board were fully met by the Management Board. After a thorough 
examination and discussion, the Supervisory Board has approved the reports and proposals of the 
Management Board, to the extent required by the legal and statutory provisions. Matters requir-
ing the Supervisory Board’s approval were submitted in a timely manner for resolution by the Man-
agement Board.

In the periods between the meetings, the Supervisory Board was immediately and thoroughly 
informed through the verbal and written reports of the Management Board on specific business 
transactions which were deemed vital to the assessment of the Company’s or Group’s situation, 
development, and management. In the reporting year, no incidents have occurred which could be 
classified as unusual or problematic.

The Chairman of the Supervisory Board was also personally in regular and intensive contact with 
the Management Board and kept himself regularly informed of the current state of business and 
key business events. The Chairman had also briefed the other Supervisory Board members out-
side of the regularly scheduled meetings, and had discussed developments with them.

Conflicts of interest involving members of the Management Board and the members of the Super-
visory Board, which would require immediate disclosure to the Supervisory Board as well as noti-

REPORT OF ThE SUPERVISORY BOARD

Dieter Maier 
(Chairman)

REpoRT of ThE SUpERviSoRy BoaRD
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fication to the Annual General Meeting, did not occur in this fiscal year. It was approved by the 
Supervisory Board that the management award a mandate to the law firm Gleiss lutz, in which 
the Supervisory Board member Dr. Wirth is a partner.

ThE WoRk of ThE plEnaRy

Since fiscal year 2009, the Supervisory Board has stepped up its activities: firstly, due to the then-
critical development of the automotive and supplier industries, and secondly, due to the strong 
economic recovery in the industry. Both of these events were assessed as having above average 
risk. During the 2011 reporting year, the plenary also met six times; namely January 31, March 14, 
May 25, July 26, September 28, and December 13, 2011. In addition, in April 2011 resolutions and 
adoptions were performed by the Board by telephone. There were no meetings of the Supervisory 
Board where members were absent without excuse. Additionally, there were no members of the 
Supervisory Board who had attended fewer than half of the meetings. All members were always 
present almost without exception. 

The Supervisory Board regularly and closely concerns itself with the corporate strategy, the cur-
rent market conditions, on-going project development, and the status of investments. In all of the 
Supervisory Board meetings, with the exception of the first meeting of the year, the respective 
reports on the business and operational situation of the Management Board were discussed. In 
addition, the topics discussed had included the Annual General Meeting, the expansion of the main 
plant in Oberkirch, questions on financing and currency management, the development of the 
subsidiaries, and the updated projections for the year. Other topics were also included in the sub-
sequent meeting agendas:

At the meeting of January 31, 2011, the Supervisory Board dealt with questions on corporate gov-
ernance issues, including the efficiency audit of the Supervisory Board‘s activities and the details 
of the planned investment. 

At the meeting of March 14, 2011, the financial statements and the consolidated financial state-
ments of fiscal year 2010 were thoroughly examined and approved. The auditor was present and 
reported the key results of the audit.

At the meeting of May 25, 2011, the Supervisory Board extended the terms of office and the 
employment contract of Management Board member Dr. Winfried Blümel for another five years 
until April 18, 2017. Additionally, the contract of board member Karl M. Schmidhuber was also 
extended until the conclusion of the Annual General Meeting in 2014, that is, until his transition 
into retirement. here, the remuneration of all board members was adapted according to the pro-
visions of the Act on the Appropriateness of Executive Remuneration (VorstAG). 

The key topics of the meeting which had taken place on December 13, 2011 were the presentation, 
discussion, and adoption of the medium-term plan through 2014 in terms of earnings develop-
ment, the balance sheet, and financing, as well as the personnel and investment requirements. 
Furthermore, the Supervisory Board dealt with various topics of corporate governance, particu-
larly, the efficiency review of the Supervisory Board’s work and their duty of examination of the 
completeness and regularity of questions put to the Management Board by the Supervisory Board. 
At this meeting, the Supervisory Board, together with the Management Board, had also discussed 
and passed a resolution concerning the declaration of compliance of Progress-Werk Oberkirch AG 
pursuant to Section 161 of the German Stock Corporation Act (AktG) relating to the recommenda-
tions of the „Government Commissioned German Corporate Governance Code“ in its version of 
May 26, 2010 and the deviations from these recommendations.

The Corporate Governance Report, which is reproduced in the 2011 annual report of Progress-

REpoRT of ThE SUpERviSoRy BoaRD
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ThE WoRk of ThE CommiTTEES

Werk Oberkirch AG, and the Annual Corporate Governance Statement pursuant to Section 289a of 
the German Commercial Code (hGB), contains further remarks about corporate governance. 
These are accessible on the website of Progress-Werk Oberkirch AG (www.progress-werk.de).

At the meeting on March 26, 2012 the Supervisory Board dealt in depth with the financial state-
ments and consolidated financial statements of fiscal year 2011, including the amalgamated man-
agement report for the Company and the Group, the Management Board‘s proposal for appropri-
ation of unappropriated retained earnings, and the dependence report of the Management Board 
pursuant to Section 312 of the German Stock Corporation Act (AktG). In accordance with Section 
315a of the German Commercial Code (hGB), no consolidated financial statements according to 
hGB were prepared. 

The accounting, financial statements, consolidated financial statements, amalgamated manage-
ment report for the Company and the Group, and the dependency report, were audited and fur-
nished with an unqualified audit opinion by Ernst & Young Gmbh, Wirtschaftsprüfungsgesells-
chaft, Stuttgart. The audit opinion furnished by Ernst & Young Gmbh with regard to related par-
ties disclosure was as follows: „In accordance with our duty, and based on our audit and assess-
ment, we hereby confirm that the details specified within the disclosure report are accurate.“ 

The financial statements, the amalgamated management report for the Company and the Group, 
the Management Board’s proposal for appropriation of unappropriated retained earnings, the 
dependency report, and the audit reports prepared by the auditor, were provided to the Supervi-
sory Board members in advance of the meeting on March 26, 2012. The Audit Committee had pre-
viewed these documents in advance of its meeting on March 12, 2012.

The auditor was present at the meeting of the Audit Committee on March 12, 2012 and at the Super-
visory Board meeting on March 26, 2012 and had reported on the material results of the audit. 

The Supervisory Board has examined the financial statements, the consolidated financial state-
ments, the amalgamated Management Report for the Company and the Group, and the Manage-
ment Board’s proposal for the appropriation of unappropriated retained earnings. Upon the rec-
ommendation of the Audit Committee, the Supervisory Board has agreed with the auditor’s results 
of the audit at the meeting on March 26, 2012. 

No objections were raised following the conclusive results of the Supervisory Board‘s examina-
tion. The Supervisory Board approved the consolidated financial statements and the parent com-
pany financial statements, which were thereby adopted. 

At the meeting on March 26, 2012, the Supervisory Board had also examined and verified the 
dependency report as well as the results of the auditor’s examination. No objections to the Man-
agement Board‘s statement at the end of the dependency report were raised following the final 
result of the Supervisory Board‘s examination. 

The Supervisory Board also agreed on the Management Board’s proposal as to the appropriation 
of the 2011 unappropriated retained earnings. Therefore, the company administration will propose 
a dividend distribution of EUR 1.40 per share at the Annual General Meeting on May 24, 2012. 

ThE WoRk of ThE CommiTTEES

In order to efficiently perform its duties, the Supervisory Board has established a Personnel Com-
mittee and Audit Committee in accordance with its rules of procedure. It has conferred upon them 
certain rights to the extent permissible under law. The committees prepare the relevant issues 
and resolutions for their consideration in the plenary. 

REpoRT of ThE SUpERviSoRy BoaRD
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ChangES in ThE CompoSiTion of ThE CommiTTEES

The Chairman of the Supervisory Board heads the Personnel Committee and regularly reports to 
the plenary on the work of the committee. The Personnel Committee prepares the personnel deci-
sions of the Supervisory Board. Subject to the approval of the plenary, the Committee decides on 
the employment contracts and the retirement benefit agreements entered into with members of 
the Management Board, the representation of the Company in dealings with Management Board 
members, the consent to any outside or competing offices held by members of the Management 
Board, as well as the granting of loans to Management and Supervisory Board members. The 
approvals of contracts with Supervisory Board members which fall outside of their activities as 
Board members also fall under the Committee’s jurisdiction. 

The Personnel Committee met once during the reporting year on April 4, 2011 and all members 
were present. The Committee dealt with the adaptation of the remuneration of the Management 
Board according to the requirements of the Act on the Appropriateness of Executive Compensa-
tion (VorstAG), and in particular with the introduction of a long-term variable remuneration com-
ponent to be based on sustainable business development. The remuneration report, as part of the 
Corporate Governance report, shows the revised compensation structure in detail. 

In the reporting year, the Audit Committee convened on February 14, March 14, April 26, July 26, 
September 28, and October 25, 2011. Each of the six meetings was attended by all members of the 
Committee. The main topics of discussion were the 2010 financial statements, the interim finan-
cial reports of fiscal year 2011, the recommendation for the Supervisory Board‘s proposal for the 
election of the auditor, and the agreement of the auditor’s fee for fiscal year 2011.

According to the guidelines of the Supervisory Board as a whole, the Audit Committee carried out 
the mandating of the auditor. Similarly, the Audit Committee obtained the auditor‘s Declaration of 
Impartiality pursuant to Section 7.2.1 of the German Corporate Governance Code. During the year 
under review, the Audit Committee found no evidence that cast doubt on the auditor‘s impartiality.

In addition, the Audit Committee intensely concerned itself with the economic development. To 
this end it accepted the reports of the Management Board giving special attention to the Compa-
ny’s and Group‘s current profitability. Moreover, the Committee discussed questions regarding the 
evaluation of equity investments, corporate management, accounting practices, and internal 
auditing. The Audit Committee regularly reviewed the Company’s and the Group‘s development 
and compared it with the current plan in order to determine a need for action. 

In the financial year under review, the committees continued to comprise the following members:

Personnel Committee
Dieter Maier (Chairman)
Dr. jur. Klaus-Georg hengstberger
Ulrich Ruetz

Audit Committee
Dr. jur. Klaus-Georg hengstberger (Chairman)
herbert König
Dieter Maier

ChangES in ThE CompoSiTion of ThE CommiTTEES

The composition of the Board of Management and the Supervisory Board was unchanged in 2011.

REpoRT of ThE SUpERviSoRy BoaRD
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a WoRD of ThankS fRom ThE SUpERviSoRy BoaRD

The greatest advance in the Company‘s development in recent years was the systematic improve-
ment in the international competitiveness of the PWO Group and thus becoming the technology 
and market leader in its respective market segments. These efforts showed positive results in fis-
cal year 2011. The start-up and ramp-up of new series production reached record levels. Through 
the remarkable success of sales efforts, new contracts were acquired which will help to secure 
employment in the coming years. At the same time, we had continued our international expansion 
through internal growth and all overseas locations had developed favourably. 

The future perspectives of the Company have continued to improve. The Supervisory Board recog-
nises these achievements and expressly acknowledges all of those involved, namely, the Manage-
ment Board and the employees, who have contributed to this special performance. 

The Supervisory Board wishes to thank the employees at all locations of the Group and the  
Management Board members for their great commitment.

This report was prepared and discussed in detail by the Supervisory Board at its meeting on 
March 26, 2012.

Oberkirch, March 26, 2012

Dieter Maier
(Chairman)

REpoRT of ThE SUpERviSoRy BoaRD
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Responsible behaviour throughout the organisation is part of our identity. long-term sustainable 
value creation is our duty. These are also the basic elements of good corporate governance at  
Progress-Werk Oberkirch AG. In order to maintain and increase the confidence in our management 
of shareholders and employees, customers and suppliers, and the general public, all of the Com-
pany’s officers have committed themselves to complying with these principles. In their implemen-
tation, Progress-Werk Oberkirch AG relies on the standards of good corporate governance com-
monly used by German businesses. The Company‘s Articles of Association do not contain any pro-
visions deviating from those mentioned. The Management Board and the Supervisory Board work 
together closely, efficiently, and faithfully. Finally, we want to build trust through transparent and 
timely communication, both internally and externally.

i. STaTEmEnT of CoRpoRaTE govERnanCE pURSUanT 
To SECTion 289a of ThE gERman CommERCial CoDE (hgB)
(Part of the Management Report – non-audited pursuant to Section 317 (2) no. 3 hGB)

This Statement of the Corporate Governance (Section 289a hGB) of Progress-Werk Oberkirch AG, 
contains the declaration of conformity by the Management Board and the Supervisory Board pur-
suant to Section 161 of the German Stock Corporation Act (AktG). It also included information on 
the corporate governance practices applied above and beyond the legal requirements, and a 
description of the procedures of the Management Board and the Supervisory Board along with the 
composition and procedures of the committees established by the Supervisory Board.

1. Declaration of conformity pursuant to Section 161 aktg

In December 2011, the Management Board and the Supervisory Board had issued the following 
declaration of conformity according to Section 161 AktG:

The Management Board and Supervisory Board of Progress-Werk Oberkirch AG declare that the 
Company will comply with the recommendations of the government commission on the German 
Corporate Governance Code as published on May 26, 2010 with the following exceptions: 
 
Code item 3.8 | D&O insurance 
For the Supervisory Board, the Articles of Association stipulate a deductible equal to half of the 
fixed remuneration of the Supervisory Board member. In the opinion of the Company, this provides 
an adequate arrangement.

Code item 4.2.3 | Management Contracts
With the extension of management contracts that were concluded before this code item was 
entered into force, for the protection of established rights, Code Item 4.2.3, paragraph 4 and 5, will 
not be complied with.

Code item 5.3.3 | nomination Committee 
The Supervisory Board sees no reason for the formation of a Nomination Committee. Since the 
Supervisory Board consists of only six members, it is considered appropriate that the entire Super-
visory Board deals with the nomination of Supervisory Board candidates. 

Code item 5.4.1 | Composition of the Supervisory Board
The Supervisory Board welcomes the Code’s intention to regulate the appointment and composi-
tion of the Supervisory Board, and is committed to this aim. Since the election of shareholder rep-
resentatives to the Supervisory Board is not scheduled until the Annual Shareholder’s Meeting in 
2013, it does not seem appropriate to mention specific targets at this time. Currently, no age limit 
has been established for Supervisory Board members. The Company will continue to refrain from 
setting an age limit for Supervisory Board members, as this would limit the selection of qualified 
candidates. 

CORPORATE GOVERNANCE REPORT

CoRpoRaTE govERnanCE REpoRT
i. STaTEmEnT of CoRpoRaTE govERnanCE pURSUanT To SECTion 289a of ThE gERman CommERCial CoDE (hgB)
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i. STaTEmEnT of CoRpoRaTE govERnanCE pURSUanT To SECTion 289a of ThE gERman CommERCial CoDE (hgB)

Code item 5.4.6 | Remuneration of Supervisory Board Members
According to the Articles of Association, Supervisory Board members are to receive a fixed salary. 
In the opinion of the Management Board and the Supervisory Board, this best reflects the moni-
toring role of the Supervisory Board. For committee membership, the Board members receive the 
amount set out in the Articles of Association and no additional fees. 

Since the last declaration under Section 161 AktG in December 2010, the recommendations of the 
Government Commission German Corporate Governance Code as published on May 26, 2010 were 
met, except for the above mentioned. 

Oberkirch, December 2011 

Progress-Werk Oberkirch AG 

The Supervisory Board  The Management Board

The current declaration under Section 161 AktG can be found on the Company’s website in the 
Investor Relations section under Corporate Governance.

2. Relevant information on corporate governance practices

Our corporate policy is based on defined principles and values as well as good corporate govern-
ance as a matter of course. 

Corporate Values
With our three key corporate principles “customer orientation, employee orientation, and the pur-
suit of success,“ we strive to set the highest standards. These imply the corporate values that form 
the cornerstone of PWO’s management culture and serve as a model of corporate governance for 
the daily activities:

CUSTOMERS, PRODUCTS, AnD GLOBAL PRESEnCE 

A continuously satisfied customer stands at the centre of our activities. We develop and produce 
products for the comfort and safety of cars for our customers worldwide at the highest level. In 
meeting the customer’s requirements we also set new standards. We bring satisfaction through 
quality, reliability, flexibility, speed, and competitive pricing. The PWO Production System provides 
lean processes and a steady creation of value along the entire supply chain. 

EMPLOyEES

Our employees are the key to our success. Therefore, we make continuous investments in our long 
term „human capital“. We offer performance-based compensation and allow our employees to 
participate in the success. By providing the optimal working conditions, we create the environment 
necessary to enable our employees to be enthusiastic, enjoy their work, and deliver maximum per-
formance.

SHAREHOLDERS, SUPPLiERS AnD THE PUBLiC

 We aim at sustainably increasing the value of our corporation and focus on the interests of our 
shareholders and the public. Through our strategic long-term vision, we are strengthening our 
market position. We take part in shaping the future worldwide and are already working on a suc-
cessful reaction to the demands of tomorrow. Our business objectives are clearly focused on suc-
cess and advancement. We make progress through our creative efforts and have the necessary 
momentum to be able to respond to new opportunities quickly and flexibly. Our economic effi-
ciency safeguards our earnings. We are fair to our suppliers, because our products require flaw-
less materials from our suppliers. Our Company is a part of society, therefore we take an active 
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role in issues of societal importance, and take our social, economic and ecological responsibility 
seriously at all times. 

Governance Principles
Our management culture is based on the personal responsibility and initiative of our managers. 
These characteristics are reflected in our governance principles. These principles are an expres-
sion of our attitude and at the same time give our managers a policy framework for their daily 
interaction with employees. We are convinced that a cooperative attitude, the ability to coordinate, 
and an informative and delegating management style are the key requirements necessary for a 
trusting collaboration between managers and employees. 

Transparency
In addition to the statutory requirements and listing standards for timely reporting and, with 
regard to transparency, the equal treatment of all shareholders, the Management Board feels 
committed to comprehensive communication with the public (annual and quarterly reports, ad-
hoc notifications, directors‘ dealings and reportable changes of voting rights, of which the Com-
pany becomes aware).

In recent years, the Management Board has expanded its communication with the capital market. 
The management presents itself at capital market conferences and takes part in discussions with 
analysts, investors and media representatives. Information that is relevant in judging the Group’s 
perspectives is made public as promptly as possible. All of our reports and announcements are 
available on our website www.progress-werk.de. here you will also find other information such as 
all of the necessary information related to the Annual General Meeting, the Articles of Associa-
tion, as well as the professional activities and other mandates of the Supervisory Board members.
 
Risk Management
Good corporate governance includes the reasonable limitation of all risks associated with busi-
ness decisions. The Company has introduced a modern and efficient risk management system. 
This system is regularly subjected to a review of its effectiveness and is continuously developed 
further according to the constant changes in national and – in those areas where the Company is 
represented abroad - international statutory requirements.

3. The procedures of the management Board and the Supervisory Board 

As a stock corporation under German law, Progress-Werk Oberkirch AG is subject to the relevant 
statutory provisions with regards to management and supervision. Its management and control 
structure is divided into two parts consisting of a Management Board and a Supervisory Board. 

The Management Board is solely responsible for the Company‘s operational management and 
strategic development. The Supervisory Board monitors and advises the Management Board in 
these matters. The Management Board and the Supervisory Board based management and mon-
itoring of the Company in accord with the German Corporate Governance Code in its relevant cur-
rent version.

Management Board
The Management Board of Progress-Werk Oberkirch AG currently consists of three members. The 
principles of the Board’s cooperation are summarised in the Rules of Procedure of the Manage-
ment Board. The distribution of tasks within the Board is laid out in the organisational plan.

The Management Board conducts the business of the Company and bears the overall responsibil-
ity for the common goals, plans, and policies. Irrespective of the overall responsibility of the Man-
agement Board, each member acts on his own responsibility in his own field, is however advised 

CoRpoRaTE govERnanCE REpoRT
i. STaTEmEnT of CoRpoRaTE govERnanCE pURSUanT To SECTion 289a of ThE gERman CommERCial CoDE (hgB)
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to keep the departmental-related interests subordinate to the overall interests of the Company. 
Where activities and transactions of one board member’s responsibility coincide with that of one 
or more of the other board members, the responsible board member must attain the agreement 
in advance from the other board members involved. If an agreement is not reached, each partici-
pating board member is obliged to bring a resolution to the entire board. Each Board member is 
also obliged to bring a resolution to the board when the activities under another board members 
responsibility cause reason for concern when these concerns cannot be resolved by discussion 
with the responsible board member. Irrespective of these principles, the consent of the entire 
board is required for measures and transaction which are conducted by the Company or the Group 
which are either of particular importance or which are pose an extraordinary economic risk.

The Chairman of the Board coordinates the management of the Company via the entire board. The 
board members are obliged to regularly inform the Chairman of the Board of any major transac-
tions and the progress of business in their respective departments. Board meetings should take 
place at regular intervals, and if possible, take place at least every two weeks and on dates estab-
lished long in advance.

The Management Board can take decisions with a simple majority of votes cast, as long as una-
nimity in meeting is not required by the mandatory statutory provisions, and outside of the regu-
larly scheduled meetings by a simple majority of its members. An abstention shall not be deemed 
a vote. In a tied vote, the vote of the Chairman of the Board shall be decisive. The Board will take 
its decisions unanimously when possible.

The Management Board regularly informs the Supervisory Board in accordance with statutory 
requirements, timely and comprehensively on all key issues regarding business activity and the 
business trends of the Company and the Group, and in particular, the intended business policy and 
other fundamental issues of corporate planning, significant transactions that could be important 
for the liquidity and profitability of the Company or the Group, as well as the current profitability 
and earnings situation including the risk situation and risk management. In addition, the Manage-
ment Board reports on investments, on-going development projects, and the strategic develop-
ment of the Company and the Group.

In the Management Board’s Rules of Procedure, a list of transactions and activities is defined that 
may require the prior approval of the Supervisory Board.

Supervisory Board
The Supervisory Board of Progress-Werk Oberkirch AG consists of six members. It is composed 
of two-thirds shareholder representatives, and one third employee representatives. The Supervi-
sory Board monitors and advises the Management Board. Tasks and responsibilities arise from 
the statutory provisions of the Articles of Association and the Rules of Procedure of the Supervi-
sory Board. The decisions of the Supervisory Board are passed by a simple majority vote, unless 
the law required otherwise. In the event of a tied vote, the vote of the chairman decides.

Generally, the members of the Management Board participate at the meetings of the Supervisory 
Board, unless in individual cases the Supervisory Board makes an alternative arrangement. 

The Rules of Procedure provide for the formation of committees, amongst other things. Currently 
there are two committees: the Personnel Committee and the Audit Committee. Their capabilities 
are detailed in the Rules of Procedure of the Supervisory Board.

The Personnel Committee prepares the personnel and compensation decisions of the Supervisory 
Board. During the preparation of compensation decisions, the Committee consults, if necessary, 
with outside consultants. Its members include the Chairman of the Supervisory Board, his dep-

i. STaTEmEnT of CoRpoRaTE govERnanCE pURSUanT To SECTion 289a of ThE gERman CommERCial 
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ii. aDDiTional DiSCloSURES on CoRpoRaTE govERnanCE

uty, as well as a further member of the Supervisory Board who is proposed for election by the 
Supervisory Board’s shareholder representatives. It is chaired by the Chairman of the Supervisory 
Board. In fiscal year 2011, the composition of the Personnel Committee was unchanged as follows:

Dieter Maier (Chairman)
Dr. jur. Klaus-Georg hengstberger
Ulrich Ruetz

The Audit Committee conducts, in the place of the Supervisory Board, the preliminary examina-
tion of the financial statements, the management report, and the audit report of the auditor. The 
Committee consists of the Chairman of the Supervisory Board and his deputy. The Supervisory 
Board may also appoint other Supervisory Board members to the Audit Committee. The chair of 
the Committee should not be led by the Chairman of the Supervisory Board. In fiscal year 2011, 
the composition of the Audit Committee continued as follows: 

Dr. jur. Klaus-Georg hengstberger (Chairman)
herbert König
Dieter Maier 

Mr. Dieter Maier is an independent financial expert as defined in Section 100 (5) AktG.

The Committee chairmen report to the Supervisory Board on the deliberations and decisions of 
the various committees.

Further details on the procedures of the Supervisory Board and its committees, and in particular 
the number and topics of the meetings in fiscal year 2011, can be found in the report of the Super-
visory Board. 

ii. aDDiTional DiSCloSURES on CoRpoRaTE govERnanCE

Shareholders and the annual general meeting

The Management Board feels a special obligation towards the shareholders. We respect the inter-
ests of our shareholders and note their rights in full. All shareholders are treated equally. As own-
ers of the Company, they provide the capital for maintaining and expanding the international mar-
ket position of Progress-Werk Oberkirch AG and act entrepreneurial. It is the aim of the Manage-
ment Board to durably strengthen the competitive position of Progress-Werk Oberkirch AG and its 
subsidiaries, and, simultaneously, to achieve a sustainable and long term attractive return on the 
capital provided.

The shareholders of Progress-Werk Oberkirch AG exercise their rights at the Annual General 
Meeting which is held at least once a year. Every shareholder who registers in time is allowed to 
attend the Annual General Meeting. Shareholders who cannot attend the Annual General Meeting 
in person have the opportunity to exercise their voting rights through a credit institution, a share-
holders‘ association, a proxy set up by the Company, or another nominee of their choice. All docu-
ments and information regarding the Annual General Meeting are made available on our website.

Diversity in the management Board and Supervisory Board

The Supervisory Board is committed to continue to paying attention to diversity in its future 
appointments of Management Board members. The Supervisory Board also welcomes the inten-
tion of the German Corporate Governance Code, to define rules governing the appointment and 
composition of the Supervisory Board and is committed to this aim. Since the pending election of 
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shareholder representatives to the Supervisory Board does not take place until the AGM in 2013, 
a mention of specific targets at this time is not yet appropriate.

mandates of the management Board

Outside of the PWO Group, Bernd Bartmann has assumed the function of a member of the Advi-
sory Board of the Sparkasse Offenburg/Ortenau. Karl M. Schmidhuber and Dr. Winfried Blümel 
have no mandates outside of the Group at this time. In the fiscal year under review, there were no 
conflicts of interest of the Management Board members.

Shareholdings of the executive bodies

At the end of fiscal year 2011, the Deputy Chairman of the Supervisory Board, Dr. jur. Klaus-Georg 
hengstberger held 55.282 percent of the outstanding shares of Progress-Werk Oberkirch AG. The 
shares are held through Consult Invest Beteiligungsberatungs-Gmbh, Boeblingen of which he is 
the majority shareholder and managing director. In the past fiscal year, the Company was not 
made aware of any transactions which were subject to statutory disclosure pursuant to section 
15a of the German Securities Trading Act (WphG).

Stock option programmes

There were no stock-option programmes or similar stock-based incentive systems in existence in 
fiscal year 2011, nor are there any currently in existence.

accounting and auditing

The consolidated financial statements and the consolidated interim reports of the Progress-Werk 
Oberkirch AG are prepared in accordance with International Financial Reporting Standards (IFRS), 
as applicable in the EU. The financial statements of Progress-Werk Oberkirch AG are prepared in 
accordance with the provisions of the Commercial Code. 

The consolidated financial statements and the financial statements were audited by the 2011 
Annual General Meeting elected auditor, Ernst & Young Gmbh Wirtschaftsprüfungsgesellschaft 
in Stuttgart. The Supervisory Board has agreed with the auditor that the Chairman of the Audit 
Committee be informed immediately of any issues during the audit for disqualification or bias 
issues, where these issues cannot be resolved without delay. The auditor should also report to the 
Supervisory Board immediately on important facts and events that arise during the course of the audit.

iii. REmUnERaTion REpoRT

Remuneration of the management Board

The Supervisory Board of Progress-Werk Oberkirch AG believes that a balance between the wages 
and salaries of the workforce and the remuneration of the Management Board should be main-
tained. The Board shares this view in its entirety and by their own convictions. 

The criteria for defining the compensation of the Management Board include the duties of each 
Board member, their personal performance, the financial situation, the success and the future 
prospects of the Company, as well as the prevailing level of compensation at peer companies and 
the remuneration structure in the Company.

The total remuneration of the Management Board members includes monetary components, non-
cash compensation, and pension plans and is composed of fixed and performance-related com-
ponents.

ii. aDDiTional DiSCloSURES on CoRpoRaTE govERnanCE
iii. REmUnERaTion REpoRT
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The fixed remuneration consists of a basic annual salary, non-cash benefits, and pension benefits. 

The performance-related element of remuneration is a bonus that is comprised of two compo-
nents. The first component is measured on the basis of the Group’s net income for the past fiscal 
year. The second component is calculated according to the Group‘s average net income over a 
period of three years. This helps to more evenly distribute the bonus payments over time. how-
ever, for the years 2011 and 2012, the basis will only include the prior two years. 

The bonus is designed so that the multi-year component is predominant. The bonus is also lim-
ited in absolute terms in order to exclude unreasonable increases due to extraordinary develop-
ments in individual years. The variable compensation also ensures that both positive and negative 
corporate developments are taken into account.

Effective January 1, 2011, the newly introduced one-year and multi-year basis of assessment for 
the bonus were incorporated into the existing employment contracts of the Management Board. 
A discretionary bonus was also added to the existing employment contracts, whereby the Super-
visory Board may consider extraordinary positive and negative developments up to a limited 
amount at its discretion.

For fiscal year 2011, the total remuneration of the Management Board amounted to EURk 1,407 
(p/y: EURk 1,313). This included performance-based compensation in the amount of EURk 665 
thousand (p/y: EURk 625). The non-cash benefits, especially in the form of insurance premium 
payments and the provision of company cars, amounted to EURk 69 (p/y: EURk 69). 

The individual remuneration of the Management Board members is shown in the table below.

iii. REmUnERaTion REpoRT

REMUnERATiOn OF THE MAnAGEMEnT BOARD

Basic annual 
salary includ-
ing non-cash 

benefits Bonus
Other 

benefits

Yearly remu-
neration upon 

retirement 
(age 65) 

as at Dec. 31

Present value 
of benefit 

obligations

Allocation 
to pension 
provisions

Karl M. Schmidhuber,
Chairman

2011 317 265 0 582 96 1,557 0

2010 280 195 54 529 96 1,387 84

Bernd Bartmann
2011 204 200 0 404 72 422 72

2010 196 146 42 384 72 331 67

Dr. Winfried Blümel
2011 221 200 0 421 72 350 53

2010 212 146 42 400 72 277 50

Total
2011 742 665 0 1,407 240 2,329 125

2010 688 487 138 1,313 240 1,995 201

Fixed 
remuneration

Total 
remuneration 

Performance-related 
remuneration

Pension expensesEURk
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The members of the Management Board are also insured under one of the Company’s financial 
loss liability insurance policies for directors and certain managers (D&O insurance). The D&O pol-
icy provides for a deductible of 10 percent of the loss up to the amount of one and a half times the 
Management Board members fixed remuneration.
 
In addition, Management Board members are entitled to retirement, disability, and widow’s pen-
sions as of their second term. The individual expenses for pensions are also listed in the table 
„Remuneration of the Management Board“.

Pensions for retirement are paid to Management Board members who have either reached the 
pension age of currently 65 years, or following their departure from the Company from the age of 
60, provided they are receiving social security benefits as a full pension simultaneously.

In granting pensions for retirement, Management Board members must have been in the service 
of the Company for at least 3 consecutive years (waiting period) at the time of the commencement 
of retirement, unless prior to the insured event the pension rights were already vested.

The amount of the Management Board member’s monthly pension is set out in the pension agree-
ment. The amount of an early retirement pension is calculated from the retirement pension 
amount, whereby during the drawing of the pension, this amount is reduced by 0.25 percent per 
month of the period from the beginning of early retirement until the end of the members 65th year. 
The future pension benefits of the current Management Board members are adjusted with the 
changes in the cost of living for a 4-person household of hourly and salaried workers pursuant to 
the Federal Statistics Office in Wiesbaden.

The Company has made provisions for pensions in accordance with IFRS for the future entitle-
ments of the Management Board members for payment of the retirement pensions. In the year 
under review, the allocation to the pension provisions for active Executive Board members 
amounted to EURk 125 (p/y: EURk 201). This amount takes into account the so-called service cost 
excluding interest cost.

Former members of the Management Board and their surviving dependants have received pen-
sion payments amounting to EURk 227 in the year under review (p/y: EURk 222). At December 31, 
2011, the corresponding provision for pensions amounted to EURk 1,989 (p/y: EURk 1,966).

In the event of termination of employment no other benefits were promised to any member of the 
Management Board. In fiscal year 2011, no members of the Management Board had received any 
payments or promises from a third party in connection to their work as Management Board member.

Remuneration of the Supervisory Board

The remuneration of the Supervisory Board members is specified in Section 11 of the Articles of 
Association, and is essentially governed as follows:

For the fiscal year, each Supervisory Board member shall receive a fixed annual remuneration of 
EUR 20,000. The Chairman of the Supervisory Board receives twice that amount, and the deputy 
receives one and a half times this amount. In addition, the members of the Supervisory Board 
receive an attendance fee of EUR 500 for every meeting of the Supervisory Board or its Commit-
tees in which they personally take part. For several sessions in the course of one day, this fee is 
paid only once.
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Supervisory Board members who have been members for only part of the financial year, receive 
one twelfth of the yearly compensation for the commencement of each month they were present. 
The compensation is payable at the end of the fiscal year. The Company also reimburses the 
Supervisory Board members for their expenses as well as for any value added tax payable on their 
remuneration and expenses. 

The members of the Supervisory Board are also insured under one of the Company’s financial loss 
liability insurance policies for directors and certain managers (D&O insurance). The premiums for 
this are assumed by the Company. here, a deductible is agreed in the amount of half of the fixed 
annual remuneration of the Supervisory Board member.

Also in this reporting year, the Company had not paid any remuneration to the Supervisory Board 
members for activities performed outside of their supervisory role.

The individual remuneration of the Supervisory Board members is shown in the table below.

REMUnERATiOn OF THE SUPERViSORy BOARD

Dieter Maier,
Chairman

2011 40 6 46

2010 40 7 47

Dr. jur. Klaus-Georg 
hengstberger, Deputy Chairman

2011 30 6 36

2010 30 7 37

Katja Ullrich
(née hertwig)

2011 20 4 24

2010 20 3 23

herbert König
2011 20 5 25

2010 20 5 25

Ulrich Ruetz
2011 20 4 24

2010 20 4 24

Dr. Gerhard Wirth
2011 20 4 24

2010 20 4 24

Total
2011 150 26 176

2010 150 28 178

*Each individual figure is rounded, so that minor discrepancies may occur through the addition of these amounts.

Fixed remuneration Attendance fee*
Total 

remunerationEURk
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The fiscal year 2011 brought great fluctuations in the PWO share. With a starting price of EUR 
35.50 on XETRA at the outset of the year, the PWO share proceeded to closely mirror the sideward 
development of its benchmark price indices the SDAX and the DAX Automotive sector. The share 
could not avoid the general market pullback in March. Not only was the trigger for this pullback 
the aggravated European debt problems, namely Portugal’s inclusion in the EU‘s rescue package 
and the cut in Greece‘s credit rating by Standard & Poor‘s to „junk“ level, but also the reactor acci-
dent in Fukushima. 

After the share price decline, a low of EUR 31.00 was reached on March 15. Thereafter began a 
sharp upward movement of more than 51 percent, which concluded on May 3 with the year’s high 
of EUR 46.95. This increase significantly exceeded the general market recovery and was mainly 
sparked by the numerous buy recommendations of various research houses. 

PWO ShARES
ShaRE pRiCE DEvElopmEnT

SHARE PRiCE DEVELOPMEnT

(Indices are rebased on the PWO share price of the first day of trading in 2011)

EUR

Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12

PWO
SDAX

DAXsector Automotive

50

40

30

20

10

TRADinG VOLUME

(Number of traded shares - XETRA and regional stock exchanges)

14,000 

12,000

10,000

8,000

6,000

4,000

2,000

0

Jan 11 Feb 11 Mar 11 Apr 11 May 11 Jun 11 Jul 11 Aug 11 Sep 11 Oct 11 Nov 11 Dec 11 Jan 12 Feb 12

unit volume

number of shares



ovERviEW 29pWo ShaRES
ShaRE pRiCE DEvElopmEnT
invESToR RElaTionS aCTiviTiES
CovERagE anD CURREnT analyST RECommEnDaTionS

Thereafter, the share price tended to move sideways until the second market decline of the year 
occurred. here again, the serious turmoil in the market had resulted from an escalation in the 
European debt crisis, as well as a downgrade in the ratings of the United States. During the course 
of the decline, which started in the last week of July, the SDAX Price Index fell by 20 percent, the 
DAX Automotive sector index dropped 26 percent, and PWO’s shares had lost 25 percent, all within 
ten trading days.

During the remainder of the year, both the market and the PWO shares were not able to show a 
noticeably recovery from these reduced levels. General insecurity in the face of unresolved debt 
and budget problems, as well as the growing fears of recession in the EU, had overshadowed com-
pany-specific factors and forced these factors into the background. The PWO share continued to 
be unanimously recommended as a Buy throughout 2011, not y only analysts but also by numer-
ous capital market publications. This was mainly due to the reported strength in new orders.

With a year-end closing price of EUR 31.34 on XETRA, the price of the PWO share fell on balance 
by 11.7 percent in 2011. In comparison, the SDAX Price Index fell by 17.1 percent and the DAX Auto-
motive Sector Price Index dropped by some 21.9 percent. The average daily turnover of the PWO 
share for 2011 was 1,711 shares following an average of 862 shares in the previous year.

invESToR RElaTionS aCTiviTiES

In recent years, the Management Board of Progress-Werk Oberkirch AG has continuously 
expanded its capital markets presence and public relations in order to effectively market the PWO 
investment case: “the new global player“. In fiscal year 2011, the Company’s strategy and devel-
opment were presented and new contacts were established with investors at a total of 10 confer-
ences and road shows which took place in Germany, Great Britain, and Switzerland. 

A special highlight that has now become somewhat of a bi-annual tradition is our Capital Markets 
Day. This year, it took place on September 19 at our corporate site in Oberkirch. Many investors 
and analysts took the opportunity for an extensive exchange of ideas with the Management Board 
and toured the state-of-the-art production facility. The focal point of interest was the material flow 
of the facility where in 2010 we had again received the prestigious Automotive lean Production 
Award. The value chain of production was, in addition to the international expansion, a central 
theme of the Management Board’s commentary.

In addition to these activities, the daily and numerous contacts with analysts, investors, and the 
financial and investor publications, were also given attention in 2011. Overall, PWO had attended 
around 50 one-on-one meetings in 2011 and had presented at various meetings with analysts, 
investors, and the press. Particularly the discussions at the German Equity Forum in November 
2011 had proven once again to be very successful.

CovERagE anD CURREnT analyST RECommEnDaTionS

Bank / Research house  Recommendation

First Berlin Equity Research Gmbh  Buy

Montega AG  Buy

lBBW  Buy

Silvia Quandt Research Gmbh  Buy

SRh AlsterResearch AG  Buy

Status: as at December 31, 2011
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CompoSiTion anD DEvElopmEnT of EQUiTy

ShaREholDER STRUCTURE
DiRECToRS’ DEalingS

CompoSiTion anD DEvElopmEnT of EQUiTy

The information on the composition of equity and authorised capital are explained in the Manage-
ment Report. The development of equity is presented in detail in the consolidated statement of 
changes in equity, which forms part of the annual financial statements. In fiscal year 2011, the 
amount and allocation of the subscribed capital had not changed.

Stock options are still not a part of the remuneration of neither the PWO Management Board 
members nor the employees. From the Company’s standpoint, there is little correlation between 
individual employee performance and the share price development, meaning that stock options 
are not the correct instrument for providing additional performance incentive.

ShaREholDER STRUCTURE

The shareholder structure had not changed in fiscal 2011.

Sources: WphG notifications, own analysis

Delta lloyd Europees 
Deelnemingen Fonds NV, 
Amsterdam, 
The Netherlands 

Consult Invest 
Beteiligungsberatungs-Gmbh, Böblingen

Free Float

of which < 10 %

55.282 %

44.718 %

Contact for investors
Bernd Bartmann
Member of the Management Board 
(Administration and Finance) 
Telephone:  49 (0) 7802 / 84-347
Fax:  49 (0) 7802 / 84-789
E-Mail: ir@progress-werk.de

Charlotte Frenzel
Investor Relations
Telephone:  49 (0) 7802 / 84-844
Fax:  49 (0) 7802 / 84-789
E-Mail: ir@progress-werk.de

DiRECToRS’ DEalingS

In the reporting year, notifications pursuant to Section 15a of the German Securities Trading Act 
(WphG) were not received by the Company. In February 2012, PWO AG was notified of the sales of 
PWO shares. This notification is published on the Company’s website under www.progress-werk.de 
in the section Investor Relations/PWO shares/Directors’ Dealings.
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* Proposal to the 89th Annual General Meeting.

Price/Sales 0.34 0.16 0.24 0.34 0.24

PER 11.29 28.41 negative 13.76 8.68

Price/Book 1.14 0.61 0.81 1.29 1.05

Dividend yield percent 3.71 3.34 -- 2.82 4.47

EV/Sales 0.53 0.42 0.63 0.64 0.51

EV/EBIT 8.22 14.04 negative 10.53 8.80

Market capitalisation EUR million 87.50 41.20 50.00 88.75 78.35

Net debt EUR million 49.86 67.19 79.09 79.86 90.25

Enterprise Value (EV) EUR million 137.36 108.39 129.09 168.61 168.60

Valuation Ratios 
(based on year-end share price on XETRA)

XETRA share price, year-high  EUR 39.30 35.55 20.00 37.00 46.95

XETRA share price, year-low EUR 32.50 16.05 14.77 20.40 30.88

XETRA share price, year-end EUR 35.00 16.48 20.00 35.50 31.34

Corporate Key Figures 2007 2008 2009 2010 2011

Revenue EUR million 259.57 260.36 206.37 264.20 331.08

EBIT EUR million 16.72 7.72 -4.95 16.01 19.16

Revenue per share EUR 103.83 104.14 82.55 105.68 132.43

Earnings per share EUR 3.10 0.58 -3.58 2.58 3.61

Dividend per share EUR 1.30 0.55 -- 1.00 1.40*

Book value per share EUR 30.72 27.19 24.59 27.59 29.91

kEy figURES of ThE pWo ShaRE
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There has hardly been a time in the history of automotive mobility as exciting as ours. like so much 
else today, the now 125 year old automobile is being fundamentally questioned. In the face of cli-
mate change, which concerns us all, are concrete questions which are taking the spotlight and 
which pertain to emission reduction and alternative fuel („e-mobility“). Additionally, the social role 
of the automobile is redefining itself: away from that of a status symbol, towards that of a reliable 
companion in all situations of daily life. Therefore, practicality and fun are no less mutually exclu-
sive than are safety and comfort. And because people are different, they also attach importance to 
the car’s individuality. This is the reason for the increasing complexity of automobiles which has 
led to many more models than ever before.

however, when viewed in more detail, surprisingly few mega-trends are dominating the automo-
bile’s development. If we brought this thought to its logical conclusion then fewer emissions would 
mean greater efficiency, and convenience and safety would mean suitability for daily use - in other 
words, quality. Variety is also only economically viable when combined with maximum quality down 
to the last detail. Efficiency and quality: We call this a zero-defect philosophy. The relevance 
increases with the increase in complexity. Since these are global mega trends, the challenges can 
only be met on a global scale. 

We at PWO have identified the major drivers of automotive development at an early stage. Our 
strategic objective, which is to position the Company as a leading global supplier of components 
and subsystems for safety and comfort in cars with the highest efficiency and the best quality, were 
based on these drivers from the start. The positive consequence of this is that we are largely inde-
pendent of the development of the drive system. Finally, people want to ride in safe and comfort-
able cars, no matter what engine is taking them.

Since safety and comfort are the all-encompassing requirements demanded of an automobile, our 
products are used in numerous vehicle functions. however, they are rarely directly visible. There-
fore, at first glance it is not easy to find a PWO component in an automobile and, at the same time, 
it is very difficult to find a car that does not contain PWO components. Through our innovation we 
create new and better product solutions and as a consequence, we are awarded contracts. We are 
actively shaping automotive manufacturing worldwide.

Despite so many changes, some things never change. Now as in the past, everything in the auto-
motive industry still begins with choosing the right material. Currently, there is much discussion 
surrounding the alternatives. These discussions usually stem from the perception that the old 
technologies are outdated, even when this is not the case. One example is when, in the discussions 
of weight reduction, the term “carbon” comes into play. It is true that modern carbon fibre materi-
als are much lighter than conventional steel, however, it is also true that they are very expensive 
and do not go far enough in satisfying the numerous requirements. This explains why, in many 
areas, it is not possible to use them. Therefore, steel will remain the material of choice in the future 
for many of the applications in the PWO product areas. This works out well for us since we possess 
the extensive know-how necessary when it comes to making the right things from steel!

lightweight production does not just mean carbon anymore. The highest potential in terms of 
abundance in lightweight production is namely, steel, and more precisely, high-strength steel! 
Recent studies, such as a study by McKinsey, expect that the use of lighter materials in the global 
automotive industry will rise by 40 percent by 2030. here, high-strength steel is expected to grow 
to almost three and a half times its current level: from 15 million to 50 million tonnes. This is fol-
lowed by aluminium, which is expected to see its use increase by three times its current amount 
of about 5 million tonnes. Of the carbon-fibre composite materials, about 0.4 million tonnes are 
expected to be processed by 2030.

hElPING TO ShAPE ThE FUTURE 
OF ThE AUTOMOBIlE
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In view of these perspectives, PWO is well prepared. We control the use of advanced materials 
such as high-strength steels and aluminium. In sheet metal forming, our key domain, high-
strength steel, poses itself as quite a challenging material. With our know-how which has been 
accumulated over decades, we are able to produce complex shapes with a minimal use of mate-
rials and with such demanding grades of steel. In fact, for many years, we have been working 
closely together with major steel producers when it comes to developing demand-optimised steel 
grades.

Keyword: Sheet metal forming. Not only materials but also technologies can denote lightweight 
construction. Many components, which formerly came from the casting house or the forge, were 
complete components only after several processing steps. These are produced today, as in the 
case of the sheet deep-drawing process, without additional processing steps. Another example is 
the suspension strut fork. here the PWO solution saves 50 percent of the cost and is 30 percent 
lighter. 

Sheet metal forming is clearly one of the future technologies when speaking of automotive pro-
duction. Since it also ideally satisfies the requirements for high unit volume production, it is the 
technology of choice for mass production. This also applies to components that have large varia-
tions in height and diameter. This enables us to limit the number of individual elements of a com-
ponent and significantly reduce the necessary steps in production. One example is in the case of 
the air suspension component where in a previously elaborate process two separate parts were 
welded together and then the tightness of the weld seam was checked under a helium atmos-
phere. The PWO solution no longer requires weld seams and now consists of only one part. The 
benefits are: greater security and a significant reduction in the cost of materials, in manufactur-
ing, and in tooling. Furthermore, our high quality joining techniques allow for targeted lightweight 
steel construction with multiple load-optimised components. 

PWO is a leader in sheet metal forming and covers the entire value chain. We are a leading inno-
vator in coming up with alternatives to elaborate processes such as extrusion, casting, and forg-
ing, which usually require additional processing steps. We are very confident that the replacement 
of these elaborate practices by sheet metal forming, which in most cases is substantially more 
efficient, will bring us considerably more contracts in the future. This should outweigh any migra-
tion seen from sheet metal forming to other manufacturing technologies.

If fewer emissions mean more efficiency, and if producing a large variety of models is only eco-
nomically feasible when a high level of quality down to the last detail can be assured, then the 
manufacturing process will become a significant success factor. In automotive production, bring-
ing the horse power to the road is a deciding factor, especially in manufacturing. This applies to 
both the automobile manufacturers as well as to their suppliers. An efficient car is not solely 
defined by its low consumption during use. Equally important is the efficiency of its production and 
the highest quality possible!

Our integrated teams develop product and process innovations for maximum precision and speed 
in the production of millions of units. here, our manufacturing efficiency is setting new standards 
in the industry. We dominate the world‘s highest number of strokes in the deep drawing process, 
while at the same time maintaining low material consumption and zero-defect quality. This pro-
vides us with a significant competitive advantage.

From the beginning, we have emphasised tool development as one of our core competencies. Only 
with the best tools can you obtain the best product quality and the lowest downtime and failure 
ratios. Our zero-defect philosophy begins in production with the tool. For there is one basic rule: 
the higher the demands on the product, the lower the tolerance of the tool. This is true for every 
single piece even numbering into the millions. From this perspective, we practice a very concrete 
understanding of sustainability when developing tools.
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With our tools, we offer more than just the best possible quality of work. With these tools, we 
achieve innovation and also effectively reduce the production costs. More than 400 of our employees 
in development and tooling create ever-new and superior product solutions based on long- 
established and reliable technology. Thereby they sink the unit costs through constantly increas-
ing production speeds. This is how our expertise in tool development provides drivers for effective 
growth beyond the general market development.

With high innovation and by constantly expanding our know-how, we continue to redefine industry 
standards. This puts us in a position to always offer the market new and better solutions for 
increasingly diverse and increasingly complex requirements. This is how we define progress!

Superior solutions, first-rate flexibility, and quality across the Group, require an optimised organ-
isational and operating structure. Globally, PWO is working according to the value stream princi-
ple. The self-developed, comprehensive PWO Production System defines our commitment to high 
standards of efficiency, quality, and delivery reliability. It describes our lean management and lean 
production processes based on our zero-defect philosophy, which is being continuously developed, 
consistently throughout the Group. This is how we live out progress.

The ability to continuously evolve through the creative application of our core competencies has 
given us a unique broad presence. This greatly strengthens the independence and the market 
position of the PWO Group. 

We are consistently able to offer solutions that go beyond the requirements of our customers. In 
addition, we offer them creative freedom for diversity in product design. These are key competitive 
advantages when it comes to individuality in a market with countless models and specification 
options. This is our contribution to progress.

When dealing with our customers, we rely on traditional and conservative values: providing the 
best solution, maximum flexibility, maximum closeness, and the best value for money at all times!

More specifically this means that the ever increasing complexity of customer requirements has 
transformed us from a pure component supplier into a full service supplier for many modules and 
subsystems – and all this with a permanent and seamless cooperation with our customers. This 
includes the initial concept stage, development, design, qualification, implementation, and change 
management. This is how we maintain a long-term and trustful relationship with our customers 
and accompany them throughout the life cycle of their product.

The central element of our marketing is the understanding of the needs of our customers. This is 
the only way we can consistently deliver one more slice of quality and functionality and thus offer 
our customers additional value.

This is all done on a global scale. Our main target group, the international automotive manufac-
turers and their suppliers, award contracts not just for one model but an entire platform. These 
products are then sold in different models around the world. This requires on-site presence. 
Therefore, over the last several years, we have consistently implemented our internationalisation 
strategy and will continue to do so in the future.
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MARKET lEADERShIP
ThANKS TO KNOW-hOW.

Only continuous innovation in technology, products, processes and in cost minimisation, secures 
our market leadership. Our expertise across the entire value chain and our leading expertise in 
tool development and mass production of components and modules give rise to PWO’s premier 
position.

Automotive manufacturers must make the best use of materials. We see an opportunity to develop 
exactly the right solution through our leading know-how in the sheet metal forming and joining 
technologies. This is how we are able to provide a variety of special functions while still reducing 
the weight and lowering the costs.

pWo stands for innovative ideas and intelligent solutions.

knoWlEDgE STRUCTURE

SAFETy.
In the year 2000, 7,500 people had to give up 
their lives on the German roads due to traffic 
accidents. Within a decade, the number of fatal 
traffic accidents has halved despite the higher 
volume of traffic. We at PWO have also played 
a part in this development.
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The highest precision already found at the stage of tool development, is an essential factor in 
uncompromised product quality: A product can only be as good as the tools from which it is made. 

The ever increasing demands for performance, materials, safety and weight for the ever smaller 
spaces within modern vehicle construction can only be effectively answered with: precision with-
out excuse.

We at PWO are committed to the art of reduction. We call it, „Reduce to Perfection“. Continuous 
process improvements allow higher production speeds as well as the exclusion of subsequent 
processing stages in series production. 

In line with „best practice“ PWO ensures a standardised high-quality company-wide process globally. 
This is done using the proprietary „PWO Production System“. here, work processes are standardised 
throughout the entire value chain, and uniformly defined, monitored, and maintained in terms of 
planning and performance standards for all locations.

Continuous quality improvement along with cost optimisation is our goal. PWO follows an uncom-
promising zero-defect philosophy. This goes hand in hand with on-demand delivery to the customer‘s 
specifications, even in cases of high volumes.

pWo stands for continuous process improvements.

ThE PERFECTION OF A GlOBAl 
MARKET lEADER.

QUaliTy (managEmEnT) 
STRUCTURES

COMFORT iS A qUESTiOn 
OF POSiTiOn.
The seat has a crucial effect on the personal 
well-being and sense of security found in the 
vehicle. A feature necessary for an optimum seating 
position is a wide range of adjustment and  
locking systems that meet the highest safety 
requirements. Seat components require the use 
of high-strength steels that offer crash-optimised 
performance combined with lightweight design 
and sophisticated adjustment mechanisms.
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A consistent focus on lean production has led to very lean processes - not only at the headquar-
ters in Oberkirch, but also at our international production facilities in the Czech Republic, Canada, 
Mexico, and China. The extremely short reaction times to the customer’s changing requirements 
that resulted are a key competitive advantage. 

At the same time, order-related production requires maximum flexibility, precision, and detailed 
planning – areas where we also set the standards. Due to the consistent implementation of lean 
management principles in all relevant areas of our value chain, we have already twice received the 
prestigious Automotive lean Production Award.

PWO developers often succeed in creating ground-breaking solutions that go far beyond the  
customer‘s requirements and allow additional leeway in product design.

To us, “near-to-the-customer“ means always solving development tasks with the customer in 
mind. The customer and PWO work together to achieve the best solution, so that together, we can 
learn from each other’s experience. 

Therefore, our engineering and tooling development know-how is offered globally to all locations. 
Final adjustments for the series-production tools are always carried out jointly by the develop-
ment, production, planning, and construction areas of the respective plant.

pWo stands for short distances and high efficiency.

pRoDUCTion STRUCTURES
lEAN PROCESSES GUARANTEE 
COMPETITIVE ADVANTAGES.

WE PROTECT THE ELECTROniCS
in AUTOMOBiLES.
Electrics and electronics applications control an 
ever increasing number of vehicle functions and 
does not stop at steering. Steering motors require 
rotors, which can, if needed, strengthen the steering 
power by up to 4,000 revolutions per minute. We 
have developed a forming process for this which 
guarantees an exact position of the central axis in 
the housing so that the concentric rotation and 
imbalance of the components are minimised. This 
is how a longer lifespan and a minimum of noise 
are achieved.
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MANAGEMENT REPORT FOR 
ThE PWO GROUP AND PWO AG

Mechanical components and safety components comprise over 60 percent of our total revenue, 
and are sold predominantly to international Tier 1 parts suppliers. These part suppliers, in turn, 
resell these components to various manufacturers who use them as an integral part of their own 
systems for numerous models. 

On the following pages, we present the amalgamated Management Report for Progress-Werk 
Oberkirch Aktiengesellschaft and the PWO Group for the financial year ending December 31, 2011. 
The Group continues to prepare its accounts in accordance with International Financial Reporting 
Standards (IFRS) as applicable in the EU. Progress-Werk Oberkirch AG prepares its accounts in 
accordance with the provisions of the German Commercial Code.

The composition of the consolidated Group is described in detail in the Notes to the Annual Finan-
cial Statements. There have been no changes to the Group of consolidated companies that have 
materially affected the net assets, financial position, or earnings situation.

Company pRofilE

PWO is a leading international supplier to the auto industry. We serve our clients globally from five 
production facilities spread over three continents. At the end of the reporting period, the Group 
had employed a workforce of 2,664 employees including part-timers. Other regions are served on 
a contract-by-contract basis by means of cooperative arrangements with our partners. Our posi-
tioning as a strategic global partner to our customers is one of our key unique selling points in the 
competitive environment.

We are focused on sheet metal forming, in particular on sheet metal cold forming, and the use of 
highly sophisticated bonding technologies. We mass-produce components and subsystems in 
steel, including high-strength lightweight steels, stainless steel and aluminium and in some cases 
have unit numbers running into the millions.

We meet individual customer needs for a broad range of products. We currently produce over 1,000 
different components and subsystems in the context of series production orders with lifespans of 
typically five to eight years.

All of our products aim at achieving maximum comfort and safety in the vehicle. When viewed 
across a span of market cycles, these areas exhibit a level of sustainable growth that lies above 
the average trend: Demand among car buyers for greater comfort and greater safety in all vehi-
cle categories and in all sales regions is rising inexorably. Our revenue is spread over the three 
strategic product areas as shown in the graph below.

PWO HAS ESTABLiSHED THREE STRATEGiC PRODUCT AREAS

2011 revenue (100 % = EUR 331.1 million)

Mechanical components for
electric and electronic applications

Structural components and
subsystems for vehicle bodies 
and running gear

Safety components for 
airbags, seats and steering

28 %

39 %

33 %
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STRaTEgy anD ConTRol

Structural components and subsystems for vehicle bodies and running gear are generally sup-
plied model-specific and directly to the automobile manufacturers. here too however, the breadth 
of applications is increased by the rising trend towards using international platforms as a basis 
on which to build a variety of vehicle models. The bulk of our components and subsystems are 
delivered to the premium segment of the auto industry.

With this product range, we are the world’s only supplier with the ability to cover such a broad 
spectrum of products and embrace the entire value chain from customer-specific development 
via tool-making to series production. In addition, we are largely independent of the success or fail-
ure of individual models. last but not least, we are able to focus on attractive growth opportuni-
ties and avoid low-margin orders.

We continuously expand our competitive strength and profitability by utilising our innovative capa-
bilities in product solutions and production processes. Customer requirements, particularly when 
it comes to function, precision, weight, costs and deadlines, are not only met but often exceeded. 
We regularly introduce pioneering innovations in state-of-the-art mass production for the global 
automobile industry.

We have developed the fastest deep-drawing process worldwide in complex metal forming and 
have established ourselves as the world’s leading manufacturer of deep-drawn electric motor 
housings with an annual output of more than 100 million units. We are particularly successful in 
developing new solutions for sheet metal forming, which replace significantly heavier and more 
expensive cast or forged parts. Thereby, we experience a higher-than-average benefit from the 
trend towards light-weight construction, which is increasingly gaining momentum in the automo-
tive industry.

Innovation in tool-making is the deciding factor in determining component quality, production 
speed, and the integration of downstream processing stages in the forming process. Therefore, 
our in-house tool-making facilities are yet another one of our key unique features.

We have also earned a long-standing reputation as an ultra-reliable supplier noted for zero-defect 
quality. These factors collectively underpin enduring customer relations and open the door to ris-
ing order volumes.

STRaTEgy anD ConTRol

Corporate Strategy

PWO is a growth company. Our goal is to develop the Company independent of the cyclicality found 
in the automobile industry. Since the mid 1990s, we have successfully achieved this with the excep-
tion of the years 2008 and 2009 which were characterised by the global financial market crisis. 

We focus on market-leading innovation in a broad spectrum of products. This allows us to remain 
independent of individual contracts as well as of the success of individual vehicle models. In addi-
tion, we maintain a balanced revenue structure through a multitude of smaller individual orders 
and bulk orders. Thus we can ensure high capacity utilisation while at the same time limiting the 
risk of follow-on orders. 

Already in 1996, we had begun to establish ourselves globally. In 2005, we had stepped up these 
efforts which had then led to an acceleration in our growth. Not only were we able to penetrate 
new markets, but we were exclusively awarded international manufacturing contracts. The latter, 
in particular, included large quantities of components for vehicle platforms running over many 
years. Such contracts are very attractive mainly due to their positive effect on the utilisation of our 
facilities in Germany, Canada, and the Czech Republic.
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In the meantime, we have demonstrated that we are able to build up production abroad in the 
shortest time possible. Worldwide, the name PWO stands for high quality and reliability.

Thus, the basis has been laid for the Group’s quick and continued development in the years to 
come. The main growth drivers are our international locations, and in some cases, the high growth 
rates of their local markets, such as in Mexico and China. In addition, our superior product solu-
tions and our global delivery capabilities give us an advantage over pure local competitors. Our 
main focus for growth is first and foremost our current customers, all of which operate globally. 
Furthermore, we continue to steadily win new customers in the vicinity of our facilities. 

We are also confident that we can continue to grow even in mature markets. Our high level of inno-
vation allows us to succeed in regularly providing solutions that exceed customer expectations. 
This leads to increasing demand for our components from our broad range on offer.

Over the next few years, we plan to rapidly expand all of our locations. The technological expertise 
in sheet metal forming is expected to remain concentrated in today’s five locations. To expand our 
regional reach, we are planning to build additional assembly facilities. Compared to stamping 
facilities, these facilities will require lower investments in both the infrastructure as well as in the 
employee structure. Furthermore, we will continue to expand our network of cooperation partners.

Thus, PWO is at the outset of a period of further momentous growth while at the same time reduc-
ing its start-up costs. This should also contribute to an improvement in profitability.

Corporate management

The global management and leadership of PWO take place at the location in Oberkirch. here 
resides the technology and innovation centre of the Group. It is at this location that group-wide 
processes are developed and refined. The Company’s operations are steered primarily with consid-
eration to the earnings before interest and taxes (EBIT) and the cash flow from operating activities.

We have implemented an all-encompassing PWO Production System in which all operational pro-
cesses are documented in detail. This provides the transparency necessary to precisely manage 
business processes and to continuously and systematically improve them according to the princi-
ples of lean management. 

All sites are managed consistently throughout the Group taking the technological requirements 
and production levels into consideration. This facilitates the group-wide supervision of production 
and business processes. Additionally, our facilities take part in an on-going best-practice compe-
tition internally in all areas of business processes. As part of the PWO Production System, our 
zero-defect philosophy is documented and monitored worldwide and without exception.

Internally, PWO is organised along the lines of a continuous value chain. Customer-oriented devel-
opment, tool design, and series production work together in integrated teams from the product 
request to the start of series production. Even during a running production, the respective team 
regularly monitors the processes and continuously works on developing improvements in produc-
tivity and quality. 
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ThE EConomiC EnviRonmEnT 

The Economic Environment in 2011

The world economy did not grow as vigorously in 2011 as in the year before. According to the cal-
culation of the International Monetary Fund (IMF), real global growth was 3.8 percent, following 
5.2 percent in the previous year. Growth rates weakened everywhere. In the industrialised coun-
tries (1.6 percent after 3.2 percent), and in the emerging Asian countries (4.2 percent after 8.4 per-
cent) growth rates had halved. In the USA, the 1.8 percent growth recorded was sharply below that 
of the previous year (3.0 percent). Japan even went in to a recession due to the natural disaster. 
Growth in China remained robust with an increase of 9.2 percent after increasing 10.4 percent in 
the previous year, despite strong efforts to contain inflation. Due to the continued growth in Ger-
many and a slight upturn in France and Spain, economic growth in the eurozone slowed less than 
feared to 1.6 percent in 2011 from 1.9 percent in 2010.

According to preliminary calculations by the German Federal Statistics Office, German gross 
domestic product (GDP) in 2011 rose by a price-adjusted 3.0 percent (p/y: +3.6 percent). Thus, the 
economic catching-up of the German economy continued and only weakened slightly in the sec-
ond year following the economic crisis. In 2011, the pre-crisis level of GDP had again been 
exceeded. however, the growth took place primarily in the first half of the year whereas the sec-
ond half of the year witnessed a fall in growth similar to that seen in the rest of Europe.

The impetus came mainly from the domestic market. In particular, private consumption proved to 
be a brace for the German economy. The increase of 1.5 percent in real-terms, was the strongest 
rise seen in over five years. In addition, 2011 was again characterised by strong investment: Invest-
ment in capital equipment – including that for vehicles – grew 8.3 percent in real terms. With 
growth of 8.2 percent in real terms, foreign trade also continued with its dynamic growth. 

The international automotive market in 2011

In 2011, the automotive markets worldwide were in good shape. According to the German Auto-
mobile Industry Association (VDA), the global market for new vehicles rose 6 percent to 65.4 mil-
lion units. The USA, China, India and Russia even experienced double-digit growth rates.

Thus, sales of light vehicles (cars and light trucks) in the USA rose 10.2 percent as compared with 
last year, and amounted to 12.7 million units despite the continued weakness seen in domestic 
consumption. Following the strong growth of the Chinese market in prior years, this market saw 
a return to a normalised rate in 2011. Sales reached 12.2 million units, an increase of 8.4 percent 
over the previous year. In the Indian passenger car market, new registrations rose 6.0 percent to 
2.5 million vehicles despite a more restrictive monetary policy and higher diesel and gasoline 
prices. But above all, the Russian market showed the strongest momentum in light vehicles and 
grew 38.7 percent to 2.7 million units. In Brazil, 3.4 million, or 3 percent more light vehicles were 
sold in 2011.

In contrast, the Japanese car market declined for the year as a whole due to massive losses in 
production resulting from the natural catastrophe. This resulted in a marked decline of 16.3 per-
cent to 3.5 million units. Fortunately, the market recovered strongly as the year progressed and in 
the last quarter registrations saw double-digit growth in each month. December alone had grown 
21 percent.

The Western European passenger car market was also down overall in 2011. however, in terms of 
units, there was only a slight decrease of 1.3 percent to 12.8 million units. The development was 
similar throughout Europe (EU 27 plus EFTA countries) which showed a decline of 1.4 percent to 
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13.6 million units. This development was supported primarily by Germany. here, 2011 saw 3.2 mil-
lion new passenger car registrations. This amounts to around 257,000 or 8.8 percent more than in 
the previous year. The domestic market share of German manufacturers rose to over 70 percent.

In December, Western European sales fell a noticeable 4 percent to 927,000 passenger cars. This 
reflects the impact of the European debt crisis and the resulting general slowdown in economic 
momentum. here there was considerable variation in the development of the individual countries. 
While the German market continued to grow and reported a further 6 percent increase to 244,500 
units, the unit sales of the other large Western European markets showed, in some cases, a clear 
decline below the respective levels of the previous year. France recorded a decline of nearly 18 
percent, Italy declined 15 percent, and both Britain and Spain by 4 percent. In December, some of 
the smaller EU member states including Belgium, the Netherlands, and Greece, also reached 
double-digit growth rates. however, for the full year 2011, the Greek market dropped by 31 per-
cent. While passenger car sales during the year in the new EU countries remained only slightly 
below the previous year, in December, the region had also suffered a significant decline of 23 percent.

For the full year 2011, the German manufacturers increased their export volume by 7 percent to 
more than 4.5 million passenger cars. This means that within two years, they were able to recover 
from the dramatic decline of 2009 and reach a new record. Despite the sometimes sharp sales 
decline in many European countries, exports of passenger cars amounted to 325,900 units in 
December, a decline of just 1 percent as against last year’s very strong level. Incoming orders from 
abroad continued their positive trend and grew 10 percent over the previous year’s December level.

In 2011, German manufacturers were able to increase their market share in nearly all important 
markets, thus securing production at the German sites. Accordingly, the production of passenger 
cars in Germany reached nearly 5.9 million units for the entire 2011 year, which was a new record. 

In Russia, the German brands were able to increase their market share from 16 to 18 percent and 
thus managed to sell around a half of a million German vehicles. For the first time in the USA, Ger-
man manufacturers were able to sell more than one million light vehicles. here, they increased 
their market share for the seventh year in a row, reaching 8.2 percent in 2011. In the passenger 
car segment, the German manufacturers were also able to increase their unit sales by 13 percent 
to nearly 754,000 units, while the overall market grew only 8 percent. This means that every eighth 
new vehicle registration was of a German brand. In the premium segment, German brands enjoy 
a dominant position with a 44 percent share of the market. The premium segment – known in the 
USA as “luxury cars” – is not comparable with the segmentation in Germany. In the USA, this def-
inition includes models such as the BMW 1 Series, 3 Series, and 5 Series, the Audi A3, A4, A6 and 
the C- and E- class Mercedes Benz. According to this definition, six out of ten passenger cars, or 
around 437,000 units, which the German manufacturers have sold in the USA, are included in the 
luxury car segment.

The two-pillar strategy that the German manufacturers are pursuing in the U.S. market is paying 
off, namely both to export out of Germany as well as to manufacture locally. In the USA, the unit 
sales of vehicles manufactured in the NAFTA region (USA, Canada, and Mexico), grew strongly. 
however, at the same time, imports from Europe to the USA increased as well. Overall, the Ger-
man manufacturers produced around one million light vehicles in the NAFTA region in 2011, which 
was an increase of 40 percent compared with 2010. In 2011, in the USA alone, they were able to 
increase their production of light vehicles by nearly two-thirds to 466,000 units. Thus, every sev-
enth new vehicle produced by a German manufacturer abroad was produced in the NAFTA region. 
A large portion of this was exported and one third was sold in the USA.

In 2011, in the growth market India, German brands grew faster than the overall market and saw 
nearly a doubling of their market share to 5 percent. While the overall market grew 8 percent to 



managEmEnT REpoRT foR ThE pWo gRoUp anD pWo ag 49ThE EConomiC EnviRonmEnT 
nET aSSETS, finanCial poSiTion anD RESUlTS of opERaTionS 

2.5 million units, the German brands could raise their unit sales by 80 percent to over 120.000 pas-
senger cars. The German manufacturers proved to be the leaders, particularly in the premium 
segment. here, their market share is over 85 percent. 

According to the VDA, suppliers also experienced a good year in 2011. During the year, capacity 
utilisation in the sector proceeded to rise to over 88 percent and, as a result, was five percentage 
points over the prior year’s level and almost at the pre-crisis level of 90 percent. The sector’s sales 
increased 12 percent to EUR 69.0 billion. In the course of the year, incoming orders grew around 
one-tenth. however, towards the end of the year, domestic orders experienced a slight decline. In 
contrast, incoming orders from abroad remained on a robust trend.

nET aSSETS, finanCial poSiTion anD RESUlTS of opERaTionS 

Results of operations

In 2011, the PWO Group had been able to carry on with the strong growth witnessed in the previ-
ous year. Revenue increased 25.3 percent to EUR 331.1 million and total output increased 21.5 per-
cent to EUR 328.8 million. When compared with the sector, these growth rates were significantly 
above average: The German Automotive Industry Association (VDA) reported revenue growth for 
automotive suppliers of 12 percent in 2011. The global trend of the success of German manufac-
turers continued in 2011. This followed a strong and early stage recovery for premium automo-
biles in 2010, which had been primarily driven by export markets. Our intense focus on this 
demanding segment has proven itself once again as a growth driver. Furthermore, we were able 
to achieve mutually acceptable solutions with our customers with regard to the significant mate-
rial price increases which reached around EUR 20 million.

Revenues developed evenly over the year with all four fiscal quarters showing growth rates of 
about 25 percent. This was in contrast to last year where the fourth quarter had the strongest 
growth.

Tool sales increased significantly during the year growing 63.5 percent to EUR 34.1 million (p/y: 
EUR 20.9 million). These revenues were directly attributable to series productions with a certain 
time-misalignment. Therefore, they were comparatively low in the previous year after a high vol-
ume had been produced in advance in 2009 for the 2010 new production series. Revenues from 
tool sales in 2011 were also precursors to the onset of the current fiscal year series productions.

The earnings strength of the Group, which had become evident already in the prior year, was con-
solidated in the reporting year. This shows the very positive development achieved against the 

Selected data (in EURk) 2011
in % of 

total output 2010
in % of 

total output

Revenue 331,080 100.7 % 264,195 97.6 %

Total output 328,832 100.0 % 270,714 100.0 %

Cost of materials 179,707 54.7 % 140,828 52.0 %

Staff costs 87,962 26.7 % 77,023 28.5 %

Other operating expenses 32,248 9.8 % 24,761 9.1 %

EBITDA 35,828 10.9 % 33,050 12.2 %

EBIT 19,161 5.8 % 16,007 5.9 %

Net income for the period 9,016 2.7 % 6,459 2.4 %

inCOME STATEMEnT
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backdrop of the substantial share of rather low-margin tool sale revenues, as well as the passing 
through of material price increases which typically bear no margin. Both factors were the key rea-
sons for the increase of 2.7 percentage points in the cost of materials ratio.

The disproportional increase in other operating expenses was due to the growth-related, higher 
use of temporary employees, which rose by 31 percent on average over the course of the year. This 
mainly pertains to the Oberkirch site, where temporary work had been almost entirely eliminated 
during the economic crisis. In contrast, the rise in staff costs could be limited to 14.2 percent and 
consequently the staff costs ratio fell by almost two percentage points. This occurred despite the 
fact that in 2011, the specific provisions in the supplementary wage agreement from 2009 were no 
longer in effect due to the positive business development. The supplementary wage agreement 
was put in place to secure employment at the Oberkirch site. Therefore, all special payments 
which were part of the collective agreement were paid in full for the first time following the crisis. 
Depreciation and amortisation was only slightly above the previous year’s level due to the relatively 
low volume of investment in 2010.

In total, EBIT amounted to EUR 19.2 million (p/y: EUR 16.0 million). Currency effects in the Group 
had a positive impact of EUR 1.0 million (p/y: EUR 0.6 million). 

In the past, non-hedged intra-group loans have led to a high level of volatility in the reported EBIT, 
especially on a quarterly basis. In the fourth quarter of 2011, loans denominated in foreign cur-
rencies have been partially hedged.

The financial result remained almost unchanged at EUR -6.3 million (p/y: EUR -6.2 million). The 
tax rate declined further to a favourable level of 30.0 percent (p/y: 34.1 percent). The considerable 
decline was due to the application of tax credits at our site in the Czech Republic. We had already 
mentioned last year that this application would have a favourable impact on our tax rate in the 
years to come.

Segment Reporting

According to the Group’s management, our production facilities provide the basis for our segment 
reporting, broken down by regions. The segments are determined according to location of the 
Group’s assets. Accordingly, segment revenues are also allocated according to the location of the 
assets. 

Supplies and services exchanged between the various locations include mainly the tools produced 
at the Valašské Meziříčí facility in the Czech Republic for other facilities. These are consolidated 
at the Group level.

inTERnATiOnAL LOCATiOnS HAVE ACHiEVED THE TURnAROUnD

EBIT (in EUR million)

2011

2010

2009

2008

Group EBiT

19.2

16.0

-4.9

7.7

German site
International site

Consolidation items

18.1 1.2
-0.1

-0.6

0.1

17.9

11.4-3.8

-6.0 1.7

-1.9
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The PWO Group headquarters are allocated to the segment Germany. This is where the parent 
company Progress-Werk Oberkirch AG is located. The parent company conducts the operations of 
the Oberkirch site and provides the Group’s management structures. 

The revenue increase was still above average when compared to that of the industry. however, 
Germany’s growth rate lagged behind that of the Group. This was solely due to the fact that the 
announced surge in growth from our foreign locations began in the reporting year. 

The Germany segment continues to achieve the main earnings contribution to the Group. The 
decline in the EBIT margin in 2011 is explained by the above-mentioned impact of the cost of mate-
rials and the use of temporary employees. Both had disproportionately weighed down on our year-
on-year comparisons. In addition, extraordinary costs related to the large number of new series 
productions were also to blame. Currency effects of EUR 0.3 million had a positive effect on EBIT 
for the reporting year.

The interest expense declined slightly once again and amounted to EUR 3.1 million (p/y: EUR 3.2 
million). After taxes, net income for the period amounted to EUR 10.7 million (p/y: EUR 10.3 million).

Selected data (in EURk) 2011
in % of

total output 2010
in % of

total output

External revenue 228,861 96.9 % 196,518 95.6 %

Total output 236,217 100.0 % 205,552 100.0 %

EBITDA 28,471 12.1 % 28,921 14.1 %

EBIT 18,095 7.7 % 17,921 8.7 %

Net income for the period 10,681 4.5 % 10,319 5.0 %

SEGMEnT GERMAny

Selected data (in EURk) 2011
in % of

total output 2010
in % of

total output

External revenue 39,997 102.4 % 25,631 83.6 %

Total output 39,066 100.0 % 30,646 100.0 %

EBITDA 4,262 10.9 % 3,483 11.4 %

EBIT 1,912 4.9 % 1,390 4.5 %

Net profit for the period 1,162 3.0 % 798 2.6 %

SEGMEnT REST OF EUROPE 

In the reporting year, our location in the Czech Republic, which is allocated to the segment Rest 
of Europe, profited from not only increasing market demand but also again from the new start-up 
and accelerated series productions. External revenue grew by 56 percent and thus, was again sig-
nificantly stronger than the Group as a whole. The strong increase in tool sales of nearly 59 per-
cent to EUR 11.0 million (p/y: EUR 6.9 million) shows a recovery exceeding pre-crisis levels follow-
ing the crisis-induced sharp declines of previous years. The invoicing of the tools is mirrored in 
the decrease seen in inventories of finished and unfinished goods, which led to a lower increase 
in total output when compared with revenues.

Due to the strong increase in revenues of lower-margin tool sales, the EBITDA margin had a slight 
decline. however, the EBIT margin, measured in terms of total output, showed a further improve-
ment, even after the considerable rise in the prior year. Reflected again is the fact that since last 
year, the site in the Czech Republic is very well utilised following the high start-up costs in the pre-
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In the NAFTA area segment, our two locations, Canada and Mexico, are combined. In those loca-
tions a number of new series have started or were ramped-up in the reporting period. In Mexico, 
the existing production programme is being largely replaced by new series production orders. 

In the previous year, both sites had already profited from the North American automobile indus-
try’s renewed increase in sales and reported strong growth. In the year under review, these sites 
have not only continued this trend, but generated an even accelerated combined growth rate of 
53.1 percent. The decisive factors here were the new production start-ups at both sites. 

In the reporting year, Mexico has not yet reached break-even. however, the development was still 
considered satisfactory since the net loss for the year had halved and also since the site had made 
significant progress in the direction of attaining profitability – particularly in the second half of the 
year. In comparison, in 2011, the Canadian site had again surpassed the break-even level. As a 
result, the operating performance of the two sites combined was positive in 2011. With a result of 
EUR 0.5 million (p/y: EUR -2.0 million), the EBIT of the NAFTA segment made a positive contribu-
tion to Group EBIT. The currency effects for this segment were also immaterial and the net profit 
for the period amounted to EUR -0.8 million (p/y: EUR -2.8 million).

Selected data (in EURk) 2011
in % of

total output 2010
in % of

total output

External revenue 57,259 97.2 % 37,403 92.1 %

Total output 58,925 100.0 % 40,592 100.0 %

EBITDA 3,808 6.5 % 1,275 3.1 %

EBIT 543 0.9 % -1,990 -4.9 %

Net profit for the period -773 -1.3 % -2,817 -6.9 %

SEGMEnT nAFTA AREA

Selected data (in EURk) 2011
in % of

total output 2010
in % of

total output

External revenue 4,963 82.3 % 4,643 96.5 %

Total output 6,033 100.0 % 4,813 100.0 %

EBITDA -532 -8.8 % -668 -13.9 %

EBIT -1,252 -20.8 % -1,339 -27.8 %

Net profit for the period -1,973 -32.7 % -1,884 -39.1 %

SEGMEnT ASiA 

vious years. EBIT increased by 37.6 percent in 2011 to EUR 1.9 million (p/y: EUR 1.4 million). Due 
to an income tax benefit which resulted from the application of tax credits, a net profit for the 
period was achieved in the amount of EUR 1.2 million (p/y: EUR 0.8 million).

As expected, the location achieved a significantly higher EBIT in 2011 than in the previous year. The 
currency effects were insignificant for the year. In future years, we expect a further significant con-
tribution to the improvement in Group results.

nET aSSETS, finanCial poSiTion anD RESUlTS of opERaTionS 
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The segment Asia represents the development of our location in China. As is well known, it is cur-
rently in the development phase and is loss making as expected. Revenue and total output 
increased further in the reporting year. As part of its development, there is a gradual start-up and 
ramp-up of new series productions. This will make a positive contribution to results in the coming 
years. The development of EBIT in 2011 was effected by positive currency effects in the amount of 
EUR 0.7 million (p/y: EUR 0.5 million). It is expected to take another two years until sales volumes 
and profitability reaches our medium-term targets.

financial position, net assets and investments

inTERnATiOnAL BUSinESS ALREADy COnTRiBUTES 55 % TO TOTAL REVEnUE

2011 revenue (100 % = EUR 331.1 million)

Export share of German site

China

Canada

Mexico

Czech Republic

24 %

2 %

9 %

8 %

12 %

Germany

45 %

Selected data (in EURk) 2011
in % of

total assets 2010
in % of

total assets

Non-current assets 129,438 53.8 % 116,422 52.1 %

Current assets 111,297 46.2 % 107,037 47.9 %

Total equity 74,784 31.1 % 68,971 30.9 %

Non-current liabilities 67,405 28.0 % 88,559 39.6 %

Current liabilities 98,546 40.9 % 65,929 29.5 %

Total assets 240,735 100.0 % 223,459 100.0 %

Cash flow from operating activities 25,547 24,840

Cash flow from investing activities -26,412 -16,849

Cash flow from financing activities -5,787 -7,055

Net change in cash 
and cash equivalents -6,652 936

BALAnCE SHEET AnD STATEMEnT OF CASH FLOWS 

Total assets increased 7.7 percent during the reporting year to EUR 240.7 million (p/y: EUR 223.5 
million). Property, plant, and equipment rose 11.8 percent due to the significant increase in invest-
ments in growth compared to the previous year. Despite the considerable business expansion, the 
capital tied-up in current assets had a comparably small increase. It rose only 4.0 percent. Our 
improved inventory management led to a noticeably lower stock of unfinished goods and services 
at the balance sheet date as compared to last year.

nET aSSETS, finanCial poSiTion anD RESUlTS of opERaTionS 
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Non-current liabilities decreased substantially from EUR 88.6 million to EUR 67.4 million due to 
a smaller portion of non-current interest-bearing liabilities. This correlates with the increase in 
the current portion of interest-bearing liabilities (EUR 57.7 million after EUR 28.3 million), and 
with that current liabilities in total. This is mainly due to the planned reclassification of borrow-
ings at the balance sheet data which have various due dates in 2012. Negotiations are near com-
pletion for new borrowings which are long-term and in comparable amounts. Bank borrowings 
increased by 8.8 percent to EUR 94.8 million (p/y: EUR 87.1 million). In contrast, there has been 
very little change in trade payables.

Cash flow from operating activities increased slightly to EUR 25.5 million (p/y: 24.8 million) despite 
the nearly 40 percent increase in net income in 2011. This was mainly due to higher tax payments 
which had tripled to EUR 5.8 million (EUR 1.9 million). In total, the build-up of working capital also 
had a negative impact on cash flow.

The investment made to finance our growth used significantly more resources in 2011 than in the 
previous year. With investment of EUR 18.3 million in the German site, the amount had more than 
doubled. Among other things, the investment was targeted at construction and manufacturing 
facilities which were needed for an extensive cross-member delivery program for a German pre-
mium customer. 

At EUR 3.3 million (p/y: EUR 0.5 million), there was also considerably more investment in China in 
2011 in advance of the start of another cross-member order from the same customer. In contrast, 
investment in the rest of Europe and the NAFTA region had declined. Overall, payments for invest-
ment in property, plant and equipment amounted to EUR 24.9 million (p/y: EUR 15.3 million) and 
was 62.9 percent higher than in the previous year. Cash flow from investing activities totalled EUR 
-26.4 million (p/y: EUR -16.8 million). After interest paid and received of EUR 4.7 million (p/y: EUR 
4.6 million), free cash flow equalled EUR -5.6 million in 2011. last year, it had amounted to a pos-
itive EUR 3.4 million.

Cash flow from financing activities excluding interest paid, totalled EUR –1.1 million in 2011 (p/y: 
EUR -2.4 million). On balance, proceeds from borrowing amounted to EUR 1.4 million after EUR 
2.5 million were repaid in 2010. Dividend payments amounting to EUR 2.5 million for the 2010 fis-
cal year were also recorded in 2011. In the previous year, no dividend had been paid since in 2009 
a decision was made to omit the dividend due to the global economic crisis.

Overall, this resulted in a net change in cash and cash equivalents of EUR -6.7 million in the 
reporting year (p/y: EUR 0.9 million).

SOLiD EqUiTy RATiO, BUT RELATiVELy HiGH GEARinG (in %) 

2011

2010

2009

2008
Equity ratio

Gearing

120.7

115.8

128.7

98.8

31.1

30.9

30.0

33.1

On the equity and liabilities side of the balance sheet, equity saw primarily an earnings-related 
increase of 8.4 percent to EUR 74.8 million (p/y: EUR 69.0 million). The equity ratio improved 
accordingly to 31.1 percent (p/y: 30.9 percent). Gearing (net debt as a percentage of equity) had 
increased over the previous year to 121 percent (p/y: 116 percent) due to a much higher level of 
investment which was in part financed through borrowings.

nET aSSETS, finanCial poSiTion anD RESUlTS of opERaTionS 
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oRDER SiTUaTion

In order to minimise risk, our fundamental principle is to ensure a broad diversification of our 
orders. This allows us to remain independent of the commercial success of single vehicle models 
and largely independent of bulk orders for individual products. Additionally, we strive to optimise 
our capacity utilisation and stagger the start-up and run-down times of the various series produc-
tions. 

With the lifespan of orders averaging five to eight years, every year we replenish about 15 percent 
of our Group sales with new contracts. The typical lifetime volumes range from the low single-dig-
its to the three-digit millions. Given the long lead times in our business, we are currently winning 
contracts where production is scheduled to begin in 2013/2014.

In fiscal 2011, we were again very successful in acquiring new orders across the entire spectrum 
of our product range. In some cases, following the very large individual orders of the past few 
years, we again succeeded in winning a diverse range of mid-sized orders. 

What is particularly pleasing for us is that our customers entrust us more and more with the sup-
ply of a product from several of our locations. Our internationalisation strategy is demonstrating 
its full success. For this reason, we will continually expand the production ranges of our newer 
sites in China and Mexico.

All of our locations will benefit from the new orders received in fiscal year 2011. A below-average 
proportion of the volume is planned for Canada since it has almost already reached its full capac-
ity based on currently planned series productions. 

Even our currently smallest site in China will see strong growth in the coming years. Currently, 
most of China’s sales volume still stems from electric motor housings. however, seat locking 
mechanisms as well as components for airbags, chassis, and gear boxes are also produced there. 
Future contracts will strengthen these product lines. In addition, cross-member production will 
be added in 2012. 

We are often contracted by our customers to deliver the components according to all of the local 
requirements. This represents a high level of confidence in our delivery capabilities and under-
scores the reputation our Company has developed in the meantime.

gEnERal STaTEmEnT on ThE EConomiC SiTUaTion of ThE gRoUp 

Currently, the PWO Group is very well positioned as a global automotive supplier. With Oberkirch 
in Germany, we have a high-performance site that sets industry standards. Globally, we are of the 
highest quality and are able to deliver on schedule through five of our own production sites as well 
as by using the total of our seven cooperation partners. This has put us in a position to acquire 
large orders in an international scope, which will continue to contribute to high growth in the 
future. 

Therefore, over the next few years, we expect a disproportionate increase in earnings since our 
international sites have passed the peak of their start-up costs and will increasingly contribute 
positively to the Group’s result. 

The efforts to internationalise, and the aftermath of the 2008/2009 financial market crisis, have 
led to a relatively high level of gearing (net debt in percentage of equity). This should gradually 
decline with the help of increasing earnings among other things. Apart from this, the Company 
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EmployEES 

maintains good and stable relationships with banks. These relationships allow us to take full 
advantage of future growth opportunities by exclusively focusing on the Group’s long-term strate-
gic interests and by financing the related investments.

In the next few years, the Group will reach a new dimension. Both profitability and balance sheet 
ratios will noticeably improve. As a result, we will further strengthen our competitive position.

EmployEES 

The development of our workforce can be considered a leading indicator of our future growth. New 
employees are hired and trained in advance of extensive series launches. This in turn, ensures that 
the launches are both time efficient and cost efficient. 

In fiscal year 2011, we expanded the number of employees, particularly in the NAFTA region. The 
workforce at the Canadian site increased significantly in the course of the year. In principle, this 
location has a very lean structure and had undergone significant workforce reductions following 
the last recession.

In Mexico, we have expanded our workforce in order to secure the 2012 series ramp-ups and to 
support further growth. Our Chinese site is currently in the development phase and will be 
expanded analogous to the trend in new orders. 

In 2011, after the addition of a large number of new employees in the Czech Republic, we have now 
reached a level of employment that will be able to support the currently planned development in 
that location. Consequently, only a small increase is expected in the future. 

At our highly efficient and largely automated German site, the expansion in workforce is generally 
lower than at our international sites. Furthermore, as was planned, the growth in revenue, exclud-
ing the effect of passing on higher material prices, was lower than that seen at our swiftly expand-
ing international sites.

In the future, in Germany, we will continue to focus our hiring on selected key functions. In addi-
tion to our PWO Production System, we have started a lean-Office-Programme in the administra-
tion area in order to increase efficiency. In the context of further international growth and the 
increasing demands on the management in Germany, the current team should be sufficient 
enough to handle the task. 

Traditionally, we have been strongly committed to the training of young people in order to give 
them a chance to enter the workforce and to ensure that the Group has the skilled workers it 
needs to secure further growth. Along with our home base in Germany, we offer training pro-
grammes at our international locations. China is a particular focus of ours when it comes to train-
ing. This is due to the lack of skilled workers available for recruitment who possess the necessary 

ALMOST 400 nEW JOBS WERE CREATED

Number of employees in the Group by location as of December 31 (including part-timers)

Germany
Canada      

 Czech Republic 
China      

 Mexico      
Trainees

2011

2010

2009

2008

2,664

2,288

2,046

2,010

1,340 172204 391407 150

1,209 114165 292383 125

1,116 80106 279316 149

1,054 106 368319 125

Total

38
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knowledge of our production processes. In Mexico, we are collaborating with an automobile man-
ufacturer’s training institute. In the Czech Republic, we supplement the existing training program 
with our own courses. 

Additionally in 2011, we have invested extensively in continuing education. In the reporting period, 
our budget for training and continuing education amounted to a total of EUR 2.8 million (p/y: EUR 
2.3 million). 

aDDiTional infoRmaTion

product and process innovation

Product and process innovations are crucial success factors in securing and expanding our com-
petitive position as a supplier to the international automotive industry. Beyond the obvious fulfil-
ment of a component’s or module’s functional requirements, is the presentation of intelligent and 
creative solutions in the tender offer. This is how we can add value above and beyond traditional 
avenues and how we can promote ourselves as a development partner for future conceptual for-
mulations, even before a series contract goes to tender.

Thereby, we benefit from the extensive expertise we have gained though offering diversified appli-
cations as part of our broad product range and which validate our unique market position.

Additionally, we have positioned ourselves early enough to benefit from the trend towards light-
weight construction. We certainly expect increased competition in the future from other technol-
ogies such as hot forming of steel sheets, plastic injection moulding, or in the use of other mate-
rials such as carbon-fibre-reinforced-polymers (CFRPs). however, this will only happen to a small 
extent. 

We will benefit much more from the shifting of trends in favour of our portfolio. For example, we 
see a strong trend towards replacement of forged and cast components to those made of steel 
sheets. We have already earned a reputation in the market for such solutions. This also applies to 
the use of high-strength steels and high-quality joining and bonding technologies for load-opti-
mised components and subsystems. 

Our own tool-making facility represents a vital part of the practicability of innovative manufactur-
ing processes in modern mass production. It is the tool that determines both the precision of the 
product as well as the production process speed that is achievable without forfeiting quality.

In order to produce components where the essential feature is the adherence to tolerances of a 
few hundredths of a millimetre, it is necessary to have tools which are built to be even much more 
precise. Only very few companies are able to meet these requirements. It is for this reason that 
tool-making has traditionally been a core competence of PWO and the rationale for it being instru-
mental in contributing to the competitiveness of the Group.

Quality management

Our zero-defect philosophy depicts a core aspect of our self-image. It is practiced group-wide and 
along the entire value chain. In production we attach importance to the permanent reduction of 
errors. In delivering to our customers, we provide zero-defect quality through stable processes as 
well as an integrated and automated quality control, to the greatest extent possible. 

This underpins our reputation as a leading provider offering the utmost in dependability and deliv-
ery reliability. As a manufacturer of safety components, we feel particularly committed to high 
quality standards, independent of the individual customer requirements.
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Through a reduction in error-related costs, we can strengthen our earnings power. By means of 
visible documentation which is available at any time to all employees and describes the quality of 
every single step in the production process, we create healthy competition within the Group and 
achieve the best performance possible. 

In 2011, in the context of continuously improving our internal processes, we initiated a compre-
hensive lean-Office-Project to not only prevent errors, but to also continue the improvements in 
the quality and efficiency of the administration activities.

Sales and marketing 

Currently, we maintain relationships with customers who are the main OEMs or tier 1 and tier 2 
suppliers in the automotive industry. Therefore, the main focus of our marketing and sales efforts 
is directed toward the expansion of sales to these customers, all of which operate globally. We 
position ourselves very early on in order to win subsequent orders for current series productions. 

In addition, we generate our growth from two sources in particular. First, we specifically market 
solutions from product areas not yet purchased from us by the customer. Second, we also deliver 
to the non-European production facilities of our customers whom we can now reach thanks to the 
international structure we have managed to achieve. Since new series orders are usually awarded 
when there is a model change, the main impetus for growth from the international expansion pro-
gram of recent years is yet to be seen. 

Our new plants in China and Mexico enjoy the added potential of qualifying for more series con-
tracts, which they cannot accept currently, after a further expansion of their technological capa-
bilities. We are working intensively and in accordance with the respective local market opportuni-
ties to achieve this. 

We also use our opportunities to acquire new customers, and we do so with persistence. Usually, 
growth is generated only in the medium-term to long-term due to the long lead times involved.
 
Research and Development

PWO produces exclusively to customer orders. Accordingly, the vast volume of development costs 
arises in the context of customer projects. These costs are either partially reimbursed at the con-
clusion of a defined developmental phase or paid for directly through the prices for parts in the 
course of the series production.

logistics and procurement 

We work with steel, stainless steel, and aluminium. We source our raw materials from various 
suppliers on the global market. Apart from standard grades, we procure special alloys for a large 
proportion of our products. These are delivered by our long-standing partners in the European 
steel industry to our international locations as well since it is usually impossible to attain them 
locally. We do not enter into commitments requiring purchase minimums. Short-term scheduling 
is based on the call order volume forecasts given to us by our customers. 

Corporate Responsibility

We consider ourselves corporate citizens and as such are committed to acting responsibly, even 
beyond compliance with the law. This applies to our international sites as well as to our German 
domestic site. Our goal is to shape the interactions between employees, customers, business 
partners, and the social environment, in such a way as to avoid or restrict any impairments result-
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ing from our business activities. All this, while taking into account social issues and the protec-
tion of the environmental as well as the conservation of natural resources. 

Our efforts also extend to ensuring comprehensive occupational health and safety levels. We also 
maintain a corporate culture centred on employee appreciation, and we support their voluntary 
commitments to society. The Group is also engaged in a variety of ways, including protecting the 
environment whenever possible and contributing to a permanent reduction in the natural 
resources consumed per product unit. 

RiSk REpoRT

Description of the Risk management Strategy

The goal of our risk management strategy is to avoid existential risks, as well as limit strategic 
and operational risks as far as it is possible and economically feasible to do so. Financial risks are 
avoided that do not arise from our business operations. For example, we do not take open posi-
tions in derivatives if these do not facilitate the securing of our operational business. Conse-
quently, the financial department is not treated as a profit centre. 

As a matter of principal, our business model and our operating processes are structured so as to 
limit risk, and we continue to strengthen this position. This includes our position as a leader in 
quality and innovation and our role as our customers’ strategic partner. Our broadly diversified 
product portfolio serves just as much to limit risks as does the use of standardised machines and 
equipment and our organisation along the value chain. 

With our traditionally high commitment to employee training and further education, we aim to 
develop a substantial portion of our experts internally – both in developed markets, where demand-
related constraints may be possible, as well as abroad, where in some cases there is a lack of 
skilled workers with the necessary qualifications. Our suppliers are seen as cooperation partners 
with whom we maintain long-term relationships and stabile processes.

key aspects of Risk management at pWo 

PWO’s risk management system has proven itself in both, phases of strong growth as well as 
recessive phases, and has demonstrated its exceptional capabilities. Therefore, fundamental 
changes were not required in the 2011 financial year. The principles formulated by the Manage-
ment Board were refined as required and documented accordingly in our risk management hand-
book. This handbook systematically identifies, describes, and assesses risks and the manner in 
which they should be addressed. „Risk owners“ report to the Management Board regularly each 
month or immediately if new material risks become apparent. 

The functionality of the risk management system is subject to a regularly scheduled internal 
review. The efficiency of the early risk detection system was audited along with the annual finan-
cial statements and confirmed by the auditor.

The risk management system is applied uniformly throughout the Group, and is subject to the 
stage of development of each individual location. however the scope of application varies: the sys-
tem is implemented on a full-scale in Germany, Canada and the Czech Republic. At our Mexican 
plant we have implemented various central elements which have been adapted to the individual 
local situation. The plant in China is at the development stage and is still recording a low level of 
revenue. Accordingly, its day to day business processes are less complex and can be supervised 
using selected risk management system modules.
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key aspects of the internal Controlling and Risk management System 

We consider an internal control system to be a system comprising the principles, processes, and 
measures introduced internally and whose implementation on an organisational level is at manage-
ment’s discretion

 to safeguard the effectiveness and economic efficiency of business operations (including the  
 protection of assets and the prevention and detection of asset impairments),
 to ensure the correctness and reliability of internal and external accounting processes, and 
 to comply with the provisions of the applicable laws.

The risk management system comprises the complete organisational rules and measures 
designed to recognise risk and deal with the risks inherent in the conduction of business. With 
regard to accounting procedures, the following structures and processes have been implemented 
at PWO:

The Management Board bears the overall responsibility for the accounting-related internal con-
trol and risk management system within the Group. All strategic units are integrated into a clearly 
defined management and reporting structure. The principles, structural and procedural organi-
sation, and processes entailed in the internal system for the management and control of account-
ing risks, are defined in a handbook which is updated at regular intervals.

PWO Group’s accounting regulations ensure that uniform recognition and measurement stand-
ards are applied by the consolidated domestic and foreign companies. Underlying these rules is a 
uniform group-wide system of accounts. Transactions are recorded by the operating units in a uni-
form bookkeeping system based on SAP, which, for example, facilitates plausibility checks on 
accounting processes at strategic business units.

Concerning the accounting process, we consider those features of the internal risk management 
and control system to be significant when they can materially influence the accounting and over-
all information provided in the financial statements, including the management report. This 
applies especially to the following elements:

 Identification of the essential risk and control areas,
 Monitoring controls in order to oversee the process and its results at the level of the Management  

 Board and the strategic business unit. This includes regular visits to foreign plants throughout  
 the year by the CFO and parent company management staff, 
 Preventive control measures within the finance and accounting system and within the operational  

 business processes, that are material for the accounting, including the separation of functions  
 and predefined approval processes in the relevant areas,
 Measures to ensure the proper IT-based processing of accounting matters and data,
 Measures to monitor the accounting-related internal risk management and control system,  

 including intensive personal communication between management staff at the parent company  
 and its foreign plants.

Changes in the Risk Situation in 2011 

The company and industry-related risks of the PWO Group remained unchanged during the year 
and significant new risks did not arise. The production volume of the Group was periodically at 
capacity at some sites in 2011. At the same time, an unusually large volume of new launches were 
undertaken. Although this resulted in earnings risks, it was possible to successfully control and 
limit these risks. 
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The macroeconomic risks rose significantly in 2011. less than three years following the beginning 
of the financial market crisis, Europe and the USA are experiencing a severe sovereign debt cri-
sis, the end is not in sight. The current high unemployment and recession risk experienced in 
some countries will tend to increase through the adoption or continuation of the necessary aus-
terity measures. Economic forecasts are being revised in ever shorter intervals and, as a result, 
the fluctuations in the capital and commodity markets have increased significantly. 

Therefore, we have started to observe the important macroeconomic and capital market-related 
risk factors even more intensely. This assists us in evaluating the likely developments and recog-
nising and managing any risk at an early stage.

Risk Related to the market and Capacity Utilisation 

Market risks include the need to safeguard the adequate utilisation of the production capacity of 
our sites by securing orders suited to our available equipment at the margins required for our  
capital-intensive business. 

In the case of existing orders, the market and capacity utilisation risks in normal cycles extend pri-
marily to delays in new project start-ups and to sales fluctuation in series production resulting 
from a fluctuation in end-customer demand. Thanks to our broad product range, which comprises 
over 1,000 different components and systems manufactured to meet individual customer needs, 
we are able to effectively refute these market risks. In order to respond properly to fluctuations in 
demand, we work continuously on improving the flexibility of all of our operating processes. This 
allows us to economically manufacture even small unit volumes. 

The recent upturn in the premium model segment was accompanied by a marked shift in the 
demand structure towards developing countries such as China: a shift which in the view of many 
experts is likely to be sustained. Currently, we are profiting substantially from this trend, since the 
rapid increase in demand from our European customers is largely driven by exports outside of 
Europe. This in turn leads to a corresponding increase in call orders placed on local production 
facilities. 

For the future, we expect automobile manufacturers to place even more of an emphasis on the 
development of local production in foreign markets. With our recently developed international 
plants, we are well positioned to seize the ensuing opportunities for growth. 

however, we do not see any long-term structural capacity risks for our established plants in Ger-
many and Canada. Both of these facilities serve automotive markets of such size that we expect 
to continue to maintain adequate capacity utilisation in the future, and achieve growth by adding 
market share. This perspective is underpinned further by the fact that these locations possess 
competence over a broad spectrum of products and are well equipped in terms of plant and 
machinery. Consequently, they are not dependent on follow-up orders from single segments of the 
market.

Our broad-based positioning also means that we are not dependent on individual major custom-
ers, since our sales to automotive industry groups are always spread across diverse contractually 
independent projects, each of which concern separate products with differing contract terms and 
volumes. The probability of all projects for any one customer failing simultaneously is extremely low. 

The following agreements were made for contracts with defined services to be provided by us: In 
the case of our services including an amortisation agreement for the entire life of the contract, 
certain obligations will be incumbent on the customer in the case of a contract cancellation. Pro-
ject-specific market risks related to investments and pre-financing of services are contractually 
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hedged in line with usual market practices. No significant risks from development services exist 
which would be amortised via the unit price in the course of a series production.

Additionally, the permanent increase in competitive pressure is one of the typical market risks for 
the automotive components industry. As a leader in innovation we provide our customers with 
quantifiable added value. Furthermore, we are constantly improving the efficiency of all opera-
tional processes. Our positive development, which has been sustained over many years, proves 
that we are capable of successfully overcoming these risks.

performance and Quality-related Risks

Performance and quality-related risks are among the major risks facing the PWO Group. Today, 
series production for the international auto industry means meeting the demands of maximum 
process security, product quality, and delivery reliability in mass production, in a successful way 
over many years. 

Performance failures not only lead to short-term financial losses but also to considerable dam-
age to reputation which can also substantially weaken the supplier‘s position in annual price nego-
tiations - both during the lifetime of an order and when new orders are placed. 

Therefore, managing the performance risks and quality risks is integral to all of our business pro-
cesses. Documenting the conduct and stability of our processes as part of the PWO Production 
System, renders these processes to permanent systematic improvement. We not only document 
for our own internal use but also increasingly for the use of our customers. here we document the 
details which not only pertain to the quality of the final product, but also the single steps within 
the production process. In doing so we are once again positively differentiating ourselves from the 
competition and further underlining our market-leading position.

In order to limit production failures and downtime we carry out preventive maintenance to our pro-
duction systems. We also strive to be able to manufacture any given product on at least two 
machines. 

The described levels of performance reliability and product quality will not only be refined at our 
established plants in Germany, Canada, and the Czech Republic, but will also be transferred on a 
step-by-step basis to our newer locations in China and Mexico. Generally however, the markets in 
these countries do yet necessitate the highly-complex, fully-automated production processes 
which are employed at our other locations. Accordingly, greater leeway is allowed in the produc-
tion process which in turn helps in limiting risk. 

Risks arising from our international presence 

The Group is globally structured and we would like to pursue further globalisation in the future. In 
order to shorten development phases and limit structural capacity utilisation risk, our sites are 
positioned in regions where our existing customer’s production facilities are located and where we 
can more easily foresee the growth opportunities arising from upcoming model changes. 

On the other hand, we only develop new production plants in locations where there are already a 
sustained high demand for our products and services. In the next few years, and depending on our 
ability to acquire contracts, the further expansion of the international presence will be pursued by 
means of additional assembly plants which are less capital intensive than the manufacturing sites.

Above-average investment risk is found mainly in China, where we have developed an entirely new 
location with the correspondent and necessary infrastructure investment. here, investment in 

RiSk REpoRT
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production equipment is also determined by the order situation. Risks related to performance and 
quality at the international locations are limited using group-wide unified business and produc-
tion processes that are part of our PWO Production System and are documented and monitored. 

In order to limit management risk and to support the development of technological capabilities at 
our plants in China and Mexico, we have placed experienced employees in important positions at 
our international plants that are either from our German plant or trained there. Moreover, we are 
continuing to successively develop our Group management functions.

Our ability to expand our international locations with success was firmly underlined in fiscal year 
2011. For the first time since the beginning of our international expansion, all foreign locations 
showed a positive development at the same time. The peak of the start-up and expansion costs 
has thus passed in the international markets.

Risks to accounts Receivable 

We do business with international automobile manufacturers and their suppliers; companies that 
have been successfully established in the marketplace for decades. This fundamentally limits the 
risks arising from receivables. At the same time we keep in close touch with market developments 
and customer behaviour patterns in order to detect potential warning signs at an early stage, and 
where possible react accordingly. For additional security, we have arranged for commercial credit 
insurance. 

Also at our international sites, we collaborate mainly with existing customers of the Group in order 
to deter greater risk. In view of our zero-defect quality, risks arising from receivables are insignificant. 

financial Risks

Financial risks are comprised mainly of financing, interest, and currency risks. These risks had 
increased considerably during the 2008/2009 crisis. Following a somewhat milder period, the cur-
rent sovereign debt crisis has again caused these risks to rise significantly. We expect the very high 
volatility of the financial markets to continue to remain at a much higher level than in the past. 
Therefore, we have greatly increased our monitoring of the capital markets in order to be able to 
recognise and react to these emerging risks.

Until now, we have not deemed it necessary to increase our funding instruments from that of the 
traditional bank loan. In some cases, the very long-term relationships with our banking partners 
have proven themselves again in recent years. There has never been a doubt as to our access to 
sufficient funding – neither for the financing of working capital, nor for that of investment in growth. 

Other financial risks may arise in cases where a financial institution does not fulfil its obligations 
in connection with the investment of liquid funds, or as counterparty of derivative financial assets. 
We rely on the careful selection and diversification of our partners and therefore see no need for 
adjustments with regard to risk management.

Interest rate risks are limited using an appropriate combination of short-term and long-term bor-
rowing. In principle, investments associated with long-term customer orders are also financed 
over the long-term. In the case of variable-interest loans, interest rate swaps are also employed. 
hereby, we strive for a balanced maturity profile of our loans and of our interest rate hedges. We 
consider this an integral part of our risk management.

In recent years, and also intra-year in the period under review, there has generally been a mark-
edly higher volatility in the area of currency risks. In order to limit currency risks in our business 

RiSk REpoRT
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operations, we enter into hedging transactions based on comparable principles throughout the 
Group. We also hedge in order to protect ourselves from currency translation risks with intercom-
pany loans.

Variations in the euro/Canadian dollar exchange rate, as well as in the Canadian/US dollar 
exchange rate are of significance for the Group since the plant in Canada supplies the entire North 
American region. 

Beyond this, in the field of procurement, currency risks are structurally limited by the fact that all 
raw materials and supplies for the plants in Oberkirch and the Czech Republic are purchased in 
Europe - insofar as particular steel grades and alloys are not available locally for the plants in 
North America and Asia. Our long-term supply contracts are accordingly denominated in euro. 
Therefore, the principal currency risks are derived from wages payable in local currencies. 

procurement Risks

The raw materials and supplies required for our production processes mainly include steel, and 
to a far lesser extent aluminium. We purchase these metals on the world market. With selected 
suppliers we have long-term delivery relationships. long-term framework agreements are cur-
rently no longer offered on the market. 

In the past, we have not experienced any shortages in the supply of our input materials. Any price 
increases in excess of the fluctuation span that was contractually agreed on with the customer 
could be passed on through either escalation clauses or by successfully arriving at a solution 
through a negotiation with the customer. In turn, we also pass on price reductions. 

Going forward, we expect further price volatility and price increases. Additionally, we cannot rule 
out an occasional shortage of supply. Particularly the following developments are likely to influ-
ence this situation: 

 Rising costs in Germany imposed by renewable energies legislation, 
 Escalating demand for metals from developing countries – especially China and India – coupled  

 with long-term increases in ore and energy prices which will drive up the cost of steel production,
 Increasing speculation by financial investors and banks in the raw material markets. This  

 phenomenon has recently spread as a result of stricter regulation of the financial sector,
 An increase in natural disasters and catastrophic events.

Claims Risks 

In order to protect ourselves against the risk of claims made against us we have arranged for the 
appropriate insurance. The sums insured are continuously reviewed on a Group-wide basis and 
adjusted as necessary. Adequate security is thereby guaranteed at all times. In addition, we have 
a business continuity management system at our disposal: a company-specific emergency and 
crisis management system through which we are systematically prepared to overcome business-
critical emergency situations. From our location in Oberkirch the system is being steadily rolled 
out in order to control the risks on a Group-wide basis.

iT Risks

PWO maintains a comprehensive and modern IT infrastructure extending to all areas of the Group. 
This makes a meaningful contribution to the on-going improvements in Group efficiency. 

RiSk REpoRT
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In order to limit risks, we use established standard software, which we in turn continuously refine 
to meet our individual needs. In addition, our Group IT processes are permanently and compre-
hensively monitored by specialist staff in order to safeguard the system’s functionality. 

Summary Risk Statement for the pWo group 

The PWO Group is not currently exposed to any risks other than those typically associated with its 
business activities. Moreover, these typical risks are not high at the present time, nor are any sub-
stantial exposures identifiable in individual cases. 

The Group’s future capacity utilisation risks are limited due to the very high volume of new orders 
to be launched successively in the coming years. With the stabilisation of business processes and 
the earnings turnaround of the more recent international locations, the risks to the Group’s prof-
itability have been largely mitigated.

PWO has a healthy balance sheet and the Group continues to have a solid equity ratio. On the one 
hand, net debt is relatively high, particularly in view of the still pending investments for future 
growth. On the other hand, when viewed against the background of the earnings prospects of the 
next few years, it is well justified. 

REmUnERaTion REpoRT 

The Corporate Governance Report of this annual report includes the remuneration report of the 
Management Board and Supervisory Board on an individual basis. The remuneration report is a 
part of this management report.

ChangES in ThE govERning BoDiES

There were no changes in the composition of the Management Board or in the Supervisory Board 
in financial year 2011. 

CoRpoRaTE govERnanCE STaTEmEnT pURSUanT To SECTion 289a 
of ThE gERman CommERCial CoDE

The statement on the corporate governance of the Progress-Werk Oberkirch AG is part of the 
reproduced Corporate Governance Report in the Annual Report 2011. 

DiSCloSURES REQUiRED pURSUanT To SECTion 289 (4) anD 
SECTion 315 (4) of ThE gERman CommERCial CoDE

The information required under Sections 289 (4) and 315 (4) of the German Commercial Code is 
detailed and explained hereinafter. 

The share capital of the Progress-Werk Oberkirch AG („Company“) is EUR 7,500,000.00. It is 
divided into 2,500,000 bearer shares each representing EUR 3.00 in capital. All shares are made 
out to bearer, carry identical rights and convey one vote each at the general meeting. 

There are no restrictions on the voting rights or the transfer of shares. In addition, the Board is 
not aware of such arrangements which have been agreed between shareholders. 

Consult Invest Beteiligungsberatungs-Gmbh, Boeblingen, has given notification of a of 55.282 
percent stake in the Company. 

RiSk REpoRT
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Preferences or other rights conveying powers of control do not exist. The provisions of the German 
Stock Corporation Act regarding the rights and obligations are referenced.

There is no participation of employees, who do not exercise their control rights directly. 

In accordance with the Articles of Association, the Management Board may be comprised of two 
or more members who are appointed for a maximum of five years. A reappointment or extension 
of term of office is permissible in each case up to a maximum of five years. 

The Supervisory Board determines the number of Management Board members, their appoint-
ment and the revocation of their appointment as well as the conclusion, amendment, and termi-
nation of employment contracts concluded with them. The Supervisory Board may appoint one 
member of the Management Board as Chairman or Spokesman of the Management Board. The 
nomination as well as the appointment of board members can be revoked before the expiration of 
the term, if there is good cause.

Pursuant to Section 179 (1) and Section 119 (1), No. 5 of the German Stock Corporation Act, each 
amendment in the Articles of Association requires a shareholder resolution of the Annual General 
Meeting. In a deviation to Section 179 (2), No. 1 of the said Act, Article 15 of the Articles of Associ-
ation provides for resolutions on amendments to the Articles to be adopted by the general meet-
ing by a simple majority of voting capital to the extent that legally a larger majority is not required. 
In addition, the Board is authorised to adopt amendments to the statutes which relate only to the 
wording.

There is no authorisation to repurchase own shares.

By a resolution adopted by the general meeting on May 26, 2010, the Management Board is author-
ised, with the consent of the Supervisory Board, on one or more occasions on or before May 25, 
2015 to increase the Company‘s subscribed capital by up to a total of EUR 3,000,000.00 through 
the issue of new bearer shares in return for contributions in cash. Shareholders must be afforded 
the right to subscribe. The Management Board is however authorised, with the consent of the 
Supervisory Board, to exclude the right of shareholders to subscribe in order to redress fractional 
shares or issue shares to employees of the Company or employees of the Group member compa-
nies.

By a resolution adopted by the Annual General Meeting on May 26, 2010, the Management Board 
is authorised, with the consent of the Supervisory Board, on one or more occasions on or before 
May 25, 2015 to increase the Company‘s subscribed capital by up to a total of EUR 750,000.00 
through the issue of new bearer shares in return for contributions in cash. Shareholders must be 
afforded the right to subscribe. The Management Board is however authorised, with the consent 
of the Supervisory Board, to exclude the right of shareholders to subscribe, in order to redress 
fractional shares.

By a resolution adopted by the general meeting on May 26, 2010, the Management Board is author-
ised on one or more occasions on or before May 25, 2015 to issue warrant-linked bonds or con-
vertible bonds made out to bearer (hereinafter collectively called „bonds“) with a total nominal 
value of up to a total of EUR 65,000,000.00. In addition, the Management Board is authorised with 
the consent of the Supervisory Board to grant option rights to the holders of warrant-linked bonds 
and/or conversion rights to the holders of convertible bonds; said rights being to receive bearer 
shares in the Company representing a proportion of share capital totalling up to EUR 3,000,000.00, 
pursuant to the terms of the warrant-linked and/or convertible bonds. 
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The share capital shall therefore be conditionally increased by up to EUR 3,000,000.00 through the 
issue of bearer shares insofar as the holders of bonds shall exercise their option or conversion 
rights or meet any incumbent conversion obligations.

When bonds are issued, shareholders must be afforded the right to subscribe. The Management 
Board is however authorised, with the consent of the Supervisory Board, to exclude the right of 
shareholders to subscribe, insofar as the Management Board upon due investigation is of the 
opinion that the issue price for the bonds is not materially below their market price as calculated 
in accordance by recognised, and in particular, actuarial methods. 

This authority to exclude the right of subscription applies to bonds carrying an option or conver-
sion right or incumbent conversion obligation in respect of shares in the Company representing a 
proportion of share capital that shall not exceed 10 percent in total, either at the time this author-
ity takes effect or – if lower – at the time it is exercised.

Until now, no use has been made of any of the above three authorisations.

Other than the usual extraordinary rights of termination contained in loan agreements and con-
tracts with customers, no further agreements have been entered into for the event of a change in 
control resulting from a takeover. Nor are there any compensation agreements which favour the 
Management Board or employees.

SignifiCanT EvEnTS SUBSEQUEnT To ThE EnD 
of ThE finanCial yEaR

No events of significant importance have been recorded since the end of the financial year.

DEpEnDEnCy REpoRT

A dependency report in accordance with Section 312 of the German Stock Corporation has been 
prepared regarding the relationship with Consult Invest Beteiligungsberatungs-Gmbh, Boeblin-
gen. As in previous years the report concludes with the following statement: “No reportable trans-
actions have been brought forward in the financial year”.

oUTlook 

The Economic Environment in 2012

At the beginning of 2012, further gloom was feared for the global economy. According to the IMF, 
after global economic growth of 3.8 percent in the previous year, 2012 is expected to achieve real 
growth of only 3.3 percent. The IMF is expecting declining growth rates in almost all regions. The 
main cause of the on-going global economic downturn is occurring in Europe. Accordingly, the 
weakness of the European economy has had an impact on growth in other countries due to its 
reduced contribution to world trade. 
 
The eurozone is expected to record a noticeable slowdown in 2012, with a reduction in economic 
output of 0.5 percent for the region. The main causes are expected to be the rise in funding costs 
in many countries, the growth-inhibiting effects of restricted lending by banks, and the general 
need to consolidate the public budgets. Specifically Italy and Spain are expected to report declines 
in GDP of 2.2 and 1.7 percent, respectively. The IMF also projects GDP growth in Germany and 
France of only 0.3 or 0.2 percent, or an almost stagnation. The German federal government is not 
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much higher with its own German growth forecast of 0.7 percent. In Britain, the IMF expects eco-
nomic growth in 2012 of only 0.6 percent after 0.9 percent last year. After the setback caused by 
last year’s natural disaster, the Japanese economy is expected to have GDP growth of 1.7 percent-
age points and therefore it is not expected to experience a full recovery. In the USA, the below-
average growth of 1.8 percent experienced last year is expected to continue in 2012. 

At least the economic indicators for Germany are pointing in a favourable direction. The higher 
employment and the growth in income, which is more favourable compared to previous years, are 
starting to align themselves with the propensity of consumers to spend. In addition, the domestic 
economy is being supported mainly by the continued good sentiment in the corporate sector, 
which continues its investment in capital goods at a high level. The Ifo business climate index in 
January 2012 rose for the third consecutive month. The positive expectations of corporations were 
notably higher.

The international automobile industry in 2012 

The VDA sees a positive outlook for the automotive world in 2012. Global car sales are expected to 
increase 4 percent to 68 million units. however, according to the VDA, this will depend on the 
development in Western Europe. here, the association believes that the market will hold at the 
level of 2011, or 12.8 million units. A stable situation in the financial markets is a prerequisite for 
this, otherwise a decline in those markets has not been ruled out. The German manufacturers 
should be flexible enough to compensate for a possibly weaker Western European market with 
their international business.

According to the VDA, Asia continues on its growth path. In 2012, the Chinese car market is 
expected grow by 8 percent to just over 13.2 million units. India is expected to rise 10 percent to 
just 2.9 million new vehicles. Both countries together would amount to almost one quarter of the 
world passenger car market. 

In 2012, the U.S. market for light vehicles is expected to show an increase of 5 percent to 13.4 mil-
lion units. Thus, the demand for automobiles would remain nearly untouched from the continued 
high unemployment and difficult real estate market in the current fiscal year. Brazil is expected to 
calm slightly in 2012 after the high growth experienced in recent years in its local light vehicles 
market. however, with an increase of 3 percent to 3.6 million units, the positive trend is expected 
to continue. Currently, the German manufacturers have a market share of more than twenty per-
cent. The medium- and long-term outlook for this market and the German manufacturers remains 
solid. For every 1,000 inhabitants, there are only 165 cars. In addition, the average income is 
increasing. 

The German automotive industry has a worldwide presence. This allows the potential decline in 
demand in one region to be offset by growth in other regions. The high share of the premium mar-
ket segment enjoyed by the German manufacturers makes them less vulnerable to possible fluc-
tuations in the volume markets. These are good prerequisites for a notable level of exports in 2012. 
The VDA expects an export volume of at least 4.55 million units.

According to VDA, in 2012 the domestic passenger car market will show stable development and 
a volume of over 3.1 million passenger cars, or equal to the sales of 2011. Given the outlook for 
the export and domestic markets, the current year should also see stable domestic production 
with a volume of at least 5.9 million new vehicles. Following the new plant and capacity expansion, 
the foreign production of German manufacturers will continue to increase. Outside of Germany, 
China now is the most important production site for German manufacturers with more than a 
quarter of all foreign-made vehicles produced there. In China alone, the German suppliers are 
represented with 180 manufacturing and assembly plants.
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opportunities and Risks

The risks described in the Risk Report for the year under review are also valid for the fiscal year 
2012 and subsequent years. Significant additional risks have not been identified for either the 
Group or for the segments. 

In the fiscal year under review, new large-scale series productions have been successfully begun 
in various locations of the PWO Group. This involved, among others, the location in Mexico, where 
the existing production program had been largely replaced. Therefore, the risks associated with 
start-ups are, to a large extent, behind us. 

For the future, substantial new orders are already in the books. Based on the recently achieved 
stabilisation of the processes, especially in our international locations, we estimate that the cor-
responding risks in the future will be lower than those in the reporting year. 

Therefore, the principal opportunities and risks will stem from the further development of the 
global economy and the demand occurring in the premium segment of the automotive industry. 
Presently, we do not expect another significant downturn. Rather, we expect the fluctuations to 
remain within the usual range and thus within a bandwidth which is typically possible to control. 

This in turn means that we do expect additional short-term and higher-than-expected growth 
surge in sales resulting from the market’s development. Such growth surges are also not expected 
from new orders in the short term, because in our highly-predictable, long-term business plan-
ning, new series productions have a lead time of one to three years between order placement and 
production start-up. 

Therefore, in the current fiscal year, the main opportunities of the Group lie on the income side, 
where we are very confident of achieving significant improvements in all locations. 

In principle, we do not expect these income opportunities to be threatened by material price 
increases. On the one hand, commodity prices have a current tendency to fall. On the other hand, 
we expect to continue to be able to achieve mutually satisfactory solutions with our customers 
regarding material price changes in the future. 

The previous risks related to the recording of results on the valuation date of un-hedged loans 
within the Group, have been considerably reduced in the reporting year through various means, 
and will continue to be reduced in 2012. The aim is to lower these risks to a minimum.

The outlook for the pWo group 

Our detailed planning period currently extends into fiscal year 2014. The projected growth through 
2013 is based on concrete orders at all sites. however, it is dependent upon the global economic 
conditions at the time. Given the long lead times in our business, we are fully concentrating on 
already acquiring jobs that go far beyond the planning period.

By 2014, we expect revenue to grow to more than EUR 400 million. The distribution among the indi-
vidual years will be influenced by both the development of material prices as well as by possible 
delays in production starts with customers. For fiscal year 2012, we currently expect revenue of 
around EUR 360 million. last year we had achieved revenue of EUR 331.1 million. This had included 
the passing-on of material price increases of around EUR 20 million, which will be far less in 2012. We 
are not yet making any assumptions regarding the development of material prices in 2013 and 2014.
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Revenue growth will mainly come from our overseas locations, as we expect Oberkirch’s growth 
curve to be relatively flat. In China, by 2014, we expect a gradual increase in revenue to EUR 20 
million and further superior growth in the subsequent years. 

With regard to earnings development, we expect the Oberkirch site to continue to have stable prof-
itability in the coming years. The international locations will continue to clearly improve their 
results, after having had a positive EBIT contribution for the first time in 2011. In the Group, we 
currently strive for an EBIT in the range of EUR 25 million for fiscal year 2012, and we want to 
achieve disproportional improvements in the years to come.

Especially the net income for the period should also see an improvement in the years to come. 
here, there will also be a persistently positive effect stemming from the use of tax credits from our 
Czech site. Second, we will be able use our local tax-loss carryforwards at our Mexican site with 
the sustainable positive numbers we expect there. Overall, we expect a gradual decline in the tax 
rate to below 30 percent, and accordingly, a disproportionate increase in net income. 

This gives us room to continue with our shareholder-friendly dividend policy. The goal is to pay a 
dividend on a regular basis amounting to between 30 and 40 percent of the consolidated net 
income for the period and as a result, steadily and sustainably increase it. 

At the same time, the expected positive earnings trend should give us the scope to solidly finance 
the necessary investments for the future growth. In fiscal year 2012, we expect an increase in 
investment to around EUR 35 million. Based on our current planning, investments in the follow-
ing years would fall again to below EUR 30 million per year. Then the gearing of the Group would 
also see a visible decline and again reach the target range of 50 to 80 percent. In the course of the 
investment financing in 2012, we would like to replace the loans maturing in the current year by 
new long-term bank borrowings in a comparable amount. here, we will focus on a balanced struc-
ture of maturities.

This projection does not include the above-average growth opportunities from new orders from 
2014 and beyond, nor the possibility of the additional establishment of our own assembly plants. 
We are working hard to open up new perspectives for the Group which exceed their present scale. 
If we succeed, we will give healthy and profitable growth priority over the achievement of certain 
financial ratios.

oUTlook 
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Knowledge is precious - and it requires a high commitment and numerous intelligent systems to 
collect the company’s knowledge and to proliferate and maintain it. To ensure the transfer of in-
house know-how and to prevent the loss of experience-based and work-process oriented know-
ledge, PWO has installed a Corporate Wiki. This allows the supply and demand of expertise to be 
identified early so that appropriate potential actions and options can be presented.

pWo stands for intelligent knowledge management.

KNOWlEDGE IS ThE ONlY MATERIAl
ThAT MUlTIPlIES WITh USE.

knoWlEDgE (managEmEnT)
STRUCTURES

WE MAKE SURE 
yOU DOn’T GET TOO HOT.
Aerodynamic requirements and increased instal-
lation space density lead to smaller distances 
between the heat radiating vehicle systems and 
the vehicle floor. Specially textured, three-dimen-
sional aluminium liners protect against the heat 
and contribute to sound insulation.
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MANAGEMENT REPORT FOR ThE PWO AG
Progress-Werk Oberkirch AG (the „PWO AG“) is located in Oberkirch, Baden-Wuerttemberg. This 
location forms the headquarters of the Group. It is the largest production site and at the same the 
centre of competence for product development and manufacturing technology as well as for the 
PWO Production System. Central Group functions such as sales and marketing, finance, control-
ling, legal, IT, and human resources are also coordinated in Oberkirch.

In order to limit risk, the international offices of the Group are closely managed by the Oberkirch 
site, particularly in the areas of finance, controlling, and legal affairs. however, each office is 
responsible for carrying out their daily business operations. 

The financial statements for the PWO AG are prepared in accordance with the provisions of  
the German Commercial Code, whereas the consolidated financial statements are prepared in  
accordance with IFRS. 

The basic statements of the combined management report for the PWO Group and the PWO AG, 
also apply to the PWO AG alone, particularly in the areas of market, strategy, management, and 
the opportunities and risks inherent in business activities. The development of the workforce is 
described in a separate chapter. 

Similar to the development of the Group, the PWO AG had also shown encouraging growth in fiscal year 
2011. In addition to the figures showing the continued high demand for current series productions, 
the Company also benefited from the ramp-up of contracts which had begun in the previous year. 
The reported increase in revenues reflected not only the development of the series production and 
the tool business, but a substantial portion of what was realised through the Group’s passing-on 
of higher material prices was accounted for by the PWO AG.

In terms of profitability, the PWO AG is still by far, the most profitable location within the Group. The 
slight decline in the EBIT margin to 7.7 percent from 8.7 percent in the previous year was primar-
ily due to the effect of material price increases, as the additional revenue did not generate addi-
tional earnings.

In 2011, staff costs as a percentage of sales developed positively and remained below the level of 
last year. This is partly due to the success of our on-going efforts to increase productivity. It is also 
due, however, to a significant increase in the use of temporary employees in order to ensure both 
the Company’s flexibility and profitability.

inCOME STATEMEnT

2011
in % of

total output 2010
in % of

total output

Revenue 237,652 100.9 % 203,131 99.3 %

Total output 235,540 100.0 % 204,614 100.0 %

Cost of materials 122,396 52.0 % 103,315 50.5 %

Staff costs 68,384 29.0 % 61,161 29.9 %

Depreciation and amortisation 9,199 3.9 % 10,219 5.0 %

Other operating expenses 21,223 9.0 % 16,132 7.9 %

Financial result –3,089 -1.3 % -3,040 -1.5 %

Result from ordinary activities 15,029 6.4 % 14,632 7.2 %

Net income 10,351 4.4 % 9,770 4.8 %

Unappropriated retained earnings 5,240 2.2 % 4,939 2.4 %

Selected data (in EURk)



managEmEnT REpoRT foR ThE pWo gRoUp anD pWo ag 75managEmEnT REpoRT foR ThE pWo ag

Depreciation and amortisation in the reporting year was below the level of the previous year in 
absolute terms. This resulted from the tightly budgeted investments of the past years. In 2011, we 
invested significantly more; however, these investments did not yet result in considerable depre-
ciation. This is due to the investments being made in prepayments and assets under construction, 
and particularly technical equipment and machinery, in preparation for new series productions. 
The financial result remained at last year‘s level despite an increase in bank borrowings. 

Overall, the result from ordinary activities of the PWO AG slightly increased to EUR 15.0 million 
(p/y: EUR 14.6 million). Net of an extraordinary result of EUR –0.3 million (p/y: EUR –0.5 million) 
and a tax rate of 29.6 percent (p/y: 30.8 percent) and excluding the deferred taxes included in the 
extraordinary result, the PWO AG achieved a net income of EUR 10.4 million in the reporting year 
(p/y: EUR 9.8 million). 

PWO AG‘s total assets increased during the year to EUR 186.7 million (p/y: EUR 169.6 million). As 
already mentioned, this resulted from an increase in property, plant and equipment to EUR 47.3 
million (p/y: EUR 38.9 million). Investments in affiliated companies also increased again signifi-
cantly due to capital increases in subsidiaries and loans to affiliated companies. Both changes 
resulted from the increase in funds made available by the PWO AG to its subsidiaries for their 
future growth. 

Inventories could be held below last year’s level despite the continued growth of the PWO AG and 
thanks to strict inventory management. The increase in receivables and other assets was below 
the rise in total assets. 

On the equity and liability side, we recorded further growth in equity during the year due to the net 
income generated by the PWO AG. Accordingly, the equity ratio had been maintained at the previ-
ous year’s level of 45.8 percent, in spite of resuming dividend payments to shareholders. To finance 
the expansion of business and investments, bank borrowings rose to EUR 47.3 million (p/y: EUR 
42.1 million). The changes in the remaining positions on the equity and liability side of the balance 
sheet were within the usual range.

With regard to future business development, the comments on opportunities and risks contained 
in the Group outlook also apply to the PWO AG in principle. Nevertheless, we expect the PWO AG 
to have lower revenue growth as compared to that of the Group in fiscal years 2012 and 2013.

This expectation is mainly due to two factors: on the one hand, as mentioned, the basis effect of 
offsetting the material prices. The resulting revenues of those material price changes are subject 
to fluctuations in global commodity markets and therefore cannot be extrapolated into the future. 
On the other hand, beyond the ramp-up of current major projects, further new series productions 
will exceed the scheduled series run-downs by a smaller margin. The earnings power of the PWO 
AG should not be affected. We continue to assume that the PWO AG will generate a large portion 
of the Group’s income, and in both 2012 and 2013 achieve a margin higher than the Group average.
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Machines, manufacturing processes, technologies, and process automation are key planning fac-
tors. But behind it there are people - and they are unique: They are the prerequisite for an efficient 
synthesis of man and machine. 

Our employees are the key to success. Tasks at our Company are always solved through teamwork. 
With a culture having a high regard for esteem, we create an environment in which our employees 
feel at ease, where they contribute their ideas, and make a large commitment to excellence. 

To a large extent, we feel committed to the regions in which we operate. Beyond the immediate 
economic interests of our Company, we are committed to both social and human cooperation for 
the benefit of the site in which we operate as a company.

Skills, flexibility, reliability and a strong desire to continuously improve - these are values which 
are manifested in the PWO general principles and are consistently demonstrated by all of our 
employees. This is the best prerequisite for a higher commitment, more satisfaction and success 
at work.

As an employer and training company, we also understand our responsibility to young people in 
launching their careers. With training at PWO it is possible to gain a foothold in a variety of fields. 
In addition, through internships, we offer students and undergraduate students solid expertise 
and diverse development opportunities in a modern international company that operates success-
fully in all areas using the principles of lean management.

pWo stands for a company culture defined by human values.

ThE hUMAN IS AT ThE CENTRE 
OF FOCUS.

hUman STRUCTURES

100 PERCEnT RELiABiLiTy –
EVEn UnDER PRESSURE. 
In the event of an accident, the airbag makes a 
vital contribution to the protection of the vehicle’s 
occupants. In order for the airbag to deploy  
reliably and at lightning-fast speed, the required 
pressures must be controlled and channelled. 
These components are subjected to extreme 
demands.
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Cost innovation is a central goal of the automotive industry, and is as important as the differenti-
ating functional characteristics.

„Smart Solutions“ is the formula that makes our products the best in the world and guarantees 
their economic efficiency. This formula provides our customers the assurance that they are always 
receiving the best product at the best possible price.

In the face of rising commodity prices and the many services required by the customer, automo-
tive suppliers must be able to produce cost efficiently and possess the ability to individually 
respond to customer needs. This can only be achieved through flexible and transparent processes 
in close cooperation within the entire value chain.

pWo stands for the principle of value in all processes and business areas.

FOCUS ON ThE ESSENTIAl.
CoST STRUCTURES

WE ASSUME RESPOnSiBiLiTy.
A cockpit module combines the highest function-
ality with safety and comfort. The cockpit module 
carrier provides the necessary stability. It is  
comprised of the instrument panel, steering  
column, heating and ventilation modules, airbags, 
glove box, center console and other equipment 
elements and attaches them securely to the 
vehicle body. In addition, creative solutions are 
required in order to optimise the vibration behaviour 
of the system so that the steering wheel holds 
steady in your hands.
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CONSOlIDATED INCOME STATEMENT
Note 
no.

2011
EURk

2010
EURk

6 Revenue 331,080 264,195

Change in finished goods and work-in-progress -3,777 4,288

7 Other own work capitalised 1,529 2,231

Total output 328,832 270,714

8 Other operating income 6,913 4,948

Cost of raw materials and supplies and merchandise purchased -162,549 -127,388

Cost of purchased services -17,158 -13,440

Cost of materials -179,707 -140,828

Wages and salaries -73,468 -64,158

Social security and post-employment costs -14,494 -12,865

9 Staff costs -87,962 -77,023

Amortisation of intangible non-current assets and depreciation 
of property, plant and equipment -16,667 -17,043

10 Other operating expenses -32,248 -24,761

Earnings before interest and taxes (EBiT) 19,161 16,007

Financial income 11 115

11 Financial expenses -6,292 -6,319

Financial result -6,281 -6,204

Earnings before taxes (EBT) 12,880 9,803

12 Income taxes -3,864 -3,344

net income for the period* 9,016 6,459

13 Earnings per share in EUR (diluted = basic) based on net income 
attributable to the shareholders of PWO AG 3.61 2.58

* Net income for the period is entirely attributable to the shareholders of PWO AG
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2011
EURk

2010
EURk

net income for the period 9,016 6,459

Other comprehensive income

Derivative financial instruments

Net losses from cash flow hedges -1,352 -487

Tax effect 379 211

Unrealised losses from derivative financial instruments -973 -276

Currency translation 270 1,323

Other comprehensive income after tax -703 1,047

Total comprehensive income after tax 8,313 7,506
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CONSOlIDATED BAlANCE ShEET

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp

Note
no.

2011
EURk

2010
EURk

land and buildings 42,962 41,296

Technical equipment and machinery 47,969 43,200

Other equipment, operating and office equipment 7,512 6,699

Prepayments and assets under construction 16,013 11,211

14 Property, plant, and equipment 114,456 102,406

Contract and customer-related development services 3,350 2,657

Industrial property rights and similar rights 3,139 3,693

Goodwill 5,478 5,471

Other intangible assets 0 4

Prepayments 4 0

15 intangible assets 11,971 11,825

Deferred tax assets 3,011 2,191

non-current assets 129,438 116,422

Raw materials and supplies 14,864 13,694

Work-in-progress 16,729 19,713

Finished goods and merchandise 16,151 16,726

16 inventories 47,744 50,133

Trade receivables 50,972 41,959

Other assets 6,808 5,400

Other financial assets 555 1,493

Income tax receivables 638 762

17 Receivables and other assets 58,973 49,614

18 Cash and cash equivalents 4,580 7,290

Current assets 111,297 107,037

Total assets 240,735 223,459

ASSETS
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EqUiTy AnD LiABiLiTiES

Note
no.

2011
EURk

2010
EURk

Subscribed capital 7,500 7,500

Capital reserves 17,155 17,155

Retained earnings 48,390 42,847

Currency translation differences 1,739 1,469

19 Total Equity 74,784 68,971

Interest-bearing borrowings 37,088 58,821

Provisions for pensions 26,373 25,488

Other provisions 3,509 3,691

Deferred tax liabilities 435 559

non-current liabilities 67,405 88,559

Trade payables 20,957 20,265

Advance payments received on account of orders 1,757 1,265

Interest-bearing borrowings 57,742 28,326

Other liabilities 12,522 9,699

Other financial liabilities 2,492 1,996

Income tax liabilities 227 1,707

Current portion of provisions for pensions 1,410 1,360

Current portion of other provisions 1,439 1,311

Current liabilities 98,546 65,929

20 Total liabilities 165,951 154,488

Total equity and liabilities 240,735 223,459
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CONSOlIDATED STATEMENT 
OF ChANGES IN EQUITY

EURK 
Subscribed

capital
Capital

reserves
Retained
earnings

Currency 
translation
differences

Cash flow
 hedges

Total
equity

As at January 1, 2011 7,500 17,155 42,753 1,469 94 68,971

Net income for the period 9,016 9,016

Other comprehensive 
income 270 -973 -703

Total comprehensive 
income 7,500 17,155 51,769 1,739 -879 77,284

Dividend payment -2,500 -2,500

As at December 31, 2011 7,500 17,155 49,269 1,739 -879 74,784

As at January 1, 2010 6,391 17,155 37,403 146 370 61,465

Net income for the period 6,459 6,459

Other comprehensive 
income 1,323 -276 1,047

Total comprehensive 
income 6,391 17,155 43,862 1,469 94 68,971

Dividend payment 0

Capital increase from 
company funds 1,109 -1,109 0

As at December 31, 2010 7,500 17,155 42,753 1,469 94 68,971

Cumulative income and 
expenses recognised 

directly in equity

Equity attributable to PWO AG shareholders

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp
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CONSOlIDATED STATEMENT OF CASh FlOWS
Notes
no.

2011
EURk

2010
EURk

Net income for the period 9,016 6,459

Amortisation of intangible non-current assets and depreciation 
of property, plant, and equipment, net of write-ups 16,667 17,043

12 Income tax expense/refund 3,864 3,344

11 Interest income and expenses 6,281 6,204

Change in current assets -7,086 -13,688

Change in non-current liabilities (excluding interest-bearing borrowings) -1,060 -558

Change in current liabilities (excluding interest-bearing borrowings) 5,023 8,752

12 Income taxes paid -5,764 -1,936

Other non-cash expenses/income -1,373 -660

Gain/loss on disposal of property, plant and equipment -21 -120

Cash flow from operating activities 25,547 24,840

Proceeds from disposal of property, plant, and equipment 349 163

Payments for investments in property, plant, and equipment -24,919 -15,301

Payments for investments in intangible assets -1,842 -1,711

Cash flow from investing activities -26,412 -16,849

19 Dividends paid -2,500 0

Interest paid -4,727 -4,655

Interest received 11 61

Proceeds from borrowings 15,178 10,589

Repayment of borrowings -13,749 -13,050

Cash flow from financing activities -5,787 -7,055

Net change in cash and cash equivalents -6,652 936

Effect of exchange rates on cash and cash equivalents -213 -122

Cash and cash equivalents as at January 1 4,305 3,491

Cash and cash equivalents as at December 31 -2,560 4,305

18  of which cash and cash equivalents 4,580 7,290

20 of which bank borrowings due on demand -7,140 -2,985
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aCCoUnTing poliCiES

NOTES TO ThE CONSOlIDATED 
FINANCIAl STATEMENTS
Company infoRmaTion

The consolidated financial statements of Progress-Werk Oberkirch AG (PWO) for the financial year 
January 1, 2011 to December 31, 2011 were authorised by the Management Board on the basis of 
a resolution passed on March 9, 2012 and were subsequently submitted to the Supervisory Board 
for examination. PWO is an exchange-listed stock corporation headquartered in Oberkirch, Ger-
many. 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, Duesseldorf, hamburg-han-
nover and Munich.

The main business activities of the Company and its subsidiaries are described in detail in the 
Group Management Report (chapter “Company profile”).

aCCoUnTing poliCiES

1 | Basis of presentation

The consolidated financial statements of Progress-Werk Oberkirch AG and its subsidiaries are 
prepared in accordance with the International Financial Reporting Standards (IFRS), as issued by 
the International Accounting Standards Board (IASB) and applicable in the European Union, as 
well as with the commercial regulations applicable in addition under Section 315a (1) hGB  
(German Commercial Code). 

The consolidated financial statements are prepared using the historical cost principle, with the 
exception of derivative financial instruments and foreign currency receivables and payables which 
are carried at fair value. The income statement has been presented on the basis of the nature of 
cost 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 (EURk) according 
to the commercial method.

2 | principles of Consolidation

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

Business combinations are accounted for by applying the purchase method (IFRS 3). According to 
the purchase method, the acquirer allocates the cost of a business combination by recognising 
the acquirer’s identifiable assets, liabilities, and contingent liabilities at their fair values applica-
ble at the acquisition date. Insofar as it is positive, the remaining difference is reported as good-
will; insofar as it is negative, the remaining difference is recognised in profit or loss. Sales, 
expenses, and income as well as receivables and payables between consolidated entities are set 
off against each other (IAS 27). Deferred taxes are recognised for consolidation procedures with 
income tax effects.  

The consolidated financial statements include six foreign entities held either directly or indirectly. 
Details relating to ownership interests, the equity, and net income of the consolidated entities are 
outlined below:
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3 | Summary of Significant accounting policies

Currency Translation
The consolidated financial statements are presented in euros, the functional currency of the parent 
company. The financial reports of the companies within the consolidated Group are prepared using 
foreign currencies which are translated according to the functional currency concept (IAS 21). Each 
company within the Group determines its own functional currency. The items contained in the finan-
cial statements of the companies are measured using this functional currency. All balance sheet 
items of the foreign consolidated entity were translated to euros by applying the relevant mean rate 
of exchange at the balance sheet date. Expenses and income in the Group income statement were 
translated using the year-average exchange rate. The net income for the year from the translated 
income statement was transferred to the balance sheet. Differences are recognised directly in equity 
as a currency translation difference.

Foreign currency transactions are translated initially 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 rate differences 
are recorded in the net income or loss for the period. Non-monetary items that are measured at his-
torical purchase or production cost in a foreign currency are translated at the foreign exchange 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 fair-value adjustments 
to carrying amounts of assets and liabilities arising from that acquisition are treated as assets and 
liabilities of the foreign operation and translated at the closing rate.

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

EURk Ownership
net 

income Equity

PWO Canada Inc., Kitchener, Ontario, Canada 100 % 467 12,108

PWO UNITOOlS CZ a.s., Valašské Meziříčí, Czech Republic 100 % 1,161 9,800

PWO holding Co., ltd., hong Kong, China 100 % 277 11

PWO high-Tech Metal Components (Suzhou) Co., ltd., Suzhou, China 1) 100 % -2,349 3,209

PWO high-Tech Tool Trading (Suzhou) Co., ltd., Suzhou, China 1) 100 % 82 195

PWO de México S.A. de C.V., Puebla, Mexico 2) 100 % -1,241 8,628

1) indirect holding through PWO holding Co., ltd., for a total of 100% 
2) indirect holding through PWO Canada Inc., for a total of 1%

31/12/2011 31/12/2010 2011 2010

China CNY 8.15 8.77 9.00 8.98

hong Kong hKD 10.05 10.34 10.83 10.31

Canada CAD 1.32 1.33 1.38 1.37

Mexico USD 1.29 1.33 1.39 1.33

Czech Republic CZK 25.81 25.18 24.59 25.29

year-end exchange rate Average exchange rate
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Profit Recognition
Income is recognised when it is likely that the economic benefits of the transaction will accrue to 
the Group, and the amount of income can be reliably determined, regardless of the time of pay-
ment. Income is measured at the fair value of the consideration received or claimable, in accord-
ance with contractually stipulated payment terms, net of taxes or other duties. The Group acts as 
the principal in all sales transactions. 

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 
delivered. 

Interest income from financial instruments carried at amortised cost is recognised on the basis 
of the effective interest rate. This is the rate that precisely 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 financial asset or financial liability. Interest income is reported 
as part of financial income in the income statement. 

Government Grants
Government grants are recognised if there is reasonable assurance that the grants will be received 
and the entity will comply with the conditions attached to it. Grants related to assets are presented 
in the balance sheet by deducting the grant in order to arrive at the carrying amount of the asset. 
Cost-related grants are reported as income.

Taxes
Actual tax refund claims and tax liabilities for the current period are calculated based on the 
amount expected to be refunded by the taxation authority or paid to the taxation authority. The cal-
culation of the amount is based on the tax rates and tax laws in force at the balance sheet date in 
the countries in which the Group operates and generates taxable income.

Deferred taxes are recognised using the balance sheet liability method for all temporary differ-
ences existing at the balance sheet date between the recognition of an asset or liability in the bal-
ance sheet and the tax valuation rates. Deferred tax liabilities are recognised for all taxable tem-
porary differences, excluding non-tax-deductible goodwill and temporary differences originating 
from initial recognition of an asset or a liability in a business transaction which is not a business 
combination, and which at the time of the transaction, influences neither IFRS results for the 
period nor the taxable results. Deferred taxes are recognised on the carryforwards of losses to the 
extent that it is probable that these can be used. Deferred taxes are measured at the tax rates that 
apply or are expected to apply to the period when the asset is realised or the liability is settled, 
based on the current legal situation in the individual countries. 

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 a legally enforceable 
right to set off current tax assets and current tax liabilities, and if these relate to the income taxes 
of the same taxable entity, and imposed by the same taxation authority.

Property, Plant, and Equipment
Property, plant, and equipment are carried at cost less accumulated depreciation and impairment 
losses. Depreciation is performed on the basis of the straight-line method. Certain items of 
machinery as well as contract-related tools were depreciated according to the units-of-produc-
tion method, based on the number of units in the reporting year, and calculated in terms of the 
total number of items specified or planned in the order. 

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp



ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp 91noTES To ThE ConSoliDaTED finanCial STaTEmEnTS
aCCoUnTing poliCiES

Leases
The decision as to whether an agreement contains a lease is made based on the economic con-
tent of the agreement at the time the agreement was concluded and requires an assessment as 
to whether the performance of the contractual agreement depends on the utilisation of a specific 
asset or assets and whether the agreement grants a right to use of the assets, even if this right is 
not expressly stated in an agreement. 
 
Upon initial recognition, finance lease arrangements, in other words, leases which transfer all the 
risks and opportunities associated with the ownership of the assets 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 between financial expenses and the repayment 
of the outstanding lease liability, such that the remaining residual carrying value of the lease  
liability bears interest at a fixed and variable 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 period, the leased property is completely depreciated over the shorter of the 
two periods, either the expected useful life or the lease term.

lease payments for operating leases are recorded as expenditure linearly over the term of the 
lease.

Borrowing Costs
Borrowing costs are recognised as part of the acquisition or production costs of an asset if they 
can be allocated directly to the acquisition or production of the asset, and if a considerable period 
of time is necessary in order to assign the asset in its intended usable or sellable condition. All 
other borrowing costs are recognised as an expense in the period in which they occurred. Borrow-
ing costs consist of interest costs and other costs that a company incurs in connection with the 
borrowing of funds. 

intangible Assets
Individually acquired intangible assets are valued at acquisition cost minus cumulative amortisation 
and impairment losses. Intangible assets include goodwill, patents, customer-oriented development 
services, software, customer relations, competition prohibitions, licences and similar rights. The 
Group applies the straight-line method to amortise intangible assets with finite useful lives over 
the expected useful life to the estimated residual value. Excluded from this are customer-oriented 
development 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 fulfilled. After initial cap-
italisation, the asset is carried at cost less accumulated amortisation and impairment losses. 
Capitalised development costs include all directly attributable individual costs as well as propor-
tional overheads, and are amortised over the planned product life span (5 to 7 years). The amor-
tisation of capitalised development costs forms part of production costs and is allocated to the 
components through which they have been incurred.

An impairment test relating to goodwill is performed annually. For other intangible assets with a 
finite useful life, including property, plant, and equipment, an impairment test is performed 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 of other assets or other groups of assets. The recoverable 
amount is the higher of an asset’s net realisable value and its value in use. The net realisable value 
is the amount that can be realised from the sale of an asset in a normal market transaction, less 
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selling costs. 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 useful life. The cash flows are derived from long-term corporate plan-
ning; historical developments and macroeconomic trends. The value in use of the relevant cash 
generating unit is normally considered in order to calculate the intrinsic value of the goodwill.

The long-term corporate planning strategy, approved by the Supervisory Board, runs until the end 
of the detailed planning period in 2014. Management expects significant sales growth for all units, 
which will be generated especially from new orders as well as the building up of customer rela-
tionships already existing within the Group. Furthermore, due to increases in productivity and effi-
ciency as well as quality improvements, the materials input will decline. As a consequence, pro-
portionate staff costs will also decline. This will feed through to an increase in EBIT overall. The 
key assumptions, to which long-term corporate planning reacts sensitively, are development from 
sales figures in the automotive industry, commodity prices, and the increase in productivity. These 
developments were assessed and determined based on past experience, using publicly available 
data and existing project agreements, as well as on internally decided measures.

Cash flows are discounted to the balance sheet date by applying risk equivalent capitalisation 
rates (pre-tax). In the case of impairment testing of goodwill associated with PWO UNITOOlS CZ 
a.s. and PWO Canada Inc., a capitalisation rate (Weighted Average Cost of Capital – WACC) of 10.28 
percent (p/y: 10.79 percent) and 13.09 percent (p/y: 15.26 percent) was applied respectively with 
regard to the first phase. The second phase (growth rate in perpetuity) was calculated with a growth 
rate of 1.01 percent (p/y: 1.0 percent) and 1.27 percent (p/y: 1.0 percent), respectively. The growth 
rates of the relevant automotive markets were used as a basis for determining the cash flows. 

Assumptions that have been made are subject to a certain level of sensitivity. While a change to 
one of the assumptions made to determine the value in use for PWO UNITOOlS CZ a.s. and PWO 
Canada Inc. is fundamentally possible based on reasonable judgment, we believe it is unlikely that 
the carrying amounts of goodwill for these company units would exceed their recoverable amounts 
to a significant extent, since the actual recoverable amounts of the company units PWO UNITOOlS 
CZ a.s and PWO Canada Inc. exceed their carrying amounts by EURk 4,274 (p/y: EURk 10,591) and 
EURk 4,722 (p/y: EURk 4,410), respectively. however, under the assumption of an unchanged cap-
italisation rate, an impairment would be required if the free cash flows were sustainably reduced 
by more than 12 percent for PWO UNITOOlS and by more than 22 percent for PWO Canada. In turn, 
under the assumption of unchanged free cash flows, an impairment would be required if the cap-
italisation rate increased to 9.5 percent for PWO UNITOOlS and to 12.8 percent for PWO Canada.
 
Financial instruments
A financial instrument is any contract that gives rise to a financial asset of one entity and a finan-
cial liability or equity instrument of another entity (IAS 39). In the case of financial assets, where 
the trade and the settlement could occur on different dates, the settlement date is applied for the 
purpose of initial recognition. Financial instruments are measured at cost on initial recognition; 
transaction costs are generally included in the initial measurement. Subsequent measurement of 
financial instruments is dependent on how these instruments are allocated to the categories as 
per IAS 39. They are either measured at fair value or at amortised cost. IAS 39 differentiates 
between primary and derivative financial instruments. 

Primary financial instruments particularly relate to trade receivables and payables, other finan-
cial assets, 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, and other 
liabilities as well as cash, the carrying amount mainly corresponds to fair value.
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PWO employs currency-related derivatives in the form of interest-rate swaps, foreign exchange 
swaps, options, and foreign exchange forward contracts to hedge interest-rate and exchange-rate 
risks. They are carried at fair value both at the time of purchase and as part of subsequent meas-
urement. In the case of derivative financial instruments which do not fulfil the criteria of a hedging 
transaction, gains or losses from changes in the fair value are reported immediately in profit or 
loss. Market value changes of derivative financial instruments used to hedge future cash flows 
(cash flow hedges) are recognised directly in equity in the amount of the effective share of equity, 
while the ineffective share is immediately recognised in profit or loss. When the hedged transac-
tion takes place, the derivative is transferred from equity to profit and loss. The fair value of 
exchange listed derivatives corresponds to the positive or negative market value. If no market val-
ues are available, these are calculated using recognised actuarial valuation models, e.g. dis-
counted cash flow model or option price model. 

In the case of short-term financial assets and financial liabilities, the carrying amount is a rea-
sonable approximation of the fair value. At each balance sheet date, the Group determines whether 
there is objective evidence of an impairment of a financial asset or group of financial assets.

The Group has not yet made use of the option of designating financial assets at fair value through 
profit or loss at the time of their initial recognition. 

In the case of financial liabilities, the Group has not yet resorted to the option of designating these 
as financial liabilities at fair value through profit or loss at the time of their initial recognition. 
 
inventories
Inventories of raw materials and supplies are recognised at the lower of average purchase price 
or realisable values. Unsalable or obsolete materials are written off accordingly. Work-in-pro  gress 
and finished goods are measured at the lower of cost or net realisable value on the basis of item-
by-item calculations based on current operational accounting. In addition to direct costs, production 
costs include 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 acquisition or production cost. In this context, 
a loss-free valuation considers the maximum cost to be recognised as the selling price plus revenue 
generated via series production.

Revenue is recognised when the Group has transferred the significant risks and opportunities 
relating to ownership of the goods to the buyer.

Cash and Cash Equivalents
Cash and cash equivalents include cash on hand and short-term bank deposits with an original 
remaining term of less than 90 days. 

Provisions
Pension provisions are measured on an annual basis for the consolidated financial statements by 
independent appraisers using the internationally accepted projected unit credit method in accord-
ance with IAS 19. As a part of this process, in addition to pensions and acquired vested rights to 
future pension payments known at the reporting date, expected future increases in salaries and 
pensions are taken into account. Pension commitments are calculated on the basis of actuarial 
methods. Actuarial gains and losses are recognised through profit and loss if the actuarial gains 
and losses not recognised at the beginning of the financial year exceed ten per cent of the present 
value of the obligation at that date (corridor method). 
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Past service cost is expensed on a straight-line basis over the average period until the benefits 
become vested. To the extent that the benefits are already vested immediately following the intro-
duction of, or changes to, a pension plan, past service cost is expensed immediately.

Other provisions are recognised when the Group has a present obligation with respect to third par-
ties, either legal or constructive, where a future outflow of resources is probable and a reliable 
estimate of the amount of the obligation can be made. If the interest effect is material, provisions 
are discounted.
 
If the Group expects at least a partial reimbursement for a provision carried as a liability, the reim-
bursement is recognised as a separate asset, provided inflow of the reimbursement is likely.

4 | Changes in accounting policies

nEW AnD AMEnDED STAnDARDS AnD inTERPRETATiOnS 

The accounting methods applied are basically the same as those used in the previous year, apart 
from the following new and revised standards and interpretations effective January 1, 2011:

iAS 24 | Related Party Disclosures (amended)
The IASB published an amendment that clarifies the definition of related parties. The new 
interpretation strengthens the symmetric approach of determining the relations to related par-
ties and explains the circumstances, under which individuals in key positions have a significant 
influence on the relations to related parties of a company. Furthermore, the amended standard 
introduces a partial exemption from the disclosure obligations according to IAS 24 for transac-
tion with public authorities and with entities, which are controlled, jointly controlled, or signifi-
cantly influenced by the same public authority as the reporting entity. The application of the 
amendment will not have any effect on the Group’s net assets, financial position, and results 
of operations.

iAS 32 | Financial instruments: Presentation – Classification of Rights issues (amended)
The IASB published an amendment, which has changed the definition of a financial liability ac-
cording to IAS 32 inasmuch as subscription rights and options or warrants can be classified as 
equity instruments. The amendment shall be applied, if these rights authorise acquisition of a 
fixed number of equity instruments of the company at a fixed amount in any currency, and the 
company offers them pro rata to all current owners of the same class of its non-derivative eq-
uity instruments. The change will not have any effect on the consolidated financial statements 
since the Group has not issued any such instruments.

iFRiC 14 | Prepayments of a Minimum Funding Requirement (amended) 
The amendment should abolish unintended effects where a company is subject to minimum 
funding requirements and makes a prepayment of contributions that meet these requirements. 
The change in the interpretation allows plan assets to be classified as prepayments by the 
company for future service costs. This change will not have any effect on the consolidated 
financial statements.
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iMPROVEMEnTS TO iFRS

In May 2010, the IASB issued its third collective standards on the modification of various IFRS 
with the primary objective of eliminating inconsistencies and clarifying formulations. The collective 
standards specify an interim arrangement for each amended IFRS. The new regulations listed be-
low had an impact on the Group’s accounting methods. however, they had no impact on the Group’s 
net assets, financial position and results of operations: 
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iFRS 3 | Business Combinations
The available measurement options for non-controlling interests have been changed. Only 
components of non-controlling interest, that have current ownership rights and, in the event 
of liquidation, give the holder a proportionate claim on the net assets of the company, may 
either be measured at fair value or at the proportionate share of the current ownership of the 
identifiable net assets of the acquired company. All other components are to be valued at their 
fair value at the acquisition date. The amendments to IFRS 3 are to be applied to fiscal years 
beginning on or after July 1, 2011. This change has no impact on the consolidated financial 
statements.

iFRS 7 | Disclosure: Transfer of Financial Assets
The aim of the amendment is to simplify the data by reducing the volume of information on 
the collateral held and to improve the data through additional qualitative information, which is 
intended to supplement the quantitative information. This change has no impact on the con-
solidated financial statements.

iAS 1 | Presentation of Financial Statements
The amendment clarifies that an entity may present the analysis of each component of other 
comprehensive income either in the statement of changes in equity, or in the notes. The Group 
presents this analysis in the statement of comprehensive income.

IFRS 3 | Business Combinations (Contingent consideration from a business combination prior 
to the application of IFRS 3 (revised 2008)),
IFRS 3 | Business Combinations (Accounting for unreplaced and voluntarily replaced share-
based awards),
IAS 27 | Consolidated and Separate Financial Statements,
IAS 34 | Interim Financial Reporting,
IFRIC 13 | Customer loyalty Programmes (Determining the fair value of award credits),
IFRIC 19 | Extinguishing Financial liabilities with Equity Instruments.
 

iFRS 7 | Disclosure of the Transfers of Financial Assets (amended)
The amendment of IFRS 7 was issued in October 2010 and is to be applied for the first time 
in financial years beginning on or after July 1, 2011. The amendment requires extensive new 
qualitative and quantitative disclosure on transferred financial assets that have not been 
derecognised, and on the on-going commitment existing on the reporting date in the case of 
transferred financial assets. The amendment is expected to lead to additional disclosures on 
financial instruments. however, the Group does not expect this to have any effect on the recog-
nition and measurement of assets and liabilities in the consolidated financial statements nor 
on its future operating results.

The following new regulations concerning improvements to IFRS 2010 had no effect on the 
Group’s accounting methods or on the presentation of its net assets, financial position, or results 
of operations:

STAnDARDS iSSUED BUT nOT yET MAnDATORy

The following standards and interpretations were published by the IASB and have already been 
incorporated into EU law through the comitology procedure but were not yet mandatory in fiscal 
2011. The Group does not make use of the early application of these standards and interpretations.

The following standards and interpretations, issued by the IASB, were not yet mandatory in fiscal 
2011 and have not yet been transposed into EU legislation. These standards and interpretations 
have not been applied by the Group.
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iFRS 1 | Severe Hyperinflation and Removal of Fixed Dates for First-time Adopters (amended)
The amendment of IFRS 1 was issued in December 2010 and is to be applied for the first 
time in financial years beginning on or after July 1, 2011. The amendment removes the fixed 
date of application of the derecognition of financial assets and liabilities and also removes the 
fixed dates of application regarding the recognition of gains and losses in the initial fair value 
measurement and replaces it with the date of transition to IFRS. The amendment further gives 
guidance as to how an entity should resume presenting financial statements in accordance 
with IFRS after a period of severe hyperinflation in its functional currency during which it had 
been unable to comply with IFRS. The adoption of this amendment will have no impact on the 
Group’s net assets, financial position, or results of operations. 

iFRS 9 | Financial instruments: Classification and Measurement
In November 2009, the first part of phase I of the preparation of IFRS 9 Financial Instruments 
was published. The standard includes new regulations for the classification and measurement 
of financial assets. Debt instruments are to be recognised either at amortised costs of pur-
chase or at fair value through profit or loss depending on their respective characteristics and 
dependent upon the business model. Equity instruments are always accounted for at fair value. 
however, fluctuations in the value of equity instruments may be recorded in other comprehen-
sive income due to an instrument-specific option exercisable upon the acquisition of the finan-
cial instrument. In this case, only specific dividend income would be recognised in income for 
equity instruments unless these financial assets are held for trading, in which case they must 
be measured at fair value through profit or loss. In October 2010, the IASB has completed the 
second part of phase I of the project. The standard comprises amendments regarding financial 
liabilities and proposes to retain the existing classification and measurement requirements for 
financial liabilities with the following exceptions: The effects of changes in the own credit risk 
on financial liabilities, which were designated at fair value through profit or loss, must be rec-
ognised directly in equity without affecting profit or loss. Derivate liabilities on unquoted equity 
instruments may also no longer be measured at amortised cost. IFRS 9 is to be applied for the 
first time in fiscal years starting on or after January 1, 2015. The completion of this project is 
expected in 2012. The application of the first part of Phase I will have no material impact on 
the classification and measurement of the financial assets of the Group. The application of the 
second part of this project phase is not expected to have a significant effect on the Group’s net 
assets, financial position, or results of operations. In order to give a comprehensive picture 
of the potential impact, the Group will first quantify the impact in conjunction with the other 
phases and as soon as they have been published.

iFRS 10 | Consolidated Financial Statements
IFRS 10 was published in May 2011 and should be applied for the first time in fiscal years begin-
ning on or after January 1, 2013. The new standard replaces the existing provisions of IAS 27 | 
Consolidated and Separate Financial Statements for the accounting, and the interpretations of 
SIC-12 | Consolidation - Special Purpose Entities. IFRS 10 established a unified command con-
cept, which applies to all entities, including special purpose entities. From the changes intro-
duced by IFRS 10, no impact is expected since control is exercised throughout all entities in the 
Group and therefore, all entities are included at full in the consolidated financial statements.

iFRS 11 | Joint Arrangements
IFRS 11 was published in May 2011 and should be applied for the first time in fiscal years begin-
ning on or after January 1, 2013. This standard replaces IAS 31 | Investments in Joint Ventures 
and the interpretations of SIC-13 | Jointly Controlled Entities – Non-Monetary Contributions 
by Partner Companies. With IFRS 11, the previous option on the application of proportionate 
consolidation for joint ventures will be cancelled. With the adoption of the new standards no 
impact is expected since control is exercised throughout all entities in the Group and therefore, 
all entities are included in their entirety in the consolidated financial statements.
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iFRS 12 | Disclosure of interests in Other Entities
IFRS 12 was published in May 2011 and should apply for the first time in fiscal years beginning 
on or after January 1, 2013. This standard sets uniform disclosure requirements for the area of 
consolidated financial reporting and consolidates the disclosures on subsidiaries, which was 
previously covered by IAS 27, the disclosures for jointly controlled and associated companies, 
which was thus far included in IAS 31 and IAS 28, as well as for structured companies. Since 
the new standards include additional disclosure requirements, the Group’s disclosures within 
the consolidated companies will be more comprehensive in the future.
 
iFRS 13 | Measurement of Fair Value 
IFRS 13 was published in May 2011, and should apply for the first time in fiscal years beginning 
on or after January 1, 2013. This standard establishes guidelines for the determination of fair 
value and imposes extensive quantitative and qualitative disclosures regarding the measure-
ment at fair value. however, the standard does not cover the question of when assets and 
liabilities must or can be measures at fair value. IFRS 13 defines fair value as the price that 
would be received by a party in a regular transaction between market participants at the meas-
urement date for the sale of an asset or what the price paid would be to transfer a liability. The 
Group is currently assessing the impact that the new standard will have on its future net assets, 
financial position, and results of operations. Material effects are not expected.

iAS 1 | Presentation of Financial Statements – Presentation of items of Other Comprehensive 
income (amended)
The amendment to IAS 1 was published in June 2011 and applies for the first time in fiscal 
years beginning on or after July 1, 2012. The amendment to IAS 1 affects the presentation of the 
components included in other comprehensive income. These components, for which a future 
reclassification through profit or loss is expected (known as recycling), will be presented sepa-
rately from the components that will remain in equity. From this change, no impact is expected 
since there are currently no amounts present that are to remain in equity. 

iAS 12 | Deferred Taxes: Recovery of Underlying Assets (amended)
The amendment to IAS 12 was published in December 2010 and applies for the first time in 
fiscal years beginning on or after January 1, 2012. With the amendment to IAS 12, a simpli-
fied scheme will be introduced. Accordingly, it is presumed (refutable), that for the calculation 
of deferred taxes on real estate, which are measured at fair value, recognition of the carrying 
amount through sale is generally to be assumed. A sale of the asset should always be assumed 
for fixed assets which are not subject to depreciation and that are measured using the revalu-
ation model. The adoption of this amendment is not expected to affect the Group’s net assets, 
financial position, or results of operations. 

iAS 19 | Employee Benefits (amended)
The revised IAS 19 was published in June 2011 and will apply for the first time in fiscal years 
beginning on or after January 1, 2013. The adjustments range from fundamental changes, 
such as those concerning the determination of expected returns on plan assets, the abolition 
of the corridor method which distributed or smoothed the volatility from pension obligations 
over time, to mere clarifications and reformulations. The Group expects that the amended IAS 
19 will apply for the first time for the consolidated financial statements of the financial year 
beginning on January 1, 2013. In the future, the amount of the provision will fully reflect the 
obligation. The actuarial gains and losses will no longer be recognised on a pro-rata basis, but 
fully recognised in the period incurred within other comprehensive income. Other effects on the 
Group’s net assets, financial position, and results of operations are currently being assessed.
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iAS 27 | Separate Financial Statements (revised 2011)
The revised IAS 27 was published in May 2011 and will apply for the first time in fiscal years 
beginning on or after January 1, 2013. With the adoption of IFRS 10 and IFRS 12 the scope of 
IAS 27 is limited to only the accounting for subsidiaries, jointly controlled companies, and as-
sociated companies in the separate financial statements of a company.

iAS 28 | investments in Associates and Joint Ventures
The revised IAS 28 was published in May 2011 and will apply for the first time in fiscal years be-
ginning on or after January 1, 2013. With the adoption of IFRS 11 and IFRS 12, the scope of IAS 
28 has expanded to include the application of the equity method for joint ventures in addition to 
associated companies. In terms of impact, we refer to our comments on IFRS 11.

iAS 32 and iFRS 7 | Offsetting Financial Assets and Financial Liabilities (amended)
The amendment to IAS 32 and IFRS 7 were published in December 2011 and will apply for the 
first time in fiscal years beginning on or after January 1, 2013. This amendment should elimi-
nate the existing inconsistencies through an addition to the application guidelines. The existing 
basic provisions for the netting of financial instruments have been maintained. The amend-
ment also defines supplemental information. The change will have no impact on the Group‘s 
accounting policies, however, more disclosure will be required.

iFRiC 20 | Stripping Costs in the Production Phase of a Surface Mine
In October 2011, the IASB has published the IFRIC 20. The interpretation clarifies the capitali-
sation of a non-current asset for incidental expenses related to waste disposal during a mining 
operation where the benefits lie in improved access to future degradable ores and where other 
mandatory requirements are met. The interpretation is effective for fiscal years beginning on or 
after December 31, 2012. The adoption of this change has no impact on the Group’s net assets, 
financial position, or results of operations. 

5 | key Judgments, Estimates, and assumptions

In compiling the consolidated financial statements, the Management Board makes discretionary 
judgments, estimates, and assumptions which affect the level of reported income, expenses, 
assets, and liabilities shown at the end of the reporting period. The actual figures may differ from 
these estimates.

Note 29 explains the most important discretionary judgments, forward-looking assumptions and 
other key sources of estimating uncertainties existing on the reporting date, where there is a sig-
nificant risk that a key adjustment of the carrying amounts of assets and liabilities will be required 
within the next financial year.
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This item includes non-periodic income in the amount of EURk 718 (p/y: EURk 594).

Government grants of EURk 183 (p/y: EURk 175) were provided for the creation of new jobs as 
well as for training, restructuring, and environmental protection measures. These grants were 
recognised through profit and loss. 

Staff costs and employees

EURk 2011 2010

Currency gains 4,386 2,708

Income from derecognition of accruals 300 387

license income 209 139

Other operating income 2,018 1,714

Total 6,913 4,948

STAFF COSTS

nUMBER OF EMPLOyEES By DiViSiOn (yEAR-AVERAGE)

EURk 2011 2010

Wages and salaries 73,468 64,158

Social security and post-employment costs 14,494 12,865

Total 87,962 77,023

2011 2010

Development and sales 140 132

Production and materials 1,374 1,176

Tool centre 463 442

Administration 137 125

Sub-total 2,114 1,875

Part-timers 275 161

Trainees 132 125

Total 2,521 2,161

8 | other operating income

Other operating income is as follows: 

noTES To ThE inComE STaTEmEnT

6 | Revenue

The breakdown of Group revenue by location and product areas is shown in the segment report-
ing (see Note 28).

7 | other own work capitalised

Own work capitalised comprises an amount of EURk 1,128 (p/y: EURk 1,076) of development costs 
subject to mandatory capitalisation according to IAS 38. These development costs are related, in par-
ticular, to the development of a module carrier. A series order for this project was received in 2008.
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10 | other operating expenses

Other operating expenses are as follows: 

11 | financial expenses

Financial expenses consisted of interest payable to banks amounting to EURk 4,553 (p/y: EURk 
4,621), interest expense for pension provisions of EURk 1,498 (p/y: EURk 1,471), interest ex-
pense under finance leases in the amount of EURk 121 (p/y: EURk 71) and interest cost on other 
provisions of EURk 120 (p/y: EURk 156). Of the interest payable to banks, financial liabilities 
which were not recognised at fair value through profit or loss, have caused interest expenses 
of EURk 4,178 (p/y: EURk 4,046). 

12 | income taxes

Income taxes are as follows:

No deferred taxes were recognised for temporary differences related to retained profits from 
subsidiaries totalling EURk 3,623 (p/y: EURk 3,117), since these profits are to be used to fund the 
further expansion of business at the individual locations.

The differences between the expected income tax expense based on the calculated tax rate and 
the actual income tax expense have been outlined in the following reconciliation. The tax rate ap-
plied is based on the domestic income tax rate.

This item includes non-periodic expenses in the amount of EURk 136 (p/y: EURk 260). 

EURk 2011 2010

Costs for part-timers 7,641 4,280

Maintenance costs 4,643 4,914

Currency losses 3,420 2,191

Outgoing freight 3,279 2,869

Travel costs 1,569 1,147

Rental costs 1,450 1,001

legal, audit, and consultancy costs 1,407 1,096

Insurance premiums 1,078 1,036

Minimum lease payments for operating leases 688 538

Other operating expenses 7,073 5,689

Total 32,248 24,761

EURk 2011 2010

actual taxes 4,409 3,723

Deferred taxes -545 -379

Total 3,864 3,344
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The deferred tax assets and liabilities associated with the individual balance sheet items are 
presented below:

See Note 29 for further details.

13 | Earnings per share

Earnings per share is computed by dividing net income for the period attributable to the share-
holders of PWO AG by the weighted average number of shares outstanding during the fiscal year. 
Actions resulting in dilution effects did not occur.  

EURk 2011 2010 2011 2010

Intangible assets, tangible assets, 
and financial assets 76 69 3,647 3,626

Other assets 451 442 200 398

Tax-loss carryforwards and tax credits 3,685 3,325 0 0

Provisions 1,545 1,575 0 0

liabilities 676 256 10 10

Sub-total 6,433 5,666 3,857 4,034

Offset -3,422 -3,475 -3,422 -3,475

Amount in the consolidated balance sheet 3,011 2,191 435 559

Deferred tax assets Deferred tax liabilities

2011 2010

net income for the period in EURk 9,016 6,459

average number of bearer shares 2,500,000 2,500,000

Earnings per share in EUR 3.61 2.58

EURk 2011 2010

Earnings before income taxes 12,880 9,803

Theoretical tax expense at 28,08 % (p/y: 27,38 %) 3,617 2,684

Change in theoretical tax expense due to different tax rates applicable to foreign 
entities -29 -51

Tax increase due to non-deductable expenses 269 178

Tax increase (+) / -reduction (-) previous years -61 134

Tax effects from future tax rate changes 2 20

Tax effects from tax credits -692 -821

Effects from non-capitalised tax-loss carryforwards 870 1,205

Other effects -112 -5

income taxes 3,864 3,344
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The useful life for buildings is 25 to 50 years, for technical equipment and machinery 2 to 10 
years, and of other equipment as well as operating and office equipment 3 to 14 years. For com-
puter hardware the useful life is 3 to 5 years. 
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14 | property, plant, and equipment 

EURk

Acquisition and 
production costs

land and 
buildings

Technical 
equipment 

and 
machinery

Other equip-
ment, operat-
ing and office 

equipment

Prepayments 
and assets 

under 
construction

Total

As at Jan. 1, 2010 60,995 162,348 23,052 6,084 252,479

Additions 240 5,518 1,603 9,742 17,103

Reclassifications -169 4,156 708 -4,695 0

Disposals -343 -1,099 -903 0 -2,345

Currency effects 2,074 2,990 467 80 5,611

As at Dec. 31, 2010 62,797 173,913 24,927 11,211 272,848

Additions 2,294 8,113 1,842 13,545 25,794

Reclassifications 499 7,279 1,086 -8,864 0

Disposals -1 -1,305 -1,159 0 -2,465

Currency effects 865 633 117 121 1,736

As at Dec. 31, 2011 66,454 188,633 26,813 16,013 297,913

Depreciation and amortisation

As at Jan. 1, 2010 19,732 118,902 16,684 0 155,318

Additions 1,816 11,279 2,153 0 15,248

Reclassifications 0 0 0 0 0

Disposals -343 -1,089 -870 0 -2,302

Currency effects 296 1,621 261 0 2,178

As at Dec. 31, 2010 21,501 130,713 18,228 0 170,442

Additions 1,895 10,638 2,073 0 14,606

Reclassifications 0 0 0 0 0

Disposals 0 -1,029 -1,108 0 -2,137

Currency effects 96 342 108 0 546

As at Dec. 31, 2011 23,492 140,664 19,301 0 183,457

net carrying amounts

As at Dec. 31, 2011 42,962 47,969 7,512 16,013 114,456

As at Dec. 31, 2010 41,296 43,200 6,699 11,211 102,406
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15 | intangible assets

The useful life for software is 3 to 5 years.

Development costs of EURk 3,350 (p/y: EURk 2,657) that required capitalisation under IAS 38 are 
amortised using the units of production method as soon as development is complete and produc-
tion of series parts commences.

The residual carrying amount of SAP software amounts to EURk 1,245 (p/y: EURk 2,010). The 
remaining amortisation period is 2 to 4 years.

As at December 31, 2011 the goodwill of PWO UNITOOlS CZ amounted to EURk 4,331 (p/y: EURk 
4,331) and the goodwill of PWO Canada Inc. amounted to EURk 1,147 (p/y: EURk 1,140). The incre-
ase at PWO Canada resulted from fluctuations in the exchange rate. 

EURk

Acquisition and 
production costs

Contract and 
customer-

related 
development 

services  

Industrial 
property 

rights and 
similar rights

 

Goodwill Other intangi-
ble assets

Prepayments Total

As at Jan. 1, 2010 1,808 10,671 6,536 865 0 19,880

Additions 1,076 1,088 0 0 0 2,164

Reclassifications 0 0 0 0 0 0

Disposals 0 0 0 0 0 0

Currency effects 0 53 185 67 0 305

As at Dec. 31, 2010 2,884 11,812 6,721 932 0 22,349

Additions 1,128 1,048 0 0 4 2,180

Reclassifications 0 0 0 0 0 0

Disposals 0 0 0 0 0 0

Currency effects 0 29 26 25 0 80

As at Dec. 31, 2011 4,012 12,889 6,747 957 4 24,609

Depreciation and
amortisation

As at Jan. 1, 2010 30 6,626 1,198 737 0 8,591

Additions 197 1,464 0 134 0 1,795

Reclassifications 0 0 0 0 0 0

Disposals 0 0 0 0 0 0

Currency effects 0 29 52 57 0 138

As at Dec. 31, 2010 227 8,119 1,250 928 0 10,524

Additions 435 1,622 0 4 0 2,061

Reclassifications 0 0 0 0 0 0

Disposals 0 0 0 0 0 0

Currency effects 0 9 19 25 0 53

As at Dec. 31, 2011 662 9,750 1,269 957 0 12,638

net carrying 
amounts

As at Dec. 31, 2011 3,350 3,139 5,478 0 4 11,971

As at Dec. 31, 2010 2,657 3,693 5,471 4 0 11,825
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Accumulated amortisation included EURk 698 from the amortisation of goodwill at PWO de México 
S.A. de C.V. in fiscal year 2009.

16 | inventories

At the balance sheet date, the total amount of inventories was EURk 47,744 (p/y: EURk 50,133). 
Of this amount, tool spare parts comprised EURk 4,179 (p/y: EURk 3,527) and were stated at their 
net realisable value. In the fiscal year under review, an impairment of EURk 693 (p/y: EURk 268) 
was recognised through profit or loss.

17 | Receivables and other assets

At December 31, 2011, the allowances for trade receivables and other receivables amounted to 
EURk 1,309 (p/y: EURk 1,328). The carrying amount of trade receivables and other receivables be-
fore valuation allowances was EURk 52,281 (p/y: EURk 43,287). The development of the valuation 
allowance account is as follows:

For receivables, which have a material amount, allowances are provided for according to uniform 
standards and at the level of the incurred loss. A potential impairment is assumed in the presence of 
various factors such as late payments over a specified period, the initiation of compulsory measures, 
threat of default or insolvency, the filing or commencement of insolvency proceedings, or the failure 
of restructuring measures.

Allowances for doubtful accounts are recorded regularly on separate impairment accounts and lead 
to an impairment loss through profit and loss. The allocation to, and therefore, the increase in the 
valuation allowance during the year, referred to only a few isolated cases. Definite failures result in 
the derecognition of the receivable.

The non-current portion of the other assets amounts to EURk 268 (p/y: EURk 138) and the non-
current portion of the income tax receivables amounts to EURk 521 (p/y: EURk 637).

18 | Cash and cash equivalents

Cash and cash equivalents include cash on hand and short-term bank deposits. Deposits at banks 
bear interest at a variable interest rate for short-term call deposits. At December 31, 2011 the Group 
had undrawn credit lines for which all necessary conditions for use were already met. At December 
31, 2011, for purposes of the consolidated statement of cash flows, the balance of cash and cash 
equivalents of EURk 4,580 (p/y: EURk 7,290) consisted of cash on hand and bank deposits.

19 | Subscribed capital and reserves

Subscribed capital
At December 31, 2011, the fully subscribed and paid-up capital amounted to EURk 7,500 (p/y: EURk 
7,500), and was divided into 2,500,000 bearer shares.

EURk 2011 2010

Valuation allowance as at Jan. 1 1,328 2,096

Additions 21 344

Utilisation -25 -913

Releases -15 -202

Currency translation effects 0 3

Valuation allowance as at Dec. 31 1,309 1,328
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Authorised Capital
By resolution of the Annual General Meeting of May 26, 2010 and subject to the consent of the Su-
pervisory Board, the Management Board is authorised, until May 25, 2015, to increase the Company‘s 
share capital once or several times by up to EUR 3,000,000.00 against payment in cash (Authorised 
Capital I/2010).

By resolution of the Annual General Meeting of May 26, 2010 and subject to the consent of the Su-
pervisory Board, the Management Board is authorised, until May 25, 2015, to increase the Company‘s 
share capital once or several times by up to EUR 750,000.00 against a cash payment (Authorised 
Capital II/2010).

The Annual General Meeting of May 26, 2010 has approved a conditional increase in share capital by 
up to EUR 3,000,000.00 (Contingent Capital 2010).

Capital reserves
The capital reserve includes the premium from the issuance of shares. 

Retained earnings and other equity
Retained earnings include current and previous years’ earnings by the PWO AG and the consolidated 
subsidiaries, but not yet distributed. 

Currency translation differences of financial statements of foreign subsidiaries in the amount of 
EURk 1,739 (p/y: EURk 1,469) are reported separately.

In addition, the portion of the profit or loss is recognised that results from a cash flow hedging  
instrument, which is determined as an effective hedge.
 
Proposed and distributed dividends
At December 31, 2011, PWO AG reported unappropriated retained earnings of EUR 5,240,433.65. The 
distributable amounts are based on the unappropriated retained earnings of PWO AG in accordance 
with the commercial law.

It is proposed to the Annual General Meeting that the unappropriated retained earnings of PWO AG 
be appropriated as follows:

In financial year 2011, a total dividend of EUR 2,500,000.00 (EUR 1.00 per dividend-bearing share) 
was paid for the financial year 2010.

notifications pursuant to Section 21 (1) of the German Securities Trading Act (WpHG)
In a release on February 15, 2008, Consult Invest Consulting Gmbh, Boeblingen, gave notification 
that it held an interest of 55.282 percent.

EUR

Payment of a dividend of EUR 1.40 per dividend-bearing share 3,500,000.00

Allocation to other retained earnings 1,700,000.00

Carried forward to new account 40,433.65
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In a release on July 21, 2008, Delta lloyd Europees Deelnemingen Fund NV, Amsterdam, The 
Netherlands, gave notification that it held an interest of 3.05 percent.

In a release on October 15, 2008, Delta lloyd Europees Deelnemingen Fund NV, Amsterdam, The 
Netherlands, gave notification that it held an interest of 5.12 percent.

20 | liabilities

Pension provisions
Provisions for pensions and similar obligations are formed on the basis of pension plan entitle-
ments for retirement, invalidity, and survivor dependant’s benefits. The retirement benefits are 
based on salary and length of service. The direct and indirect obligations include those arising 
from current pensions as well as benefits for pensions and retirement allowances payable in the 
future.

The vast majority of provisions for defined benefit plans concern the PWO AG. PWO de México S.A. 
de C.V. accounted for a pension provision amounting to EURk 140 (p/y: EURk 136). 

The provisions for defined benefit plans are calculated in accordance with IAS 19 using the pro-
jected unit credit method. The pension obligations are recognised at the present value of the 
defined benefit obligations at the measurement date, and take into account likely future increases 
in pensions and salaries. 

PWO Canada Inc. has defined contribution plans. These resulted in a recognised expense in the 
amount of EURk 60 (p/y: EURk 55).

Employer contributions to the statutory state pension scheme were made in the amount of EURk 
6,630 (p/y: EURk 5,947).

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

The ten percent corridor rule is applied when measuring pension provisions and determining 
pension costs. Actuarial gains and losses are not recognised unless they exceed ten percent of 
the total amount of the obligation. 

The following net obligations arise:

2011 2010

Interest rate 4.5 % 5.0 %

Employee turnover rate 2.5 % 2.5 %

Future salary trend < 40 years 3.5 % 3.5 %

Future salary trend > 40 years 2.5 % 2.5 %

Future pension adjustments 2.0 % 2.0 %

EURk 2011 2010

Present value of defined benefit obligations 34,270 30,779

Actuarial losses -6,320 -3,795

Unrecognised past service cost -168 -136

Balance sheet value as at Dec. 31 27,783 26,848

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp



ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp 107noTES To ThE ConSoliDaTED finanCial STaTEmEnTS
noTES To ThE BalanCE ShEET

The changes in the present value of defined benefit obligations are as follows:

The value of pension provisions and similar obligations reported in the balance sheet changed as 
follows compared to the previous year:

Of the pension provisions reported in the balance sheet, EURk 26,373 (p/y: EURk 25,488) are non-
current and EURk 1,410 (p/y: EURk 1,360) are current.

The amounts included in the income statement are composed as follows: 

Plan assets to meet pension obligations do not exist.

The service cost and realised actuarial losses are reported under staff costs, while interest ex-
pense is reported under financial expenses. 

The following table presents the defined benefit obligations for the current and prior reporting 
periods: 

EURk 2011 2010

Present value of defined benefit obligation as at Jan. 1 30,779 28,809

Interest cost 1,498 1,471

Service cost 640 681

Pension payments rendered -1,369 -1,350

Actuarial losses 2,591 1,105

of which experiential adjustments 177 38

Past service cost 127 55

Foreign currency differences 4 8

Present value of defined benefit obligation as at Dec. 31 34,270 30,779

EURk 2011 2010

Balance sheet value as at Jan, 1 26,848 25,930

Expenses from pension obligations 2,300 2,260

Pension payments rendered -1,369 -1,350

Foreign currency differences 4 8

Balance sheet valus as at Dec, 31 27,783 26,848

EURk 2011 2010

Service cost 640 681

Interest cost 1,498 1,471

Actuarial losses 66 18

Past service cost 96 90

Expenses from pension obligations 2,300 2,260

EURk 2011 2010 2009 2008 2007

Present value of defined benefit 
obligation 34,270 30,779 28,809 26,300 25,654

Experiential adjustments 177 38 177 -638 -104
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Other provisions
Other provisions consist of necessary amounts for employee-related expenses and other identifi-
able obligations and risks. The provisions reported in the balance sheet include provisions for em-
ployees (obligations for age-related part-time working and anniversary bonuses) and provisions 
for contingent losses. It is expected that the total amount of obligations for age-related part-time 
working will accrue within 5 years after the reporting date. Provisions for contingent losses are 
reported as of fiscal year 2011 under other provisions. The prior-year figures have been reclassi-
fied accordingly. 
 
Other provisions have changed as follows:

Grants from the Federal Employment Agency (Bundesagentur für Arbeit) as part of the retirement 
agreements of departing employees are reported as other assets in the amount of EURk 660 (p/y: 
EURk 566) and have not been offset against provisions. 

interest-bearing borrowings
Of the interest-bearing borrowings, EURk 57,742 (p/y: EURk 28,326) have a maturity of less than 
one year and EURk 4,305 (p/y: EURk 5,910) have a maturity of more than five years. Bank borro-
wings amount to EURk 92,095 (p/y: EURk 85,100).

The loans were granted at interest rates between 1.87 percent and 9.84 percent. Bank borrowings 
repayable on demand amounted to EURk 7,140 (p/y: EURk 2,985).

Of the bank borrowings, EURk 18,572 (p/y: EURk 19,476) are secured by mortgages and EURk 
22,134 (p/y: EURk 17,141) by assignment as security. In addition, the usual retention of proprietary 
rights exists for the supply of raw materials and supplies and merchandise.

Other liabilities
Other liabilities include a non-current portion in an amount of EURk 460 (p/y: EURk 488). 

Finance leases and hire-purchase agreements
For various technical equipment and machinery finance leases are used that in some cases con-
tain purchase options for the lessor. As at December 31, 2011, the assets had a carrying amount 
of EURk 2,773 (p/y: EURk 2,081). Due to the structure of the leases, the assets are depreciated 
over their expected useful life rather than according to the term of the lease agreement, pursuant 
to IAS 17.28.

EURk 2011 2010 2011 2010

As at Jan. 1 4,714 4,565 288 116

Utilisation -1,291 -1,025 -41 -2

Releases -20 -67 -148 -66

Additions 1,302 1,241 144 240

of which accrued interest 110 156 10 0

As at Dec. 31 4,705 4,714 243 288

of which non-current 3,385 3,564 124 127

of which current 1,320 1,150 119 161

Personnel-related 
provisions

Provisions for 
contingent losses
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The future minimum lease payments under finance leases and hire purchase agreements are 
reconciled to their present cash value as follows: 

Contingent liabilities and other financial obligations 
A counter guarantee to secure age-related part-time working credits amounted to EURk 2,345 
(p/y: EURk 2,344) as of the reporting date.

As at December 31, 2011 other financial obligations existed, including purchase commitments of 
EURk 28,642 (p/y: EURk 13,387). These amounts apply to subsequent financial years according to 
maturity as follows:

In some cases, the existing operating leases contain extension and call options.

21 | financial risk management

The Group’s financial risk management system is focused on the uncertainty of future financial 
market developments and aims at the minimisation of adverse effects for the overall financial 
strength of the Group. The Management Board has the lead responsibility for this risk manage-
ment system. The Board also sets out the general principles for risk management and defines the 
procedure. All significant concentrations of risk are shown in the Appendix and in the manage-
ment report.

The key risks are described below:

Credit Risk
The credit risk from trade receivables and other receivables is controlled by Progress-Werk 
Oberkirch AG and its subsidiaries based on uniform standards, procedures, and controls. The 
creditworthiness of the customer is regularly checked using credit reports and historical data. 
Based on these findings, the individual credit limits are set for the customer. Outstanding trade 

EURk 2011 2010 2011 2010

Residual duration up to 1 year 823 486 695 387

Residual duration 1 to 5 years 2,060 1,481 1,839 1,261

Residual duration > 5 years 208 424 201 399

Total minimum lease payments 3,091 2,391 2,735 2,047

less interest cost -356 -344 0 0

Present value of minimum interest payments 2,735 2,047 2,735 2,047

Minimum lease 
payments

Present value of minimum 
lease payments

EURk 2012 et 2011 et 2012 et 2011 et 2012 et 2011 et

Residual duration 
up to 1 year 1,282 1,157 20,180 10,948 85 0

Residual duration 
1 to 5 years 1,463 1,136 3,124 141 684 0

Residual duration 
> 5 years 30 5 0 0 1,794 0

Total 2,775 2,298 23,304 11,089 2,563 0

Obligations from non- 
cancellable operating lease  

and rental agreements

Order commitments arising 
from investment orders*

Other financial 
obligations

* Property, plant and equipment, and intangbile assets
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receivables and other receivables are monitored regularly by a diligent management of receiva-
bles. Furthermore, commercial credit insurance has been concluded for additional protection and 
protects a large portion of the receivables. The need for valuation allowances is analysed at each 
balance sheet date and appropriate allowances are made.

With regard to investments of cash and cash equivalents as well as the portfolio of derivative 
financial assets, the Group is exposed to potential losses from credit risks to the extent that finan-
cial institutions do not fulfil their obligations. PWO manages the resulting risk exposure through 
policies and guidelines of the Group Treasury as well as through diversification and the careful 
selection of financial institutions. In addition, all financial institutions are reviewed at regular 
intervals, particularly with the aim of quantifying their default risk. Currently, there are no cash 
and cash equivalents nor derivative financial assets which are overdue or impaired resulting from 
default. 

As at December 31, 2011, the maximum credit risk of financial assets in the event of counterparty 
default was equivalent to the carrying amount of those instruments. For trade receivables and 
other receivables, an additional commercial credit insurance will be deducted.

At December 31, 2011, the analysis of overdue but not impaired trade receivables and other  
receivables is as follows:

For non-impaired trade receivables and other receivables at the balance sheet date there are no 
indications that an allowance was necessary. 

Liquidity risk
For the current business, there are sufficient credit lines from a number of banks. Financing risks 
are limited by an appropriate combination of short-term and long-term loans. long-term cus-
tomer contracts and their related investments and pre-financing of services are generally financed 
on a long-term, project-specific basis. The Group has secured nearly half of its financing needs 
with long-term financing at fixed interest rates. Where necessary, additional derivative interest-rate 
hedges have been concluded. 

EURk 2011 2010

Trade receivables and other receivables 50,972 41,959

Protection from commercial credit insurance -38,026 -29,388

Maximum default risk 12,946 12,571

Derivative financial assets with hedging relationships 555 1,493

Cash and cash equivalents 4,580 7,290

EURk 2011 2010

Trade receivables and other receivables 50,972 41,959

of which neither overdue nor impaired 43,457 31,768

of which < 30 days overdue (but not impaired) 4,915 5,835

of which > 30-90 days overdue (but not impaired) 1,281 3,205

of which > 90-180 days overdue (but not impaired) 955 1,005

of which > 180-360 days overdue (but not impaired) 164 146

of which > 360 days overdue (but not impaired) 200 0
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The following table shows the maturities of the undiscounted cash flows resulting from the 
Group‘s financial liabilities as at the balance sheet date:

The amounts of derivative financial instruments with hedging relationships presented in the above 
table correspond to the undiscounted cash flows on a gross basis. 

The following table shows the maturity of the undiscounted cash inflows and outflows of the deriva-
tive financial instruments having a hedging relationship:

interest-rate risk
In order to assess risks arising from changes in interest rates, as a matter of principle, financial 
instruments have to be categorised, into those with fixed and those with variable interest rates, 
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 addressed using interest-rate swaps. Interest rate risks 
are determined by means of a sensitivity analysis. These show the effects of changes in market 
interest rates on interest payments, interest income and expense, other income components, and 
where applicable, on equity. 

The interest rate sensitivity analysis is based on the following assumptions:

Changes in the market interest rates of primary financial instruments with fixed interest rates 
only affect income if these instruments are measured at fair value. Accordingly, all financial in-
struments with fixed interest rates measured at amortised cost are not subject to interest-rate 
risks as defined by IFRS 7. Currency derivatives are not accounted for due to their immateriality 
in the interest rate sensitivity analysis. 

PWO is subject to interest rate risk at all locations. If the market interest rates at December 31, 
2011 had been 100 basis points higher, earnings before taxes would have been EURk 162 (p/y: 

EURk 2011 2010 2011 2010 2011 2010 2011 2010

Bank borrowings 59,192 30,010 34,183 54,512 4,264 5,800 97,639 90,322

of which repayment 
of principal 57,047 27,939 30,944 51,650 4,104 5,511 92,095 85,100

of which interest payment 2,145 2,071 3,239 2,862 160 289 5,544 5,222

liabilities to leasing companies 823 486 2,060 1,481 208 424 3,091 2,391

of which repayment
of principal 695 387 1,839 1,261 201 399 2,735 2,047

of which interest payment 128 99 221 220 7 25 356 344

Trade payables 20,957 20,265 0 0 0 0 20,957 20,265

Derivative financial instruments 
with hedging relationships 972 141 1,674 1,098 0 147 2,646 1,386

Derivative financial instruments 
without hedging relationships 291 417 345 278 0 0 636 695

Total> 5 years1 to 5 years< 1 year

EURk 2011 2010 2011 2010 2011 2010 2011 2010

Cash inflow 15,800 1,505 23,190 15,297 0 1,802 38,990 18,604

Cash outflow -16,772 -1,646 -24,864 -16,395 0 -1,949 -41,636 -19,990

net balance -972 -141 -1,674 -1,098 0 -147 -2,646 -1,386

Total> 5 years1 to 5 years< 1 year
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EURk 89) lower. If market interest rates had been 100 basis points lower at December 31, 2011, 
earnings before taxes would have been EURk 156 (p/y: EURk 79) higher.

Currency risk
Currency risk is the risk of foreign-exchange-rate-induced fluctuations in the value of balance 
sheet items. A sensitivity analysis is conducted for each currency that constitutes a significant 
risk for the Company. This analysis is based on the following assumptions:

For 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, 
exchange rate differences arising from the translation of financial statements into the Group’s 
reporting currency (translation risk) are not considered.

According to IFRS an exchange risk does not arise from financial instruments that are non-mone-
tary items or from financial instruments denominated in the functional currency. Therefore, in the 
case of derivative financial instruments, only the currency derivatives are included in the sensitivity 
analysis, as all interest-rate derivatives are not exposed to currency risk. The hypothetical effect 
on profit or loss and equity for each separate primary item included in the sensitivity analysis is 
determined by comparing the carrying 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 percent against the CZK at December 31, 2011, earnings before 
taxes would have been EURk 300 higher (p/y: EURk 539). The net gains (losses) from cash flow 
hedges recorded in equity would have been EURk 845 lower (p/y: EURk 756). If the EUR had de-
preciated by 10 percent against the CZK at December 31, 2011, earnings before taxes would have 
been EURk 366 lower (p/y: EURk 658) and net gains (losses) from cash flow hedges recorded in 
equity would have been EURk 844 higher (p/y: EURk 755).

If the EUR had appreciated by 10 percent against the USD at December 31, 2011, earnings before 
taxes would have been EURk 147 higher (p/y: EURk 249 lower). The net gains (losses) from cash 
flow hedges recorded in equity would have been EURk 1,178 lower (p/y: EURk 288). If the EUR had 
depreciated by 10 percent against the USD at December 31, 2011, earnings before taxes would 
have been EURk 213 lower (p/y: EURk 305 higher) and net gains (losses) from cash flow hedges 
recorded in equity would have been EURk 1,333 higher (p/y: EURk 146).

If the EUR had appreciated by 10 percent against the CAD at December 31, 2011, earnings before 
taxes would have been EURk 1 lower (p/y: EURk 3). The net gains (losses) from cash flow hedges 
recorded in equity would have been EURk 1,552 higher (p/y: EURk 1,729). If the EUR had depreci-
ated by 10 percent against the CAD at December 31, 2011, earnings before taxes would have been 
EURk 1 higher (p/y: EURk 3) and net gains (losses) from cash flow hedges recorded in equity 
would have been EURk 1,883 lower (p/y: EURk 2,076).

Capital Management
The primary objective of the Group‘s capital management is to maintain a high credit rating and 
a good equity ratio. In order to maintain the capital structure, adjustments to the dividend pay-
ments to shareholders can be made and new shares can be issued. The monitoring of capital is 
performed via the gearing ratio, which is the ratio of net financial liabilities to equity. According 
to internal guidelines, the target gearing is in the range of between 60 percent and 80 percent. At 
December 31, 2011 and December 31, 2010 there were no changes made to the objectives and 
guidelines. Net financial liabilities are defined as interest-bearing borrowings less cash and cash 
equivalents. 
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EURk 2011 2010

Interest-bearing loans 94,830 87,147

less cash and cash equivalents -4,580 -7,290

net financial liabilities 90,250 79,857

Total equity 74,784 68,971

Gearing ratio 121 % 116 %

22 | financial instruments

As at December 31, 2011 the following derivative financial instruments were open: 

The market value changes of derivative financial instruments used to hedge future cash flows were 
recognised directly in equity, and have taken into account tax effects of EURk -879 (p/y: EURk 94). 

EURk
nominal 

value
Redemp-tion 

2011
Residual 

value
Fixed rate 

p.a.
Variable 

rate Term
Market 

 value

Interest-rate swap 1,800 180 450 3.98 %
6-Month-
EURIBOR

2004 to 
2014 -18

Interest-rate swap 1,000 0 1,000 3.15 %
3-Month-
EURIBOR

2009 to 
2014 -47

Interest-rate swap 1,000 0 1,000 3.15 %
3-Month-
EURIBOR

2010 to 
2014 -56

Interest-rate swap 1,000 0 1,000 3.15 %
1-Month-
EURIBOR

2009 to 
2014 -51

Interest-rate swap 1,000 0 1,000 1.97 %
3-Month-
EURIBOR

2010 to 
2013 -11

Interest-rate swap 1,000 0 1,000 2.19 %
3-Month-
EURIBOR

2010 to 
2015 -34

Interest-rate swap 1,000 200 800 2.06 %
3-Month-
EURIBOR

2010 to 
2015 -15

Interest-rate swap 1,000 0 1,000 2.37 %
3-Month-
EURIBOR

2011 to 
2016 -44

Interest-rate swap 3,500 500 1,500 4.19 %
6-Month-
EURIBOR

2008 to 
2014 -75

Interest-rate swap 1,000 0 1,000 3.15 %
3-Month-
EURIBOR

2009 to 
2014 -47

Interest-rate swap 1,743 271 623 3.85 %
6-Month-

CZK-PRIBOR
2007 to 

2014 -23

Interest-rate swap 500 0 500 2.57 %
3-Month-
EURIBOR

2011 to 
2013 -11

Interest-rate swap 500 0 500 2.33 % EONIA
2011 to 

2013 -15

Interest-rate swap 1,000 0 1,000 2.77 %
3-Month-
EURIBOR

2011 to 
2014 -42

Interest-rate swap 1,778 0 1,778 4.19 %
3-Month-

USD-lIBOR
2008 to 

2013 -88

Currency hedging instruments 
without hedge accounting 7,303 0 7,303 - -

2012 to 
2013 -119

Currency hedging instruments 
with hedge accounting 61,184 0 61,184 - -

2012 to 
2016 -1,241
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As part of hedge accounting, EURk 674 (p/y: EURk 22) was derecognised from equity and recog-
nised as revenue in the income statement. Of the amount derecognised, EURk 0 (p/y: EURk 0) was 
due to hedge ineffectiveness.

At the balance sheet date it was assumed that all planned transactions will occur. Furthermore, 
it is expected that the hedged cash flows will occur and will affect profits and losses within the 
period specified in the table above.

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

The Group applies the following hierarchy in determining and disclosing the fair value of financial 
instruments according to valuation procedures:

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

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

of which aggregated according to iAS 39 
measurement categories:
loans and Receivables (laR) 55,552 49,249 55,552 49,249

Financial Assets held for Trading (FAhfT) 0 0 0 0

Financial liabilities Measured at Amortised Cost (FlAC) 113,052 105,365 116,883 108,936

Financial liabilities held for Trading (FlhfT) 696 731 696 731

LiABiLiTiES
Interest-bearing loans 94,830 87,147 98,885 90,901

Bank borrowings FlAC 92,095 85,100 95,926 88,671

of which variable interest rate 42,908 42,098 42,908 42,098

of which fixed interest rate 49,187 43,002 53,018 46,573

liabilities to leasing companies n.a. 2,735 2,047 2,959 2,230

of which variable interest rate 86 107 86 107

of which fixed interest rate 2,649 1,940 2,873 2,123

Trade payables FlAC 20,957 20,265 20,957 20,265

Other financial liabilities 2,492 1,996 2,492 1,996

of which derivatives with hedging relationship n.a. 1,796 1,265 1,796 1,265

of which derivatives without hedging relationship FlhfT 696 731 696 731

EURk (IAS 39) 2011 2010 2011 2010

ASSETS 
Trade receivables and other receivables laR 50,972 41,959 50,972 41,959

Other financial assets 555 1,493 555 1,493

of which derivatives with hedging relationship n.a. 555 1,493 555 1,493

of which derivatives without hedging relationship FAhfT 0 0 0 0

of which deposits > 3 months laR 0 0 0 0

Cash and cash equivalents laR 4,580 7,290 4,580 7,290

Carrying amountvaluation category Fair Value
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of which aggregated according to iAS 39 
measurement categories:
loans and Receivables (laR) 55,552 49,249 55,552 49,249

Financial Assets held for Trading (FAhfT) 0 0 0 0

Financial liabilities Measured at Amortised Cost (FlAC) 113,052 105,365 116,883 108,936

Financial liabilities held for Trading (FlhfT) 696 731 696 731

LiABiLiTiES
Interest-bearing loans 94,830 87,147 98,885 90,901

Bank borrowings FlAC 92,095 85,100 95,926 88,671

of which variable interest rate 42,908 42,098 42,908 42,098

of which fixed interest rate 49,187 43,002 53,018 46,573

liabilities to leasing companies n.a. 2,735 2,047 2,959 2,230

of which variable interest rate 86 107 86 107

of which fixed interest rate 2,649 1,940 2,873 2,123

Trade payables FlAC 20,957 20,265 20,957 20,265

Other financial liabilities 2,492 1,996 2,492 1,996

of which derivatives with hedging relationship n.a. 1,796 1,265 1,796 1,265

of which derivatives without hedging relationship FlhfT 696 731 696 731

EURk (IAS 39) 2011 2010 2011 2010

ASSETS 
Trade receivables and other receivables laR 50,972 41,959 50,972 41,959

Other financial assets 555 1,493 555 1,493

of which derivatives with hedging relationship n.a. 555 1,493 555 1,493

of which derivatives without hedging relationship FAhfT 0 0 0 0

of which deposits > 3 months laR 0 0 0 0

Cash and cash equivalents laR 4,580 7,290 4,580 7,290

Level 3 | Procedures using input parameters, that materially affect the recognised fair value, and 
are not based on observable market data.

Financial instruments carried at fair value: 

There were no reclassifications between assessments at fair value of level 1 and level 2 and no 
reclassifications into or from values at fair value of level 3.
 
The following comprehensive income and expenses arose with respect to the position of financial 
instruments in the portfolio measured at fair value:

The income or expense resulting from the fair value measurement of derivatives without a hedge 
relationship is reported in other operating income or other operating expenses.

EURk 2011 2010 2011 2010 2011 2010 2011 2010

ASSETS
Other financial assets 0 0 555 1,493 0 0 555 1,493

of which derivatives with 
hedge relationship 0 0 555 1,493 0 0 555 1,493

of which derivatives without 
hedge relationship 0 0 0 0 0 0 0 0

LiABiLiTiES
Other financial liabilities 0 0 2,492 1,996 0 0 2,492 1,996

of which derivatives with 
hedge relationship 0 0 1,796 1,265 0 0 1,796 1,265

of which derivatives without 
hedge relationship 0 0 696 731 0 0 696 731

TotalLevel 3Level 2Level 1

EURk 2011 2010 2011 2010

Recognised in the income statement: 
Derivatives without hedge relationship 0 0 -189 -55

Recognised in equity:
Derivatives with hedge relationship -61 658 -238 -912

Assets Liabilities
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The following table shows the net gains or losses on financial instruments, which are recognised 
in the income statement (excluding derivative financial instruments, which are included in hedge 
accounting):  

EURk 2011 2010

Loans and Receivables (LaR) 9 -125

of which due to disposal 100 86

of which due to remeasurement 0 0

of which due to impairment/impairment reversal -116 -165

of which due to currency effects 25 -46

Financial Assets Held for Trading (FAHfT) 0 0

of which due to disposal 0 0

of which due to remeasurement 0 0

Financial Liabilities Measured at Amortised Cost (FLAC) 1,331 585

of which due to disposal 275 217

of which due to remeasurement 0 0

of which due to impairment/impairment reversal 0 0

of which due to currency effects 1,056 368

Financial Liabilities Held for Trading (FLHfT) 35 -55

of which due to disposal 224 17

of which due to remeasurement -189 -72
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25 | auditor’s fee

The auditor’s fee for the financial year under review which was recorded as an expense according 
to Section 314 (1) no. 9 of German Commercial Code (hGB), comprises the following: 

The auditor‘s fee that was expensed in the year under review included non-periodic charges of 
EURk 12 (p/y: EURk 16).

Further certification and valuation services were not utilised. 

EURk 2011 2010

Audit 154 157

Tax consultancy services 39 65

Other services 54 0

Total 247 222

aDDiTional infoRmaTion

23 | Research and development costs 

Research costs were not incurred. Of the customer-related development costs amounting to 
EURk 8,120 (p/y: EURk 7,175), EURk 1,128 (p/y: EURk 1,076) were capitalised as intangible assets. 

24 | Total remuneration of the management Board and the Supervisory Board 

In the 2011 financial year, the total remuneration (due in the short term) of the Management Board 
amounted to EURk 1,407 (p/y: EURk 1,313). This had included a performance-related component 
of EURk 665 (p/y: EURk 625). In fiscal year 2011, for the members of the Management Board,  
service costs for pension benefits in the amount of EURk 125 (p/y: EURk 201) were incurred. 

The total remuneration for the Supervisory Board for fiscal year 2011 amounted to EURk 176 (p/y: 
EURk 178).

The Corporate Governance report contains the compensation report along with the individual 
compensation details of the Management Board and Supervisory Board. The compensation re-
port is part of the management report. 

Pension payments to former members of the Management Board of PWO AG and their surviving 
dependents amounted to EURk 227 (p/y: EURk 222). As of the reporting date, the correspondent 
pension provisions amounted to EURk 1,989 (p/y: EURk 1,966).
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26 | Related party disclosures 

Related parties include the Group’s ultimate parent company as well as the members of the  
Management and Supervisory Boards. In the financial year under review, there were no transactions 
between the Group and the ultimate parent company. There were no relationships with related 
parties with regard to the supply of goods or the rendering of services. Please refer to the final 
declaration in the dependency report which is included in the Group management report. 

According to IAS 24, reportable compensation of related parties of the Group include the remu-
neration of the Management Board and the Supervisory Board. The Corporate Governance Report 
includes the remuneration report of the Management Board and the Supervisory Board on an 
individual basis. The compensation report is part of the Group management report.

27 | additional information on the statement of cash flows 

In the statement of cash flows, cash flows are presented on the basis of IAS 7. The amounts taken 
into consideration in the cash flow statement include cash and cash equivalents and bank bor-
rowings due on demand. The bank borrowings payable on demand, amounting to EURk 7,140 (p/y: 
EURk 2,985) have been included in the balance sheet as “current interest-bearing borrowings”.

28 | Segment reporting

In line with the Group’s internal management system, the individual production sites provide 
the basis for the segment reporting. The Group’s main decision-making body is defined as the 
Management Board of PWO AG. The segments are determined on the basis of the location of the 
Group’s assets. Accordingly, the revenues of these segments are also allocated according to the 
location of assets. The regions are categorised as Germany, Rest of Europe, NAFTA Area and 
Asia. The NAFTA Area is comprised of the locations in Canada and Mexico.

Earnings, assets, liabilities, depreciation and amortisation among the individual segments are 
eliminated in the column “consolidation effects”. This column also contains items that cannot be 
allocated to individual segments. Segment data is calculated in accordance with the accounting 
policies applied in the consolidated financial statement.

As at December 31, 2011 and December 31, 2010 no customers were identified with whom the 
Group had achieved 10 percent or more of the total revenues.
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 Segment information by locations

EURk Germany
Rest of 
Europe

nAFTA 
Area Asia

Consolidation 
effects Group

Total revenue 237,652 41,724 58,294 4,986 0 342,656

Inter-segment revenue -8,791 -1,727 -1,035 -23 0 -11,576

External revenue 228,861 39,997 57,259 4,963 0 331,080

Total output 236,217 39,066 58,925 6,033 -11,409 328,832

Other income 3,780 1,207 2,909 1,746 -2,729 6,913

Other expenses  (aggregated) 211,526 36,011 58,026 8,311 -13,957 299,917

Depreciation and amortisation 10,376 2,350 3,265 720 -44 16,667

Earnings before interest and taxes (EBiT) 18,095 1,912 543 -1,252 -137 19,161

Financial income 754 1 0 3 -747 11

Financial expenses 3,807 1,274 1,261 721 -771 6,292

Earnings before taxes (EBT) 15,042 639 -718 -1,970 -113 12,880

Income taxes 4,361 -523 55 3 -32 3,864

net income for the period 10,681 1,162 -773 -1,973 -81 9,016

Assets 124,998 40,655 57,192 23,950 -6,060 240,735

of which non-current assets 56,457 23,376 29,757 17,108 -271 126,427

liabilities 24,614 6,518 17,187 22,479 95,153 165,951

Investments 18,278 1,356 5,163 3,331 -154 27,974

FinAnCiAL yEAR 2011
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Segment information by locations

The segment assets and segment liabilities correspond to the values from the balance sheets of 
the single Group companies. Significant non-cash items reported concern an allocation to other 
provisions of EURk 1,264 (p/y: EURk 1,191) and to pension provisions of EURk 931 (EURk 887) in the 
Germany segment.

The following table shows the breakdown of external revenues into the three strategic product  
areas. The product areas are discussed in the Group management report and can be found in the 
„Company Profile“ section. 

Segment information by product area 

FinAnCiAL yEAR 2010

EURk Germany
Rest of

 Europe
nAFTA 

Area Asia
Consolidation 

effects Group

Total revenue 203,131 28,158 39,958 4,643 0 275,890

Inter-segment revenue -6,613 -2,527 -2,555 0 0 -11,695

External revenue 196,518 25,631 37,403 4,643 0 264,195

Total output 205,552 30,646 40,592 4,813 -10,889 270,714

Other income 3,775 261 1,862 827 -1,777 4,948

Other expenses  (aggregated) 180,406 27,424 41,179 6,308 -12,705 242,612

Depreciation and amortisation 11,000 2,093 3,265 671 14 17,043

Earnings before interest and taxes (EBiT) 17,921 1,390 -1,990 -1,339 25 16,007

Financial income 673 1 1 2 -562 115

Financial expenses 3,875 1,367 1,092 547 -562 6,319

Earnings before taxes (EBT) 14,719 24 -3,081 -1,884 25 9,803

Income taxes 4,400 -774 -264 0 -18 3,344

net income for the period 10,319 798 -2,817 -1,884 43 6,459

Assets 120,101 44,644 45,416 19,916 -6,618 223,459

of which non-current assets 48,606 24,644 27,641 13,540 -200 114,231

liabilities 21,217 8,159 12,966 16,570 95,576 154,488

Investments 9,068 2,522 7,385 450 -158 19,267

REVEnUE

EURk 2011 2010

Mechanical components for electric and electronic applications 92,219 93,299

Safety components for airbags, seats and steering 108,179 90,496

Structural components and subsystems for vehicle bodies and running gear 130,682 80,400

Total 331,080 264,195

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp
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29 | Discretionary Judgement, Estimates and assumptions

The Group performs impairments tests for goodwill at least once a year. This requires making esti-
mates with regard to the value in use of cash-generating units to which goodwill is allocated. For the 
purpose of estimating value in use, the Group is required to determine, on the basis of estimates, the 
projected future cash flows associated with the relevant cash-generating unit, as well as to select an 
appropriate discount rate in order to determine the present value of the aforementioned cash flows. 
At December 31, 2011, the carrying amount of goodwill was EURk 5,478 (p/y: EURk 5,471). The sen-
sitivity analysis will be referenced in Note 3 of the section on „intangible assets“.

Deferred tax assets are recognised for all unutilised tax-loss carryforwards and tax credits, to the 
extent that, based on tax planning, it is probable that future taxable profit will be available against 
which the unused tax losses and tax credits can actually be utilised. As at December 31, 2011, de-
ferred tax assets relating to as yet unutilised tax loss carryforwards in an amount of EURk 2,158 (p/y: 
EURk 2,504) and deferred tax assets relating to tax credits in an amount of EURk 1,527 (p/y: EURk 
821) had been formed. Of the tax-loss carryforwards, EURk 422 was attributable to PWO Canada Inc. 
(p/y: EURk 513), EURk 1,092 to PWO UNITOOlS CZ a.s. (p/y: EURk 1,053), and EURk 644 to PWO de 
México S.A. de C.V. (p/y: EURk 938). Tax credits mainly concern PWO UNITOOlS CZ a.s. 

It is assumed that the deferred tax assets will retain their value due to the planned business develop-
ment for the subsequent years. Determining the amount of deferred tax assets requires significant 
judgment with regard to timing and amount of future taxable profit as well as the future tax planning 
strategies. As at December 31, 2011, the recognised value of tax-loss carryforwards was EURk 8,769 
(p/y: EURk 10,176), translated into euro at the exchange rate on the balance sheet date. The unreco-
gnised tax-loss carryforwards which may be utilised for a limited period of time was EURk 14,273 
(p/y: EURk 3,761). Further details are provided in Note 12. 

The expiry of the unrecognised tax-loss carryforwards which may be utilised for a limited period of 
time is presented below:

For the first time, this table contains time-limited tax-loss carryforwards of PWO high-Tech Metal 
Components (Suzhou) Co., ltd., China in the amount of EURk 8,680. In fiscal year 2011, the tax 
losses amounted to EURk 2,971. In previous years, tax losses that were not reported due the 
uncertainty of the information provided by the Chinese tax authorities. Following official confir-
mation, they are now reported in the fiscal year under review and amounted to EURk 5,709.

Expense relating to defined-benefit pension plans is determined on the basis of actuarial 
methods. Actuarial valuation is conducted on the basis of assumptions in respect of discount 
rates, the expected rate of return on plan assets, future rates of salary increase, mortality, and 
future pension increases. Due to the long-term nature of these plans, such estimates are sub-
ject to significant uncertainty.

EURk 31/12/2011 31/12/2010

Within a period of 1 year 0 0

Within a period of 2 years 0 0

Within a period of 3 years 3,013 0

Within a period of 4 years 2,696 0

Within a period of 5 years 2,971 0

Subsequent years 5,593 3,761

Total 14,273 3,761
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Development costs are capitalised in accordance with the accounting policy described. The ini-
tial capitalisation of costs is based on the Group’s assessment that the technical and economic 
feasibility has been established. For the purposes of determining the amounts to be capitalised, 
the Group makes assumptions as to the project’s future cash flows, the applicable discount rates 
and the period over which the expected future benefit will accrue. The carrying amount of capi-
talised development costs as at December 31, 2011 was EURk 3,350 (p/y: EURk 2,657). This 
amount mainly consists of investments in the development of a module carrier. For this project, 
a series order was placed in 2008.

30 | group Relationships

The consolidated financial statements are included in the consolidated financial statements of 
Consult Invest Beteiligungsberatungs-Gmbh, Boeblingen, as the premier group parent company, 
which are published in the Bundesanzeiger (Federal Gazette) in electronic form.

31 | Corporate governance

The Declaration of Conformity issued by the Management and Supervisory Boards in December 
2011 in connection with the German Corporate Governance Code, is permanently available to 
shareholders via the Company’s website.

32 | Events subsequent to the end of the financial year

No events of significant importance have been recorded since the end of the financial year.

Oberkirch, March 9, 2012

The Management Board

Karl M. Schmidhuber   Bernd Bartmann      Dr. Winfried Blümel
(Vorsitzender)

ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp



ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp 123noTES To ThE ConSoliDaTED finanCial STaTEmEnTS



124 ConSoliDaTED finanCial STaTEmEnTS foR ThE pWo gRoUp

The following audit certificate was awarded by Ernst & Young Gmbh for the consolidated financial 
statements and consolidated management report which was amalgamated with the company 
management report: 

“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 notes as well as 
the consolidated management report amalgamated with the company management report for the 
financial year from January 1 to December 31, 2011. It is the responsibility of the legal representa-
tives of the Company to prepare the consolidated financial statements and consolidated manage-
ment report in accordance with International Financial Reporting Standards as applicable in the EU 
and with the supplementary provisions of German commercial law applicable pursuant to Section 
315a, (1) of the German Commercial Code (hGB). Our task is to deliver a judgment on the consoli-
dated financial statements and consolidated management report on the basis of the audit we have 
undertaken.

We have conducted our audit of the consolidated financial statements in accordance with Section 
317 of the German Commercial Code (hGB) in consideration of the German auditing standards 
defined by the Institut der Wirtschaftsprüfer (IDW). These require the audit to be planned and con-
ducted in such a manner as to detect, with adequate certainty, any inaccuracies or infringements 
which may have a significant impact on the impression of the assets, financial and earnings situ-
ation, as conveyed by the consolidated financial statements in consideration of the applicable 
accounting standards, and by the consolidated management report. In determining the actions to 
be taken as part of the auditing procedure, consideration was given to the knowledge of the busi-
ness activities of the Group and its economic and legal environment, as well as to the possible 
errors likely to be encountered. In the course of the audit, the effectiveness of the internal account-
ing control system and proof of the information contained in the consolidated financial statements 
and consolidated management report, were assessed on the basis of random samples. The audit 
encompasses an appraisal of the annual financial statements of the companies integrated into the 
consolidated accounts, the demarcation of the group of consolidated companies, the accounting 
and consolidation principles applied, and the principal assessments made by the officers legally 
entitled to represent the Company, as well as an evaluation of the overall presentation of the con-
solidated financial statements and consolidated management report. We are of the opinion that 
our audit forms an adequately secure foundation on which to base our judgment.

Our audit has caused us to raise no objections.

In our judgment based on the findings of our audit, the consolidated financial statements comply with 
International Financial Reporting Standards as applicable in the EU and with the supplementary pro-
visions of German commercial law applicable pursuant to Section 315a, (1) of the German Commer-
cial Code (hGB) and in consideration of these standards convey an image of the assets, financial and 
earnings position of the Group which concurs with the true circumstances. The consolidated man-
agement report is consistent with the consolidated financial statements and overall presents an 
accurate image of the position of the Group and the opportunities and risks of future development.”

Freiburg i. Br., March 12, 2012

Ernst & Young Gmbh
Wirtschaftsprüfungsgesellschaft

Nietzer    Ruby
Auditor    Auditor
 

AUDIT OPINION

aUDiT opinion
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„We hereby confirm to the best of our knowledge, and in accordance with the applicable reporting 
principles, that the consolidated financial statements give a true and fair view of the assets, lia-
bilities, financial position and results of operations of the Group, and furthermore that the consoli-
dated management report includes a fair review of the development of the business including the 
results and the position of the Group, together with a description of the principal opportunities and 
risks associated with the expected development of the Group.“ 

Oberkirch, March 9, 2012

The Management Board

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

RESPONSIBIlITY STATEMENT
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In order to provide the necessary information and meet the needs of a network of different cul-
tures, we have standardised the IT infrastructure of all of our sites, extensively. The sharing of 
resources and systems using modern IT-based knowledge management tools provides the highest 
efficiency and ensures the company-wide communication of our employees around the globe and 
around the clock. 

Even in external dialogue, the smooth flow of information is a prerequisite for the often cited short 
distances. At PWO this principle is lived out through our extensive communication with custom-
ers and suppliers.

pWo stands for the principle of communication.

WE lIVE IN AN INFORMATION AGE.
infoRmaTion STRUCTURES

HiGH TECHnOLOGy AT THE 
TOPMOST LEVEL.
Modern chassis are increasingly equipped with 
air suspension systems in order to improve riding 
comfort and safety. Accumulators are essential 
for their comfort and reliable performance. PWO’s 
aluminium accumulators can withstand many 
years of alternating stresses and through the 
minimal wall thickness, they offer significant 
weight savings over the standard accumulators.
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We are located where our customers are located. Not only because it makes economic sense and 
is expected by our customers, but we are set up internationally because it also saves resources, 
connects people and cultures, and protects the environment. 

We support our customers globally with our international production facilities and network of 
development, procurement, and production. The integration into the customer’s manufacturing 
processes is a part of our value chain that we continually optimise. 

This is how we guarantee our global customers high deliverability, even in cases involving high 
volumes. Since cost reduction is becoming increasingly more important, we systematically select 
our suppliers accordingly. This allows us to reduce both manufacturing and delivery costs. At the 
same time we ensure an efficient use of raw materials and energy - in production as well as dis-
posal. In the context of growing international competition, this is how we can always ensure the 
best solutions.

pWo stands for global responsibility.

WE CONNECT DEVElOPMENT, 
PROCUREMENT, PRODUCTION, 
AND lOGISTICS - GlOBAllY.

nETWoRk STRUCTURES

in A CLASS By iTSELF: THE COMPO-
nEnTS OF THE LUxURy CLASS.
To improve riding comfort and safety, today’s vehi-
cles are increasingly fitted with air suspension 
systems. Dynamic high-performance structures 
made of steel or aluminium are essential for their 
robust features.
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SUpERviSoRy BoaRD 

Dieter Maier, Stuttgart
Chairman of the Supervisory Board
Former member of the Executive Board of Baden-Württembergische Bank AG, Stuttgart

 FURTHER MAnDATES

 Düker Gmbh & Co. KGaA, Karlstadt | Member of the Supervisory Board 
 leitz Gmbh & Co. KG, Oberkochen | Chairman of the Advisory Board

Dr. jur. Klaus-Georg Hengstberger, Böblingen
Deputy Chairman of the Supervisory Board
Managing Director of Consult Invest Beteiligungsberatungs-Gmbh, Böblingen

 FURTHER MAnDATES

 Düker Gmbh & Co. KGaA, Karlstadt | Chairman of the Supervisory Board 

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

Ulrich Ruetz, ludwigsburg
Former Chairman of the Management Board of BERU AG, ludwigsburg

 FURTHER MAnDATES

 Düker Gmbh & Co. KGaA, Karlstadt | Deputy Chairman of the Supervisory Board
 Sumida Corporation, Tokyo, Japan | Member of the Board
 Wüstenrot holding AG, ludwigsburg | Member of the Supervisory Board
 Wüstenrot & Württembergische AG, Stuttgart | Member of the Supervisory Board

Katja Ullrich (née Hertwig), Durbach*
Commercial training officer and Member of the Works Council of PWO AG

Dr. Gerhard Wirth, Stuttgart 
Attorney-at-law, partner in the law firm Gleiss lutz

 FURTHER MAnDATES

 Karl Danzer Gmbh & Co. KG, Reutlingen | Chairman of the Advisory Board
 Düker Gmbh & Co. KGaA, Karlstadt | Member of the Supervisory Board
 Wolff & Müller holding Gmbh & Co. KG, Stuttgart | Member of the Advisory Board

* Employee representatives 

GOVERNING BODIES 
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managEmEnT BoaRD

Dipl.-ing. Karl M. Schmidhuber, Alzenau
Chairman
Market and Technology

 FURTHER MAnDATES

 PWO Canada Inc., Kitchener, Ontario, Canada | Director
 PWO holding Co., ltd., hong Kong, China | Director
 PWO high-Tech Metal Components (Suzhou) Co., ltd., Suzhou, China | Chairman of the Board of Directors
 PWO high-Tech Tool Trading (Suzhou) Co., ltd., Suzhou, China | Chairman of the Board of Directors
 PWO de México S.A. de C.V., Puebla, Mexico | Chairman of the Board of Directors

Bernd Bartmann, Offenburg
Administration and Finance

 FURTHER MAnDATES

 PWO holding Co., ltd., hong Kong, China | Director
 PWO high-Tech Metal Components (Suzhou) Co., ltd., Suzhou, China | Director
 PWO high-Tech Tool Trading (Suzhou) Co., ltd., Suzhou, China | Director
 PWO UNITOOlS CZ a.s., Valašské Meziř íčí, Czech Republic | Member of the Supervisory Board
 Sparkasse Offenburg/Ortenau, Offenburg | Member of the Advisory Board

Dr.-ing. Winfried Blümel, Oberkirch
Production and Materials

 FURTHER MAnDATES

 PWO de México S.A. de C.V., Puebla, Mexico | Member of the Board of Directors
 PWO UNITOOlS CZ a.s., Valašské Meziř íčí, Czech Republic | Chairman of the Supervisory Board

govERning BoDiES 
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It is proposed to the Annual General Meeting that the unappropriated retained earnings of PWO 
AG to December 31, 2011 in the amount of EUR 5,240,433.65 be appropriated as follows: 

The proposal for the appropriation of the unappropriated retained earnings does not take treasury 
shares into account. Should the Company hold shares in treasury at the time a resolution on the 
appropriation of the unappropriated retained earnings is adopted by the Annual General Meeting, 
the sum to be distributed shall be reduced by the proportion of the dividend accruing to the treasury 
shares. The sum carried forward to new account shall increase by the same amount.

Oberkirch, March 9, 2012

The Management Board

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

PROPOSAl FOR ThE 
APPROPRIATION OF PROFITS

Payment of a dividend of EUR 1.40 
per dividend-bearing share EUR 3,500,000.00

Allocation to other retained earnings EUR 1,700,000.00

Carried forward to new account EUR 40,433.65

Progress-Werk Oberkirch AG
Industriestraße 8 | 77704 Oberkirch
P.O. Box 13 44 | 77697 Oberkirch
Germany
Telephone: +49 (0) 7802 / 84-0
Fax: +49 (0) 7802 / 84-356
info@progress-werk.de
www.progress-werk.de 

fURThER infoRmaTion
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MAY 24, 2012 Annual General Meeting 2012
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MARCh 14, 2013 Analysts‘ Conference
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