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Basic Economic Conditions

The first positive economic signals after the
summer break 2009 were still observed with
great caution because — in view of the crisis
which had just been weathered — it was rather
uncertain whether these were pure inventory
cycle effects. Fortunately, world economy re-
covery continued in the year under review and
led to a broad and robust economic upturn.

In the Euro region, growth was supported
above all by the German industry which had
achieved distinct structural improvements in
the years before. Especially pleasing was the
fact that — due to the relatively stable situation
of the labor market — private consumption also
recovered rapidly and supported the domestic
economic activity. The debt crisis of Ireland,
Greece and Portugal could not damage this
positive recovery process but has raised the
question of the Euro’s future though.

The economic upturn gave impetus to demand,
thus leading to growth in most sectors in which
the Diehl Group is engaged. Especially the
international automotive industry developed
very favorably — despite initial misgivings that
the scrapping bonus introduced to dampen the
crisis would merely lead to pull-forward effects.
Strong impulses were also set by the electrical
industry so that our metal business, for which
these two branches are of major importance,
grew particularly strongly in FY 2010. Owing to
the strong demand especially in the Asian mar-
kets, the rise in Diehl Controls‘ business with
the household appliance industry was unusually
high. Demand for inverters for photovoltaic so-
lar power systems was particularly strong. Avi-
ation was hardly affected by the crisis but still
experienced a basically positive development,
which also applies to the metering sector.

Sales — € million -

2,127 2,217 2,129 2,205 2,725
2006 2007 2008 2009 2010

Due to a number of programs implemented,
our defence business, which is basically subject
to other than economic determinants, grew
again in the reporting period. However, notable
setbacks are to be expected in the years to
come in the wake of the forthcoming con-
solidation of public budgets, both nationally
and internationally. In addition, decisions on
important procurement projects have been
postponed in Germany in connection with the
Bundeswehr*s structural reform. In the course
of the year under review, the upcoming decline
in sales already made itself felt through a drop
in orders received.

Sales by Corporate Divisions — € million -

Metall 850 (531)

Controls 368 (276)

Defence 726 (693)

Aerosystems 542 (514)

Metering 225 (177)
Other 14 (14)

(previous year)



Business Development of the Diehl Group

In fiscal year 2010, corporate sales of € 2,725.1
million were generated, hence € 519.9 million
or 23.6% more than in the year before. Some
extensions of the consolidated entity have
contributed to this result, but even without
these extensions, there still remains an organic
growth of € 433.5 million (just under 20%)
though. The largest growth was recorded

by the Metall Corporate Division, which had,
however, previously been particularly affected
by the economic and financial crisis. The
further rise in metal prices also contributed to
the increase in sales. Strong growth was also
recorded by the Controls and Metering corpo-
rate divisions. The Aerosystems and Defence
divisions also saw growth, which was res-
trained however. Whereas corporate sales were
stabilized above all by the Defence Division
during the crisis, the commercial business fields
now again assumed the role of growth drivers.
Our broadly diversified product range as a
community of opportunities and risks proved
its value once again.

Compared with the previous year, the number
of employees increased by 1,357 individuals to
13,569 by December 31, 2010. On balance, this
increase is for the major part — 898 emplo-
yees — accounted for by the consolidated entity
extensions whereas the residual 459 employees
are due to growth at our other sites, above all
at Diehl Controls.

In 2010, the net operating income amounted
to € 144.9 million (2009: € 57.9 million). This
distinct increase over the prior year was due to
business recovery on a broad front as well as
our cost-saving and restructuring programs.

Employees
10,444 11,242 11,389 12,212 13,569
2006 2007 2008 2009 2010

Employees by Corporate Divisions

Metall 2,440 (2,461)

18.0%

Controls 2,718 (2,310) 20.0%

Defence 3,097 (3,049)

Aerosystems
2,978 (2,493)

Metering 1,840 (1,439)
Other 496 (460)

(previous year)
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Special Aspects of the Financial Situation
and Risk Management

Special risks accrue to the Diehl Group from
the fluctuations of the metal prices and the
development of foreign currencies, primarily
the US dollar. The metal price risk is especial-

ly accommodated by hedging in the form of
futures contracts for the primary metals copper
and zinc at the LME (London Metal Exchange).
To avert any exchange-rate risks, the commo-
dity flows on which the dollar flows are based
are structured and calculated so that incoming
and outgoing dollar payments largely offset
each other, leaving only the excess amounts

to be hedged. This is ensured by the Central
Finance Department of Diehl Stiftung & Co. KG
based on a defined strategy in line with market
conditions, using derivative financial instru-
ments such as forward exchange transactions
and currency swaps.

In FY 2010, cash holdings rose distinctly by
€ 122.0 million to € 471.6 million. Roughly

speaking, this increase can be attributed to
a higher cash flow from operating business,
which, in turn, resulted from higher income
inflows.

Advance Investments

In view of the dramatic crisis, we had post-
poned some investment projects in 2009 to
preserve our liquidity, which were implemen-
ted in the year under review. Thus, the 2010
corporate investment volume of € 79.5 million
(addition to property, plant, equipment and
intangible assets) reached a five-year high.
Substantial additions to fixed assets were
recorded in all corporate divisions: there was
a variety of individual measures in the metal
business field within the context of the ratio-

Investments - € million -

70.3 69.8 70.6 66.5 79.5

2006 2007 2008 2009 2010

nalization projects at Diehl Metall Messing and
Sundwiger Messingwerk as well as extensions
and consolidations in steel-synchronizer ring
production. Controls again mainly invested in
massive expansion of its production capacities
in SMD assembly. Defence invested, among
other things, at Uberlingen in construction of
a new production building for the IRIS-T SL
development project. Furthermore, retrofit of
the entire sites air conditioning system was
continued to schedule. The Aerosystems Divi-
sion was again dominated by project-specific
investments, focusing on the A350 large-scale
project. In addition, licenses were acquired in
connection with acquisition of DASELL. Diehl
Metering again concentrated on the expansion
of radio-assisted consumption measurement
because only smart meters can satisfy modern
requirements, such as making the mains grid
itself smart (,,smart grid*).

In 2010, R&D expenses, at € 251.5 million
(previous year: € 240.7 million) continued to
rise, focusing on the Aerosystems and Defence
divisions. The rise over the previous year was
mainly attributable to aviation, above all the
Airbus A350 development program.



Corporate Legal Changes

The reporting period again saw some impor-
tant corporate legal changes:

In the Controls division, Matrix Power Systems
GmbH was merged with Diehl AKO Stiftung &
Co. KG at the beginning of 2010 after AKO had
acquired the remaining 50% of the company
shares in the year before so that AKO has unre-
stricted access to sales activities in the inverter
business.

Hydrometer GmbH acquired EVB Energie

AG, Velbert, also with effect from January 1,
2010, thus making an important step toward
becoming a system provider for smart-metering
solutions.

EVB is a market leader in the energy service
business and was immediately merged with
Diehl Energy Solutions where our smart mete-

ring activities had been concentrated until then.

The new company is operated under the name
of EVB Energy Solutions GmbH. With effect
from June 1, 2010, the Hydrometer Group ma-
naged as operating affiliated company got the
status of a corporate division (Diehl Metering)
owing to its favorable development in the past
few years.

In the Metall Corporate Division, Diehl Metal
Applications GmbH (DMA) newly founded in
2009 acquired Zehdenick Innovative Metall-
und Kunststofftechnik GmbH (ZIMK) with
effect from September 30, 2010. The company
specializes in high-quality metal and plastic
precision parts. Its stamped parts and hybrid
solutions are used above all in the automotive,
electronics and communication fields. Through
acquisition of ZIMK, DMA has created a fully
integrated value chain comprising strip manuf-
acture, plating, stamping and metal forming as
well as plastic overmoulding.

R&D Expense - € million -

156.0 157.5 179.8 240.7 251.5

2006 2007 2008 2009 2010

The Aerosystems Division acquired DASELL
Cabin Interior GmbH from Airbus. DASELL is a
manufacturer of aircraft lavatories, strengthe-
ning our competence as supplier of complete
aircraft cabin systems.

In the current fiscal year, the Defence Divi-
sion will establish a new subsidiary merging

its vehicle business operated until now in the
companies Industriewerke Saar GmbH and
Diehl Remscheid GmbH & Co. KG. This is to
strengthen its market position, above all in
export business, through a concentration of its
capabilities.

The business development overview provided
above is hereinafter given in detail for the indi-
vidual corporate divisions:

11



Sales - € million -
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531

2009

2,461

2009

850

2010

2,440

2010
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Corporate Division Metall

After the unprecedentedly dramatic drop in de-
mand at the Metall Corporate Division starting
in autumn 2008, the recovery that had already
begun in the 4th quarter of 2009 continued

in 2010, leading to strong sales growth. Thus,
capacity utilization and the income situation
improved distinctly at all sites, without reaching
the pre-crisis levels everywhere though. The
rise in copper prices also contributed to the
growth, accounting for a nominal increase of
approx. €130 million. However, even without
this effect, there was a strong growth of 36%.
The unexpectedly high increases in quantities
could be managed above all due to the fact
that the necessary capacity adjustments were
achieved by using the instruments of flexible
working hours and especially short-time work
so that there were only few job cuts.

In 2010, integration of important companies
(engaged in the previous rolled products as
well as plating and metal-forming technology
business areas) under the roof of Diehl Metal
Applications GmbH (DMA) already founded in
the year before was of special significance. This
company integrates Sundwiger Messingwerk
with its strip cutting center in Shenzhen (Chi-
na), OTB Oberflachentechnik in Berlin, the two
French companies Diehl Augé Découpage and
Diehl Power Electronic as well as Zehdenick In-
novative Metall- und Kunststofftechnik GmbH
(ZIMK) recently acquired from the Diehl family‘s
privately owned companies, so they now have

a joint market presence. In the first year of ope-
rations, DMA already achieved notable growth
in sales. Together with the newly acquired
ZIMK, comprehensive capabilities on all pro-
duction stages of metallurgy, rolling, stamping,
plating and overmoulding are available now to
provide solutions to our customers‘ problems
from a single source. The other rolling activities
not integrated in DMA — The Miller Compa-

ny in the US and Griset in France as well as
multi-gage strip production in Malaysia — also
participated in the worldwide positive market
development, with economic activity in the US
cooling down in the 4th quarter though. The
downturn in demand was in part due to the
heavily increased metal prices.

The ,,rods and tubes* segment operated by
the Diehl Metall Messing business unit at

the traditional R6thenbach location recorded
strong sales growth, about half of which was,
however, accounted for by the rise in metal
prices. In the reporting period, Diehl Metall
Messing likewise gained market shares because
a competitor dropped out. In Great Britain,

the market position could also be expanded.
Quantitative growth was supported by the
rising demand in the automotive, mechanical
engineering and sanitary fields. In the 4th
quarter, sanitary customers* requirements plan-
ning, however, became increasingly cautious
so that they reduced their inventories owing to
higher copper prices. The strategy of intensive
further development and marketing of high-
quality alloys — ,,Cuphin* and ,,Aqcuarin‘ for
drinking-water applications and ,,TEC pure*
for mechanical engineering — took effect in the
year under review. The alloys received great
attention at the specialized fairs.



The ,,Schmiedetechnik* (forgings) segment
supplying synchronizer rings to the internatio-
nal automotive industry is based on an interna-
tional manufacturing network with locations at
Réthenbach (Germany), Sdo Paulo (Brazil) and
Wouxi (China). Strong sales growth was achie-
ved although the number of newly registered
vehicles decreased in Europe as a result of the
end of the government aids granted during the
crisis (so-called scrapping bonuses). This was
especially accounted for by the large number of
exports of the European automotive industry
in conjunction with additional impulses from
series start-ups for new steel synchronizer ring
programs. Gratifying increases were also achie-
ved in the Chinese market and South America.

2010 investments in the Metall Corporate
Division concentrated on automation of further
process steps within a rationalization project

at Diehl Metall Messing, on capacity expansion
measures in steel synchronizer ring production
at Diehl Metall Schmiedetechnik as well as on
important modernization and rationalization
measures at the DMA locations.

From a current point of view, we expect

the market recovery to continue, however,

with clearly less dynamic force than in 2010.
Continued recovery requires that the current
trouble spots in Japan and Northern Africa

will present no serious obstacles to global
economic growth. Another risk lies in the
further price development of our basic metals,
especially copper. As copper price development
is increasingly influenced by speculation rather
than development of industrial demand, big
jumps in prices are expected to occur also in
the future, with the risk of substitution effects.
Nevertheless, it is true that — due to its specific
characteristics — the age-old material copper

is indispensable for products which take into
account the mega trends health care, com-
munication, renewable energies and mobility.
Copper also serves as central example of sustai-
nable material with its 100% recyclability.

Emission-free electric cars contribute to reducing the
pollution burden of our cities. Of special importance
is an electric car’s enerqgy storage device on which
both performance and range depend. Diehl Metall
has developed new types of hybrid metal intercon-
nectors for battery packs, which ensure a reliable
connection of the battery cells through an innovative
joining method.

13
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Corporate Division Controls

In FY 2010, Diehl Controls achieved an
unusually strong increase in sales, fortunately
not only in the very rapidly developing field of
photovoltaics but also in the traditional
household appliances business. Economic
recovery in the ,,white goods* business had
already started in the second half of 2009 and
continued without interruption throughout
2010. Demand in the Asian market had risen
especially strongly due above all to the
government-launched economic stimulus
packages for rural regions. Household appli-
ances business in the U.S., too, developed
favorably, which was driven by both the global
economic development and the technological
change from electromechanical to fully
electronic controls. As expected, sales develop-
ment in the European markets continued to be
moderate.

Our production capacities were expanded in
view of the distinct rise in quantities ordered.
This is reflected by the rise in capital spending
and by the increase in staff at Diehl Controls
Mexico, at Diehl AKO Wangen in the fields of
inverter production as well as at Diehl Controls
Polska.

With series start-ups for new appliance
platforms, the Appliance Europe business unit
with its companies Diehl AKO, Diehl Controls
Polska and Diehl Controls Italia succeeded in
further expanding its market position in Europe
and securing the entire corporate division’‘s
position as worldwide market leader for
electronic household appliance controls.

In the year under review, the Appliance Asia
business unit (Diehl Controls Nanjing) recorded
a particularly strong increase in sales due to the
strong domestic demand in China. Further
series start-ups with local OEM suppliers
contributed to the business success.

Business in the U.S. is operated by the Appli-
ance Nafta business unit with its companies
Diehl Controls North America and Diehl
Controls Mexico. After the breakdown of the
U.S. real estate market, which triggered the
global economic and financial crisis, a notable
economic recovery only began in the course of
the reporting period and thus relatively late.
The increases achieved are attributable to
market growth but also to the impulses set by
premature high-volume platform series
start-ups for important large customers.

The volume of inverter business operated by
the ,,Photovoltaics* business unit almost tripled
in 2010. This extraordinary growth was largely
due to the brought forward investment
decisions made after politicians had announced
premature subsidy cuts. Unexpected material
supply bottlenecks prevented an even higher
sales growth. As a result of the rapid growth,
awareness of the top-segment Platinum brand
rose strongly.

Development of household appliances focused
on customized applications for stoves, washing
machines, driers, dishwashers and refrigerators.
In the new Decentralized Energy Management
System (DEMS) business field, a ,,Smart Home
System* was developed in a development
cooperation and initial test installations were
presented successfully. The system helps saving
energy in houses and apartments while
increasing comfort and safety. It connects, for
instance, smart meters with household
appliances and solar power systems. The
system is of modular design so that its range of
application can be extended step by step. In
the photovoltaics business area, development
centered on a fully digital version of the
(transformerless) TLD inverter, allowing flexible
adaptation to the constantly changing statutory
requirements and standards regarding the
gadget behavior in the grid. The TLD inverter
will go into full-scale production in the first half
of the current fiscal year.



The positive development of the household
appliances business whose focal point still is in
Asia and America continued in the first months
of 2011 whereas business in Europe remained
restrained. Inverter business started very
hesitantly, on the one hand due to the pull-
forward effects mentioned, on the other hand
because politicians had announced further
subsidy cuts for mid-2011 without communica-
ting the extent of these cuts. Yield-oriented
investors therefore wait until there is clarity.
Furthermore, business development forecasts
for the current year must make allowance for
the fact that electronic component supply still
is scarce and delivery times will continue to
extend distinctly. It must also be taken into
account that BSH has announced to shut down
a washing machine production line in the U.S.
All things considered, we expect further sales
growth in 2011 in the household appliance and
inverter businesses despite these drawbacks.

About 120 liters of drinking water is the average per-
capita consumption per day in Germany. The major
part of it is not, however, consumed but used as hot
water in households. Controls made by Diehl Con-
trols ensure that modern washing machines achieve

very high efficiency levels with very little water.
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Corporate Division Defence

Due to the programs implemented, the Diehl
Defence Corporate Division again achieved
sales growth in the year under review. This
was, however, in contrast to the future
prospects. Whereas the general economic
development was characterized by a market
recovery in 2010, public budgets in the
industrialized countries urgently need to be
consolidated after public debts had risen
drastically as a result of the economic stimulus
packages initiated by the governments to
overcome the economic and financial crisis. In
Germany, the expected need to save money in
the years to come caused the Government to
initiate a distinct reduction and realignment of
the Bundeswehr. Postponed program and
procurement decisions have already led to a
decline in orders received.

The sales growth recorded in 2010 is attributa-
ble to the fuze business of Junghans Microtec
GmbH and its French subsidiary Junghans T2M.
Demand from our major customers — the U.S.,
Great Britain, France and Germany — was
decisive for the successful business develop-
ment.

In FY 2010, the missile system house Diehl BGT
Defence was dominated by IRIS-T air-to-air
missile deliveries to the six consortium partners
as well as Saudi Arabia. Development of the
IRIS-T SL (surface launched) surface-to-air
missile, the transatlantic RAM ship self-defence
missile system procurement program and
successful completion of the SMArt 155-Pay-
load development project for the guided
artillery rocket GMRLS (Guided Multiple Launch
Rocket System) contributed to business
stabilization. An IRIS-T SL live firing demonstra-
tion, employment of an active protection
system on the DINGO 2 vehicle, successful
firing of a guided mortar ammunition as well as
delivery of the first counter-IED (Improvised
Explosive Device) system for convoy protection
paved the way for the company's strategic

orientation. Signing of an initial agreement on
establishment of a Franco-German DIRCM
(Direct Infrared Counter Measure) company
was also of strategic importance, providing the
foundation for development of a modern
protection system for aviation. It is planned to
be used for the first time on the new military
A400M transport aircraft. The first Mells/Spike
missiles were delivered to the Bundeswehr after
successful commissioning of a new production
line for infantry missiles. Together with various
medium-caliber ammunitions, they provide the
basis for further series orders in the years to
come. The production capacities at Uberlingen
were again expanded through erection of a
new building complex for system integration of
missiles and launchers.

With its infrared detectors and Stirling coolers
for seeker heads and thermal imagers, AIM
Infrarot-Module GmbH again maintained its
top position in the global market. In order to
secure its international competitive position,
AIM further expanded its research and
development activities financed by own funds.
Good market prospects are seen above all in
the field of intelligent equipment solutions for
reconnaissance and information gathering.



In the vehicle systems business unit, Industrie-
werke Saar business unit — specializing in the
maintenance, repair and modernization of
wheeled and tracked vehicles — succeeded in
further stabilizing its business operations. Of
special importance was the worldwide unique
modification of an armored infantry combat
vehicle from Russian production which was
completed successfully in 2010. A first series
order is expected to be placed by the export
customer in 2011. Diehl Remscheid GmbH &
Co. KG concerned with tracks and suspension
systems also succeeded in maintaining its
worldwide strong market position. Its leading
position in the field of light-weight tracks was
underlined by signing of the series contract for
delivery of the light-weight tracks for the new
Puma armored infantry combat vehicle.

In the current fiscal year, the two companies
were merged to form a single company. The
new company will continue the business
activities and, in addition, deal with the

Ice flowers grow on any surface into wonderful
formations. Complex semiconductor layers do this
with the necessary perfection only on a special sub-
strate whose atomic lattice goes exactly with theirs.
AIM Infrarot-Module GmbH, however, succeeded

in growing perfect crystalline layers for detector
chips in ultra-high vacuum by means of the so-called
molecular-beam epitaxy without the need for a

special substrate.

modification and upgrading of military vehicles.
The merger is meant to strengthen our market
position by concentrating our capabilities and
making better use of competitive advantages in
export business.

The tight budget situation in many customer
countries will reduce the leeway for military
procurements. Nevertheless, the national
armed forces are in great need of moderniza-
tion, which is of particular significance in view
of the Bundeswehr‘s missions to resolve
international conflicts. In the years to come, the
Defence Corporate Division will have to focus
on preserving its market shares and highly
qualified jobs. The cultivation of accessible
export markets will remain indispensable for
retaining our capabilities and a minimum level
of industrial capacity utilization, while an
increasingly cut-throat international competiti-
on is to be reckoned with. The Defence
Corporate Division already expects a slight
decline in sales for 2011.
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Corporate Division Aerosystems

The sales increase over the previous year is
accounted for by the initial consolidation of
DASELL Cabin Interior GmbH. The former

joint venture of Airbus and PAIG develops and
manufactures lavatories for aircraft cabins, thus
complementing the corporate division‘s portfo-
lio without any overlapping. Without this new
acquisition, sales would have stayed slightly
below the 2009 figure, due to a postponement
in the A380 Airbus program. Otherwise, gene-
ral development of the aviation sector has been
very positive after this market had only been
affected rather slightly by the economic and
financial crisis which can now be considered to
be overcome. Both large aircraft manufactu-
rers, Airbus and Boeing, received orders which

were above the delivery quantity level so that
their order backlogs have now increased to just
under 3,500 aircraft each. Thus, the existing
production capacities will be fully utilized over
the next few years, with Airbus announcing in
2010 rising production rates for the A380 pro-
gram. Test flights in Boeing‘s 787/Dreamliner
program were further delayed in the second
half of 2010 so that the Dreamliner will only be
delivered in the course of 2011.

After the political decision to continue the
military A400 Airbus transport aircraft program
has been made, development expenses already
spent on this program are secure. In the year
under review, development activities centered

Bamboo is very solid but at the same time also extre-
mely light and elastic. These characteristics are sha-
red by Diehl Aircabin’s components for cabin lining
and air ducting for air exchange. Light, heavy-duty
and fire-retarding materials are indispensable for

safety, economic efficiency and comfort in aviation.



on the A350 XWB Airbus program for which
Diehl Aerospace and Diehl Aircabin had won all
major development contracts. Fiscal year 2011
will also be dominated by this program which
is challenging in every respect and whose
successful implementation will require every
effort. Capital spending also focused on buil-
ding alteration work to prepare for this aircraft
program’s series production. Moreover, work
was continued on the government's aviation
research program which substantially supports
the company’s further technological deve-
lopment. Research and technology programs
paving the way for new product technologies
in the aircraft are being implemented in coo-
peration with the German authorities and the
aviation industry.

Since the end of 2010, the Nirnberg site of
Diehl Aerospace has a so-called Light Verifica-
tion Center for testing cabin lighting modules
under realistic conditions.

Establishment of a retrofit business field for the
corporate division‘s cabin modernization and
retrofit capabilities and products was continued
and initial market successes were achieved.

The newly acquired DASELL company, which
was successfully integrated into the corporate
division in 2010, won the 2010 Cristal Cabin
Award which is granted annually during the
leading international Aircraft Interiors trade fair
for aircraft cabins. DASELL received the award
for its innovative lavatory module which is
remarkable for its adjustable size.

To open up new sources providing materials
and services, Diehl Aerosystems will set up a
production plant in Hungary, Diehl Aircabin
Hungary. As early as 2011, the company is plan-
ned to take up production of simple cabin parts
such as air ducts and side linings.

Considering the large aircraft manufacturers*
rising production rates, the Aerosystems Cor-
porate Division again expects sales to grow in
FY 2011. Business activity with military pro-
ducts will, however, decline in the medium and
long term because consolidation of the public
budgets requires savings. This will probably also
apply for the A400M program in spite of the
basically positive decision on its continuation.

Through acquisition of Airbus* Laupheim plant,

renamed Diehl Aircabin, and DASELL, Diehl has
in recent years consistently directed its strategic
attention to aircraft cabins to grow into the role
of a cabin integrator. And we believe we are on
the right path.
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Corporate Division Metering

After metering business did not grow in 2009
as a result of the difficult economic environ-
ment, demand was stimulated distinctly in the
year under review. The Metering Corporate
Division achieved strong sales growth in its
traditional business. Moreover, the initial con-
solidation of the energy service provider EVB
acquired in 2010 contributed to growth.

Positive sales developments were recorded

in almost all markets, above all in Germany,
France, Brazil, Poland and China. When looking
at the individual product groups, water supply
and thermal energy show notable sales incre-
ases. Electronic products continue to gain in
importance as automatic radio-based readout
business is growing. The number of staff rose
due above all to the acquisition of EVB and due
to business growth in France and Brazil.

Through takeover of EVB Energie AG, the cor-
porate division has strengthened its position in
Germany as provider of complete smart mete-
ring solutions. The product portfolio has been
expanded to include the entire range of energy
services. Furthermore, Diehl Metering now

has direct access to highly modern electricity
meters. Our own activities in this field, which
were managed by Diehl Energy Solutions, have
meanwhile been merged with the acquired
company to form the new company EVB Energy
Solutions GmbH. Thus, Diehl Metering now is a
full-service provider of smart-metering systems
for electricity, gas, water and thermal

energy. The products and services offered
enable our customers to considerably raise
efficiency potentials in their billing and service
processes. End users are provided with the
information transparency they need to reduce
their energy costs systematically.

Within the context of providing innovative

measuring instruments, another focus was on
further development of the electronic gas me-
ter acquired in 2009 from Swiss Gas Metering

AG. With foundation of Diehl Gas Metering
GmbH in Ansbach, the competences acquired
were shifted from Switzerland to Germany to
concentrate development and production at a
single location.

Advance expenditures were spent above all in
the fields of plastics, gas, ultrasonic and auto-
matic meter reading with data communication,
while brass substitution by plastics gained in
importance due to the increased brass prices.
In response to this situation, the production
capacities for injection-molded plastic parts
were expanded and material developments

for subcomponents and housings were carried
out. The new gas product group made notable
progress in measuring and test technology,
investing in the further development of the
new AERIUS gas meter and stepwise set-up of
the required test and production technology.



Unlike other fossil fuels, natural gas is an especially efficient
enerqgy carrier. Electronic gas meters from Diehl Metering use
the microthermal measurement principle, measuring directly
the mass flow rate of gas led through. Unlike volume measure-
ment, the values measured are not influenced by pressure and

temperature.

Further development of ultrasonic technology
concentrated on larger nominal widths as well
as efficiency increases by material substitution
and design changes. For instance, the second-
generation ultrasonic energy meter SHARKY
was put on the market in 2010. To improve the
internal processes, all development activities

in data communication were concentrated

at Hydrometer Electronic in Nirnberg. Diehl
Metering is now intensifying the development
of radio units, system products and compo-
nents at this location to further expand its
technological leadership. Thanks to innovative
solutions using standardized communication,
the accounting parameters for water, heat/cold,
gas and electricity can be read on the same
system platform.

Energy measurement and automatic meter
reading will make notable progress due to

the continuing trend toward saving resources
through energy efficiency. The requirements of
the E.U. Energy Efficiency Act applicable since
2010 to increase transparency of energy con-
sumption support this development. Additional
pressure to act has been generated by political
statements of intent to opt out of nuclear
energy as quickly as possible and intensify the
use of renewable energy sources. The Metering
Corporate Division will further expand its mar-
ket position and generate sales growth through
networking of the various energy types by
innovative and competitive measurement and
communication technology solutions as well

as through its competences as energy service
provider.
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Group Management Report 2010

Opportunities and Risks

The Diehl Group has always seen itself as a
community of opportunities and risks for which
a stable business development is of utmost
importance. This idea has proved successful
throughout the company‘s history — even in
the most recent economic and financial crisis
when declines in commercial business could be
compensated for by defence business. In the
meantime, the growth dynamics of the Metall,
Controls, Aerosystems and Metering corporate
divisions has increased again so that they will
be able to compensate and overcompensate

a decline in sales in defence which are in the
offing.

In our business fields we are confronted with a
number of specific risks:

The metal business is subject to the high volati-
lity of metal prices, with speculative effects on
the copper price having increased distinctly in
recent years. Our internal metal procurement
regulations, which are based on decades of
experience in the metal business and have been
adapted to today‘s volatilities, provide us with
an important guideline in daily business. Ano-
ther significant factor of our competitive ability
in this energy-intensive sector is reliable power
and gas supply at competitive prices. The risk
of rising energy prices could so far be limited

by the timely conclusion of energy supply
contracts. The political decision to opt out of
nuclear energy as quickly as possible was made
without having analyzed the resulting conse-
guences appropriately. This involves the risk of
considerable increases in electricity prices which
might lead to significant location disadvantages
in comparison to our foreign competitors.

The price pressure in the household appliances
business is still high. Our predevelopment
capabilities as well as our global production
and development network, however, provi-

de good prerequisites for staying a valued,
competitive partner of international household
appliance manufacturers. Our strategic decision
to add a second pillar outside our household-
equipment business — inverters for solar power
systems — has proven correct. This new busi-
ness field meanwhile contributes considerably
to the sales volume. The increasing trend
toward renewable energies leads us to expect
further growth in this field.

Equipment supplies to the international aviation
industry are almost exclusively invoiced in US
dollars so that the dollar exchange rate has
considerable influence on the sales volume. This
is why dollar hedging is of great importance to
us. Aviation supply business basically involves a
considerable entrepreneurial risk as we have to
make advance investments which are not paid
immediately for by aircraft manu-

facturers but are amortized only through the
quantity of aircraft sold. Only (a minor) part of
this risk is cushioned by repayable public loans.
Despite all crises and setbacks in growth which
also affect the international aviation industry
time and again, this business still has great
growth potential. Hence, this business field
occupies a prominent position in our portfolio,
which is also reflected by our acquisitions in
recent years.

The metering segment, too, is of high strategic
importance. Having developed from traditional
water-meter manufacturing by Hydrometer
GmbH at Ansbach, Diehl Metering today additi-
onally focuses on ,smart metering‘. Through
the meter upgrading required by the European
legislator, energy is to be used more efficiently
in the future, thus providing an indispensable
prerequisite for making the grid ,smart‘ (smart
grid) after all. This is an indispensable prerequi-
site for further increasing the share of renew-
able energies. Diehl Metering has taken up

the challenge of playing a creative role in the
development of this new market.



Defence business, which proved to be a sta-
bilizing factor during the crisis, will be faced
with some difficulties because the public debts
accumulated to cope with the crisis will have to
be reduced, which will also require cuts in the
defence budgets. In Germany, a political discus-
sion about a restructuring of the Bundeswehr
is under way to adjust it to changed mission
scenarios. We are in any case determined to
take advantage of the opportunities offering
themselves internationally on the markets
accessible to us. Defence technology is and will
remain a core field of business for Diehl.

Our compliance organization which —in coo-
peration with all business operations managers
— provides a more systematic and uniform,
corporate-wide basis for our ethical principles
which have in fact been practiced for many
years, has proved effective. On this basis, it is
even more reliably ensured that our company'‘s
business activities are characterized by a high
degree of transparency, integrity and fairness.

From today's point of view, it seems very likely
that the positive business development will
continue: sales growth is expected in all com-
mercial segments whereas a decline in sales
will have to be accepted in defence. All things
considered, the Diehl Group will achieve sales
in the order of 3 billion Euros in 2011 and also
see profitable growth in the years to come.

Nirnberg, April 14, 2011

Diehl Verwaltungs-Stiftung

The Executive Board
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Employees
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On December 31, 2010, the Diehl Group em-
ployed a total of 13,569 persons, 1,357 more
than the year before. This increase was due to
the initial consolidation of DASELL, EVB und
DynITEC with 898 persons. Staff in the other
segments increased by 459 persons, above

all at Controls. The share of personnel at our
foreign locations, at 28%, was almost constant.

To secure junior staff especially at times when
the number of applicants decreases, it is indis-
pensable for the Diehl Group to continue its
strong commitment to industrial and advanced
training. Thus, the number of apprentice-

ship training positions offered, which is high
anyway, also rose again in the year under
review, from 416 to 437 apprentices. Together
with 13 apprentices from the newly acquired
companies, the Group‘s number of apprentices
is now 450. More than 30 industrial training
occupations are offered at our German sites.
With a total of 45 ,,dual*‘ students, the number
of high-school graduates who undergo a

dual course of study at the Cooperative State
University, combining various theoretical phases
at the vocational academies in Baden-Wuertt-
emberg and practical phases at our company
locations to graduate in engineering or busi-
ness administration has remained constant. In
addition, there were 45 prospective specialists
who were trained for other companies within
the scope of the regional cooperative training
plan. In 2010, almost all graduates received at
least a fixed-term employment contract from
Diehl. To ease their job decision, far more

than 300 pupils were given an opportunity to
attend a mini-practicum, gathering first-hand
experience under actual working conditions.
Thus, they could find out about the variety of
development opportunities at Diehl.

Numerous specialized and executive staff have
joined Diehl by way of an internship. Diehl
offers students challenging and varied intern-
ships which can also be completed abroad.

Furthermore, it is possible to gather practical
experience in addition to theoretical knowledge
within the context of project-oriented seminar
papers, bachelor or master theses. Diehl can
be joined on corporate and corporate-division
level, either by flexible direct entry or by an in-
dividual project-oriented training program with
technical or commercial orientation. As a rule,
these programs are organized internationally
and destined for individuals who like to deal
with a variety of tasks and are mobile at home
and abroad.

Qualified and motivated employees are the
most important prerequisite for continuing the
company‘s successful development. In particu-
lar, employees with a potential for higher-level
duties must be informed about vocational
development possibilities within the Group and
fostered appropriately. It is a declared objec-
tive of our human resources policy to fill more
than two thirds of vacant executive positions
internally. This objective was also met by the
company in the reporting period.

Employees with strategically relevant expert
knowledge make a special contribution to the
company‘s success. Great efforts have been
made in recent years to promote and safe-
guard their potential. In 2010, the Diehl Expert
Development Program was developed, helping
employees with expert potential in a 24-month
program to further expand their personal and
specialized capabilities. Timely succession regu-
lations additionally ensure that the knowledge
of departing experts is passed on systematically
to the respective successors.

Through a new regulation of the company‘s
idea management, it is now even easier for
employees to contribute their suggestions for
simplified work processes or product quality
improvements. In the competition of good
ideas, about 2,300 improvements were sug-
gested in 2010, which led to annual net savings



of just under 1 million Euros. The new, debure-
aucratized form of idea management has not
yet been introduced at all company locations
but further locations will follow. Employees
suggesting an improvement receive part of the
savings as a bonus. However, the motivating
experience of seeing how they are involved in
the shaping and improvement of their working
environment is just as important.

Diehl is proud of its many long-standing emplo-
yees whose service anniversaries are celebrated
and acknowledged especially. In the reporting
period, a total of 308 employees of the Group
celebrated their 25th service anniversary, ano-
ther 67 employees could look back on 40 years
of service for Diehl — and for one employee it
was even his 50th service anniversary. Due to
their experience and as role models, they are
indispensable for our company culture.

In 2010, our employees' competence, inven-
tiveness and high commitment helped our
company to overcome the global economic
crisis without suffering major damage and

to continue its successful development. The
Executive Board expresses its cordial thanks to
all employees. In recognition of this, a one-
time crisis management bonus was paid to the
company‘s employees at the end of 2010 in
accordance with a Shareholders and Superviso-
ry Board resolution. And we would also like to
thank our employees* representatives who al-
ways cooperated objectively and constructively
even when faced with difficult issues, and thus
allowed us to achieve viable solutions.
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In the year under review, a host of individual
measures were implemented, primarily aimed
at increasing energy efficiency.

At Hydrometer*s Nirnberg site, for example,
the existing ventilation systems were replaced
by new high-performance centrifugal fans, re-
ducing carbon dioxide, nitrogen oxide and
sulfur emissions in addition to saving energy.

At Hydrometer‘s Ansbach location, a heat
recovery system was integrated into the air
compressor. Energy required for heating could
be reduced by almost half through waste heat
utilization.

At Sundwiger Messingwerk, dimmable halogen
metal vapor lamps were installed in wire pro-
duction, thus cutting lighting costs drastically.

Considerable savings were achieved by instal-
lation of a holding furnace in connection with
modernization of the vertical casting facility at
Diehl Metall in R6thenbach and through opti-
mization of the ventilation and air extraction
system at Diehl Aircabin in Laupheim.

At DBD's Maasberg site, an exhaust-water heat
exchanger was installed in the exhaust pipe

of the central heating system for waste heat
recovery from the oil-burning space-heating
boiler, reducing the site‘s energy requirements
by another 3%.

At other locations such as Wangen and Ma-
riahutte, too, significant improvements were
achieved, in Wangen through installation of
a new lighting system, in Mariahltte through
installation of an exhaust-water heat exchan-
ger in the exhaust pipe of the central heating
system.

At our Diehl Aerospace sites, an integrated pro-
cess management system including quality, en-
vironmental and information management has

been established, thus reducing the number of

management system documents by 20%.



The building ensemble at
.Kihnertsgasse”.

Diehl was founded as an art foundry in Nurn-
berg in 1902. It is by now an internationally
oriented company but still committed to its
Franconian roots. In particular, the numerous
buildings which have been saved from demoli-
tion or reconstructed by Nirnberg‘s Old-Town
Friends with the help of the Diehl family are
exemplary for the close attachment between
Diehl and Nurnberg. This important urban-
development task could not be fulfilled by this
very active citizens* movement for an old town
worth living in without substantial donations.
Karl Diehl who initiated the cooperation with
the Old-Town Friends was formerly awarded
the honorary title of ,,patron of Niirnberg'‘s old
town* by the association for his long-standing
support.

Beyond Daily Business

After extensive rescue work, which took several
years, a building ensemble which is important
for the city‘s history could again be given back
to the public by the Old-Town Friends in 2010.
The three craftsman houses with nooks and
crannies at ,,Kuihnertsgasse®, parts of which
date back 600 years, had already waited for
the wrecking ball, before the Old-Town Friends
took care of the ensemble to convert it into

a jewel of NUrnberg's historic old town. The
research and renovation work, which was

also supported by Diehl, took a total of seven
years which gave preservationists important
insight into the city‘s history. Researchers were
enthused about this ,,raree show of history* in
view of the numerous findings and discoveries
made during the work. It is planned to house

a museum in the ensemble presenting the life
and work of craftsmen in the late Middle Ages.

The ,,Irmgard-Diehl Children‘s Foundation**
established in 2008 supports abused, trauma-
tized, socially disadvantaged as well as disabled
children and youths. It promotes especially
treatments in the medical/therapeutical sector
that are not covered by health insurance, in
particular the treatment with horses, dogs and
dolphins.

The ,,Karl-Diehl Foundation for People in
Need*, which was founded in 1987, helps
individual persons in emergency situations

in NUrnberg and vicinity — regardless of their
nationality or religion — in close coordination
with other relief organizations engaged in the
region. In 2010, this kind of aid was granted
to approx. 700 people, who did not have any
claim to public benefits.
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Diehl VVerwaltungs-Stiftung

Consolidated
Financial Statements
as of December 31, 2010




Consolidated Balance Sheet
of Diehl Verwaltungs-Stiftung

(in € thousand)

ASSETS

Dec. 31,2010 Dec. 31, 2009

A. Fixed assets
. Intangible assets
1. Purchased concessions, industrial property and similar rights

and assets, and licenses in such rights and assets 23,485 21,466
2. Goodwill 51,289 20,144
3. Prepayments 200 136

74,974 41,746

Il. Tangible assets
1. Real property, corporeal rights in real property and buildings,

including buildings on real property of third parties 164,403 153,054
2. Technical equipment and machinery 105,862 103,524
3. Other equipment, factory and office equipment 91,723 85,104
4. Prepayments and assets under construction 21,404 22,727
383,392 364,409
[II. Financial assets
1. Shares in affiliated companies 5,578 3,833
2. Shares in associated companies 3,486 3,362
3. Participations 649 660
4. Loans to companies in which participations are held 0 7,007
5. Long-term securities 161 5,538
6. Other loans 612 277
10,486 20,677
468,852 426,832
B. Current assets
. Inventories
1. Raw materials and supplies 234,198 190,258
2. Work in process 338,811 310,286
3. Finished goods and merchandise 116,521 95,680
4. Prepayments 10,836 13,888
700,366 610,112
II. Receivables and other assets
1. Trade receivables 285,958 287,959
2. Receivables due from affiliated companies 4,384 7,669
3. Receivables due from companies in which
participations are held 27,729 38,690
4. Other assets 103,188 75,475
421,259 409,793
[II. Securities
Other securities 20,621 15,029
IV. Cash, bank balances and checks 451,023 334,617
1,593,269 1,369,551
C. Prepaid expenses 6,741 7,046
D. Deferred tax assets 47,718 13,282
E. Difference (assets) of allocation of plan assets 539 0
2,117,119 1,816,711
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SHAREHOLDERS” EQUITY AND LIABILITIES

Dec. 31,2010 Dec. 31, 2009
A. Shareholders” equity
. Capital of Diehl Verwaltungs-Stiftung
1. Capital stock 511 511
2. Reserves 112 105
3. Retained earnings 1,450 1,455
2,073 2,071
II. Shares held by other shareholders
1. Capital of subgroup Diehl Stiftung & Co. KG 398,607 322,238
2. Other minority interests 67,186 57,556
465,793 379,794
467,866 381,865
-, Special account for deferred taxes 0 950
B. Accruals
1. Accruals for pensions and similar obligations 334,539 310,812
2. Tax accruals 21,303 18,274
3. Other accruals 369,821 304,944
725,663 634,030
C. Liabilities
1. Liabilities due to banks 172,467 132,053
2. Advance payments received 224,358 186,076
3. Trade payables 221,362 168,702
4. Payables due to affiliated companies 281 974
5. Payables due to companies in which participations are held 64,695 95,533
6. Other liabilities 212,341 213,407
895,504 796,745
D. Deferred income 21,168 3,121
E. Deferred tax liabilities 6,918 0
2,117,119 1,816,711
Contingent liabilities
1. Guarantees 16,731 26,870
2. Warranties 5,781 9,736
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Consolidated Income Statement of Diehl VVerwaltungs-

Stiftung for the year ended December 31, 2010

(in € thousand)

1. Sales

2. Increase (decrease) in finished goods
and work in process

3. Other own work capitalized

4. Other operating income
— thereof income from currency translation :

5. Cost of materials :
a) Cost of raw materials, supplies
and merchandise
b) Cost of purchased services

6. Personnel expenses :
a) Wages and salaries
b) Social security contributions, pensions
and other benefit costs
— thereof for pensions :

7. Amortization and depreciation
on intangible and tangible assets

8.  Other operating expenses
- thereof expenses from currency translation :

9. Income from participations
— thereof from affiliated companies :

10. Result from companies included according to equity accounting
— thereof from associated companies :

1. Income from other long-term securities and loans
12. Other interest and similar income

— thereof from affiliated companies :

— thereof interest income / discounting of accruals :
13. Write-down of financial assets and current securities
14. Interest and similar expenses

— thereof to affiliated companies :

— thereof interest expenses / compounding of accruals :
15. Result from ordinary operations
16. Extraordinary expenses

17. Extraordinary result

18. Taxes on income
— thereof deferred taxes :

19. Net income for the year
— thereof part of other shareholders :
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2010 2009
2,725,075 2,205,212
34,074 - 46,551
6,188 3,571
119,979 100,086
17,795
~1,320,563 - 937,233
- 183,806 — 158,489
- 1,504,369 ~1,095,722
~592,960 ~532,132
~129,589 ~129,705
- 17,368 - 28,788
-722,549 - 661,837
- 90,460 - 86,360
- 400,253 — 348,405
- 16,648
183 190
21 29
8,674 2,400
8,692 2,400
257 253
9,692 5,746
66 57
3,697
- 287 -179
- 41,255 20,500
0 -9
-24117
144,949 57,904
- 26,423 0
- 26,423 0
- 28,795 -35,989
13,790
89,731 21,915
89,729 21,852



Consolidated Cash Flow Statement of Diehl VVerwaltungs-

Stiftung for the year ended December

(in € thousand)

Net income for the year

Adjustment difference exchange rate as of 12/31/2010 and yearly average exchange rate
Depreciations / write-ups on fixed assets

Increase in accruals

Other non-cash expenses and income

Book loss / profit on disposal of fixed assets

Increase / decrease of inventories, trade receivables and other assets

Increase / decrease of trade payables and other liabilities

Cash flow from operating activities

Proceeds from disposals of tangible and intangible assets

Purchase of tangible and intangible assets

Acquisition / proceeds from disposals of financial assets
Acquisition / receipts from the disposals of consolidated companies

Cash flow from investing activities

Cash payments / cash receipts from capital increases and changes in shareholder loan
Cash payments to shareholders
Change of liabilities due to banks and other financial liabilities

Cash flow from financing activities

Change in cash funds from cash relevant transactions

Change in cash funds from exchange rate movements, changes in Group
structure and in valuation procedures for cash funds

Cash funds at the beginning of period
Cash funds at the end of period

31, 2010
2010 2009
89,731 21,915
1,211 0
89,400 85,083
93,107 27,560
— 486 1,390
1,151 -1,518
—~ 77,457 44,863
61,647 -53813
258,304 173,480
1,395 6,269
78,335 - 69,595
- 13,272 -3212
— 44,140 -679
- 134,352 -67,217
~10,737 1,822
- 30,232 - 41,304
30,499 -37,339
-10,470 - 76,821
113,482 29,442
8,516 1,548
349,646 318,656
471,644 349,646
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Statement

of Changes in Consolidated Equity

of Diehl VVerwaltungs-Stiftung

Capital of Diehl Verwaltungs-Stiftung

Shares held by other shareholders

Shareholders’

equity

Capital Earned Equity Capital of  Other minority Shares held thereof

stock equity of parent subgroup interests by other  accumul. other

company Diehl Stiftung shareholders  gains and losses

& Co. KG recognised

(in € thousand) directly in equity*
As of Dec. 31, 2009 511 1,560 2,071 322,238 57,556 379,794 - 1,057 381,865
Net income for the year 2 2 66,553 23,176 89,729 89,731
Appropriation of profits 0 - 12,071 - 16,548 - 28,619 - 28,619
Currency translation 0 3,096 113 3,209 3,209 3,209
Other changes 0 18,791 2,889 21,680 21,680
As of Dec. 31, 2010 511 1,562 2,073 398,607 67,186 465,793 2,152 467,866

* Exchange differences

Capital of Diehl Verwaltungs-Stiftung Shares held by other shareholders Shareholders’
equity

Capital Earned Equity Capital of ~ Other minority Shares held thereof

stock equity of parent subgroup interests by other  accumul. other

company Diehl Stiftung shareholders  gains and losses

& Co. KG recognised

(in € thousand) directly in equity*
As of Dec. 31, 2008 511 1,497 2,008 321,788 30,948 352,736 -3,298 354,744
Net income for the year 63 63 2,396 19,456 21,852 21,915
Appropriation of profits 0 - 5,356 — 15,027 -20,383 -20,383
Currency translation 0 2,264 -23 2,241 2,241 2,241
Other changes 0 1,146 22,202 23,348 23,348
As of Dec. 31, 2009 511 1,560 2,071 322,238 57,556 379,794 - 1,057 381,865

* Exchange rate differences

34



General remarks

The consolidated financial statements of the
Diehl Group are prepared in accordance with
the consolidation rules of the German Commer-
cial Code.

The financial statements of all companies included
in the consolidated financial statements are
prepared pursuant to the accounting and valuation
methods valid in the Diehl Group. Accounting
for foreign companies is adjusted to the standard
valuation principles where this is material to give
a true and fair view of the net assets and results
of operations.

In FY 2010, German Commercial Code regulations
as amended by the Accounting Law Moder-
nization Act (Bilanzrechtsmodernisierungsgesetz)
were for the first time applied to the consolida-
ted financial statements. In accordance with

Art. 67, Para. 8 of the Introductory Act to the
German Commercial Code (EGHGB), the previous
year‘s figures were not adapted.

. Basis of consolidation and associated

companies

In addition to Diehl Verwaltungs-Stiftung, the
consolidated financial statements include

51 domestic and 30 foreign companies, which
are under direct or indirect control of Diehl
Verwaltungs-Stiftung.

Based on Art. 290, Para. 2, no. 4 of the German
Commercial Code, the special purpose company
Afelixa Grundstticksverwaltungsgesellschaft
mbH & Co. Vermietungs KG, Wiesbaden, which
had not been consolidated before, is fully con-
solidated as from January 15t 2010. EVB Energy
Solutions GmbH, Velbert, acquired in January
2010, its subsidiary EVB IT GmbH, Frankfurt am
Main, as well as DASELL Cabin Interior GmbH,
Hamburg, acquired in mid-2010, were also

Notes to the Consolidated
Financial Statements of
Diehl VVerwaltungs-Stiftung
for Fiscal Year 2010

included as fully consolidated affiliated companies.
Diehl Aerosystems-Interior-Holding GmbH,
Nurnberg, newly founded in 2010, acquired a
shelf company for acquisition of DASELL Cabin
Interior GmbH and was renamed Dasell Cabin
Interior Holding GmbH. In addition, DIEHL Gas
Metering GmbH headquartered in Ansbach was
newly established. All three companies are
included in the consolidated financial statements
as fully consolidated companies.

Diehl Metal Applications GmbH, Réthenbach an
der Pegnitz, which had not been consolidated
before as it was of minor importance for the
Group‘s net assets, financial position and results
of operations, has been included as fully con-
solidated company in the consolidated financial
statements as from January 1st 2010.

The affiliated company DynITEC GmbH, Troisdorf,
which had before been included according to
the equity method, has been fully consolidated
since the beginning of FY 2010.

The affiliated company MATRIX Power Systems
GmbH, Wangen im Allgéu, which had also been
included according to the equity method, was
merged with the fully consolidated company
Diehl AKO Stiftung & Co. KG with effect from
January 1st 2010.

At the end of September 2010, Zehdenick
Innovative Metall- und Kunststofftechnik GmbH,
Zehdenick, was acquired. Based on Art. 296,
Para. 1, no. 2 of the German Commercial Code,
the company is not fully consolidated but inclu-
ded in the consolidated financial statements
according to the equity method.

A total of 7 domestic shareholdings were inclu-
ded in the consolidated financial statements as
associated companies.

Due to its minor significance for a true and fair
view of the Group's net assets, financial position
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and results of operations, 9 companies were not
consolidated. Based on Art. 296, Para. 1, no. 1
of the German Commercial Code, 2 companies
were not included in the consolidated financial
statements since their assets are limited to the
respective company purpose.

An overview of share ownership and of the basis
of consolidation is provided in an appendix to
the notes.

Consolidation principles

For companies which were included as fully
consolidated companies in the consolidated
financial statements on December 315t 2009,
the book value method is still applied for capital
consolidation.

For subsidiaries which were for the first time
fully consolidated in the consolidated financial
statements from January 15t 2010, the revaluation
method is applied for capital consolidation, with
assets and liabilities being stated at their fair
value according to the German Commercial
Code while the acquisition value of the share-
holding is offset against the Group‘s share of
the equity of the consolidated company at the
time of its acquisition. The resulting difference
on the assets side is shown as goodwill.

The shares in associated companies are treated
in accordance with the principles of the equity
method of accounting. They are stated for the
first time using the book value method at the
date of their acquisition.

Intercompany profits and losses, sales, expenses
and income as well as receivables and payables
between fully consolidated companies are
eliminated. Intercompany results with associated
companies are not eliminated since their
influence on the Group'‘s overall situation is of
minor significance.

Deferred taxation is made for consolidation opera-
tions affecting the results whenever diverging
tax expenses are expected to be compensated
for in future fiscal years.

. Accounting and valuation principles,

foreign currency translation

1. Fixed assets

Acquired intangible assets are valued at cost
of acquisition, less scheduled amortization.
Normally, the useful life is 3 years, unless a
different period is appropriate, e.g. due to the
validity period of rights of use. A capitalized
goodwill is amortized over a maximum period
of 10 years. An amortization of goodwill over
more than 5 years is based on the respective
product life cycles and the expected market
development.

Tangible assets are valued at the cost of
acquisition or manufacture, less scheduled or
non-scheduled depreciation. The cost of
manufacture of self-constructed fixed assets also
include proportional overhead expenses and
depreciation in addition to direct costs. Scheduled
depreciation of buildings and parts of buildings
is based on a useful life ranging from 5 to 54
years, depending on the extent of use. The
useful life of technical equipment and machinery
ranges from 1 to 25 years and that of other
equipment, factory and office equipment from 1
to 20 years. Both the declining-balance method
and the straight-line method of depreciation are
used. Low-value assets are completely written
off in the year of acquisition. Fixed values are
defined for tools and fixtures. Extraordinary
value reductions are taken into account by
means of non-scheduled depreciation.

As a rule, participations are valued at cost of
acquisition and written off to take account of
impairment, where applicable.



Shares in associated companies are valued using
the equity method of accounting, starting with
the book value. This calculation is based on the
audited annual financial statements made
available for each of these companies.

Long-term securities recorded under fixed
assets are valued at the cost of acquisition or

at the lower fair value according to the German
Commercial Code. Long-term securities used to
finance life work-time accounts are valued at
their fair value and offset against the respective
accruals in the amount of € 6,476 thousand
(inclusion of plan assets). The cost of acquisition
the securities stated amount to € 6,315 thousand.
The related fair value results from the depot
value valued at the market value at December
315t 2010 and amounts to € 6,476 thousand.

2. Current assets

As a rule, Inventories are valued at lower of
cost or market value. In addition to direct costs,
the cost of manufacture include an appropriate
proportion of overheads and depreciation of
fixed assets if they are to be capitalized.

Depreciation is made for stock and usability
risks. If in the preparation of the balance sheet

a need for devaluation is identified because
costs are not covered completely by the proceeds,
an appropriate markdown is made for the purpose
of loss-free valuation. Prepayments are stated

at nominal value.

The valuation of metal inventories at the lower
of cost or market takes account of the contracted
selling prices for the metal portion, if selling
contracts already existed at the balance sheet
date.

Receivables, other assets, cash and cash
equivalents are always included in the balance
sheet at their nominal value. In the case of

Notes to the Consolidated
Financial Statements of
Diehl Verwaltungs-Stiftung
for Fiscal Year 2010

receivables, allowances are made to cover
discernible individual risks. General allowances
are made on receivables to cover interest and
administrative expense. Receivables with a
longer remaining term are discounted. Receivables
from the pension plan reinsurance from deferred
compensation are offset against the pension
reserves for reinsured deferred compensation
(inclusion of plan assets). The cost of acquisition
and the applicable fair value of the receivables
offset against the pension plan reinsurance
amount to € 6,116 thousand. The settlement
amount of the pension reserve included for
deferred compensation corresponds to the
asset value from the pension plan reinsurance

(€ 6,116 thousand). Expense and income of

€ 278 thousand were included. In the case of
long-term pension liabilities, insolvency insu-
rance cover for work time accounts is settled
with the respective reserves. The cost of
acquisition as well as the fair value according to
the German Commercial Code of the coverage
capital included amount to € 3,612 thousand.
In addition, other assets with the fair value
according to German Commercial Code of

€ 14,159 thousand were offset against pension
reserves in the amount of € 13,620 thousand.
The resulting asset difference from the difference
on the assets side resulting from the offset of
plan assets amounts to € 539 thousand.

Short-term securities under current assets are
valued at lower of cost or market value.

3. Deferred taxes

Deferred taxes (on the assets and liabilities side)
result from valuation differences in the commer-
cial and tax balance sheet, loss carryforwards as
well as consolidation measures if the differences
are compensated in the future. Deferred taxes

on the assets and liabilities side are not balanced.
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Deferred taxes are valued at standard corporate
tax rates of 15% (partnerships) or 30% (joint-
stock companies) for domestic companies.

For foreign subsidiaries, the individual national
statutory tax rates (10% to 34%) are applied.

Deferred taxes on the assets side in the amount
of € 47,718 thousand mainly result from the
different valuation methods in the commercial
and tax balance sheet (pension reserves and
accruals for anniversary bonuses, accruals for
warranty expense, loss provisions for onerous
contracts and other accruals, different discount
rates for long-term accruals, different depreciation
methods and periods, different valuation methods
for foreign exchange positions), on tax loss
carryforwards as well as elimination of intercom-
pany profits and losses in the fixed assets and
inventories.

Deferred taxes on the liabilities side in the
amount of € 6,918 thousand mainly result from
reserves only permissible under tax law (e.g. Art.
6b of the German Income Tax Act), special tax
depreciation as well as the creation of deferred
taxes on disclosed hidden reserves in the context
of capital consolidation.

4. Accruals/liabilities

Accruals for pensions and similar liabilities
are actuarially valued according to the modified
entry-age normal method at an interest rate of
5.17%. Calculations are based on the 2005 G
mortality tables published by Prof. Dr. Klaus
Heubeck. Wage and salary increases of 2.71%
p.a. and a dynamic pension increase of 1.50%
p.a. have been taken as a basis. For foreign
pension reserves, the respective national
statutory provisions have been taken into
account.

Other accruals are set up to cover all uncertain
obligations and discernible risks. They are stated

in the amount expected to be required based on
prudent commercial assessment (i.e. including
future price and cost increases). Accruals with a
residual term of more than 1 year are discounted.
If no valuation units are formed between metal
purchase contracts and the metal portion of
sales contracts, these items are checked for
impending losses.

All liabilities are stated at the amount payable.

5. Foreign currency translation

The valuation date for fixed assets in foreign
currencies is the day of purchase, while receivables
and payables are valued on the day they accrue.
Short-term assets and liabilities with a term of
less than 1 year are converted at the average
spot exchange rate on the balance sheet date.
Receivables and liabilities with a residual term of
more than 1 year are valued according to the
imparity principle.

Receivables and liabilities in the same currency
with nearly the same term are combined to form
valuation units if they are of the same value.

If they are hedged by forward transactions, the
respective hedging rates are applied.

The financial statements of the consolidated
foreign companies in foreign currencies are
translated at the rates valid on the reporting
date. Individual equity items are converted at
historical rates, the net income at the average
rate of the year. The items of the income
statement are converted at the average rate of
the year. The difference between period-end
exchange rate, historical rates and average rates
is shown in the equity section of the subgroup
Diehl Stiftung & Co. KG or in the shares of other
third-party shareholders. Differences over the
previous year‘s statement are taken into account
without affecting the income.
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V. Notes to the balance sheet Other accruals include, among other things,
accruals for personnel-related expense, accruals
1. Fixed assets for warranty expense, restructuring accruals,
accruals for outstanding invoices, for losses from
Development of the individual fixed asset items orders on hand, for contractual penalties, for
is shown in an appendix to the notes. contingent losses from other pending business
The changes column contains all changes to the transactions, for damages, for price audit risks
initial amounts resulting from additions and and for maintenance not carried out.
disposals affecting the consolidated companies
and from currency translation differences. 5. Liabilities
2. Receivables and other assets The breakdown of liabilities based on their

remaining term is shown in an appendix to the

A residual term of more than 1 year applies for notes.

the following amounts under the respective

items: Other liabilities include the following items:
(in € thousand) 2010 2009 (in € thousand) 2010 2009
Trade receivables 3,102 1,485 Social security 7,551 8,630
Receivables due from affiliated Tax liabilities 35,794 40,904
companies 3,120 220
Receivables due from companies
in which participations are held 1,995 2,076
Other assets 3,278 9,951 6. Derivative financial instruments

3. Shareholders’ equity

The equity of the subgroup Diehl Stiftung & Co.
KG consists of the liable limited liability capital
of Diehl Stiftung & Co. KG, the reserves of Diehl
Stiftung & Co. KG and the differences between
the investment book value and the proportionate
equity of the subsidiaries.

4. Accruals

The accrual for current pension payments,
pension expectancies and similar liabilities,
which is not stated at the balance sheet date
according to Art. 67, Para. 1, sentence 1 of the
Introductory Act to the German Commercial
Code (EGHGB) amounts to € 81,944 thousand.

For its business activities, the Diehl Group uses
forward contracts to manage the risks arising
from the fluctuations in currencies and metal
prices.

The nominal volume and the market values of
the derivative financial instruments existing at
the balance sheet date are as follows:

(in € million) Market values Nominal
Type positive negative  volume
Forward exchange
contracts
usD 5.3 6.6 844.8
GBP 8.1 7.9 108.7
PLN 0.0 0.1 12.3
HUF <0.1 0.0 0.7
Other currencies <0.1 <0.1 1.7

Commodity futures
contracts
Nonferrous metals
exchange 6.5 5.2 73.7
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The nominal volume is the total of all buying
and selling values of derivative financial
instruments. The market value of forward
exchange and commodity futures contracts is
calculated on the basis of a comparison
between the forward (futures) contract value
applicable at the balance sheet date for the
remaining contract term and the contracted
value. In the reporting period, accruals for
contingent losses from pending business
transactions included an amount of € 0.7 million
for negative market values. According to the
imparity principle, positive market values are
not shown in the balance sheet.

7. Valuation units

Currency risks and metal-price risks are coun-
tered by a corporate-wide risk management
strategy.

Currency risks are hedged by forward exchange
transactions. Micro and macro hedges as well as
portfolio hedges are employed in the valuation
of foreign currency positions. Foreign currency
receivables, foreign currency liabilities, firmly
contracted business not yet included in the
balance sheet, transactions expected with high
probability as well as forward exchange
contracts concluded to hedge risks are included
in the valuation units. Basically, opposite changes
in value/cash flows of these underlying and
hedging transactions will presumably balance
completely in the course of the following fiscal
year. Effectiveness of the valuation units
employed is measured by means of the critical-
terms match method.

Receivables (€ 38.6 million), liabilities (€ 17.3
million), firmly contracted business not yet
included in the balance sheet (€ 133.5 million)
as well as transactions expected with high
probability (€ 0.7 million) were included in the
valuation units.

Metal price risks in connection with metal
procurement and metal sales contracts (pending
business) result from the change in the prices

of primary metals, scraps and semi-finished
products between the date of contract conclusion
and performance.

Commodity futures contracts are concluded to
hedge metal price risks. Micro and portfolio
hedges are employed in valuation. Opposite
changes in value of these underlying and hedging
transactions will presumably balance completely
in the future. The effectiveness of the valuation
units employed is measured by means of the
dollar-offset method. Underlying and hedging
transactions are included in the valuation units
with the following market values (futures
contract value applicable at the balance sheet
date compared with the contracted value):

(in € million) Market
Metals 31.12.2010 value
Pending procurement transactions 4.0
Hedged by commodity futures -3.1
Pending sales transactions -7.2
Hedged by commodity futures 7.9

The changes in value of the pending sales and
transactions are hedged over a period of up to
12 months for the valuation units.

8. Contingent liabilities

In view of the business development of the
individual companies towards which contingent
liabilities exist, no related claims are expected
to be raised.

Indirect pension liabilities are not shown in the
balance sheet. The respective missing amount
— € 4.8 million — due to affiliated, non-consoli-
dated companies is included in the contingent
liabilities (liabilities from warranty contracts).



9. Other financial commitments

Financial commitments from long-term contracts
amount to € 846 million. They relate above all
to commodity futures (metal) and commitments
from quantity contracts for which prices have not
yet been finally fixed (purchasing), purchase
commitments under defence contracts, offset
obligations, financing obligations under develop-
ment orders, repayment obligations to pay back
development cost subsidies as well as commit-
ments under rental and leasing contracts.

V

.Notes to the income statement

1. Sales

Sales break down as follows:

(in € million) Total Domestic  Foreign
2010

Corporate Division Metall 850 324 526
Corporate Division Controls 368 100 269
Corporate Division Defence 726 470 255
Corporate Division

Aerosystems 542 318 224
Corporate Division Metering 225 64 161
Services/other 14 14 0
Total: 2,725 1,290 1,435
(in € million) Total Domestic ~ Foreign
2009

Corporate Division Metall 531 198 333
Corporate Division Controls 276 81 195
Corporate Division Defence 693 455 238
Corporate Division

Aerosystems 514 308 206
Corporate Division Metering 177 49 128
Services/other 14 14 0
Total: 2,205 1,105 1,100

Foreign sales are mainly generated in Europe,
Asia and North America.

Notes to the Consolidated
Financial Statements of
Diehl VVerwaltungs-Stiftung
for Fiscal Year 2010

Taking into account the changes to the basis of
consolidation, sales increased by € 433.5 million
over the previous year.

2. Other operating income

Other operating income includes above all
income from the reversal of accruals or from
the use of accruals whose expense items
comprise several income statement items.
Furthermore, income from subsidies, foreign
currency gains, rental and lease income, book
profits from the disposal of assets as well as
income from the reversal of allowances for bad
debt are included.

3. Amortization and depreciation

Non-scheduled depreciation in the amount of
€ 3.2 million was made.

4. Other operating expenses

Other operating expenses mainly include addi-
tions to accruals, expenses relating to internal
operations, expenses for outside labor, sales
expenses, legal and consulting fees, travel and
entertainment costs, currency exchange losses,
insurance contributions, fees to associations,
rent and lease expense.

Other operating expenses include other taxes in
the amount of € 6,442 thousand (previous year:
€ 5,722 thousand).

5. Taxes on income

This item includes corporate income tax, trade

income tax, deferred taxes and comparable
foreign taxes.
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6. Income/expenses relating to other
accounting periods

Other operating income includes income
relating to other accounting periods in the
amount of € 25.4 million, mainly resulting from
the reversal of accruals not made use of.
Personnel-related income not relating to the
accounting period amounted to € 1.8 million.

Expenses relating to other accounting periods
amounted to € 2.6 million.

7. Extraordinary expenses

Extraordinary expenses include an addition to
pension reserves in accordance with Art. 67,
Para. 1, sentence 1 of the Introductory Act to
the German Commercial Code (€ 9.9 million),
the adjustments under other accruals (€ 1.1
million) according to the German Accounting
Law Modernization Act as well as set-up of
accruals for 2 significant legal disputes

(€ 15.4 million).

VII.Other information

1. Explanations concerning the cash flow
statement

The cash flow statement is prepared using the
indirect method according to the German
Accounting Standard 2. Cash and cash equi-
valents include cash in hand, cash at bank and
checks as well as short-term marketable
securities.

The cash flow from operating activities includes
payments of taxes on income in the amount of
€ 34.0 million. Interest expense amounts to
€15.4 million and interest income of € 4.2
million.

Payments to shareholders include distribution of
profits to third-party shareholders as well as
withdrawals for taxation of the shareholders of
Diehl Stiftung & Co. KG.



2. Employees

As of

Staff members Dec. 31, 2010
Corporate Division Metall 2,394
Corporate Division Controls 2,677
Corporate Division Defence 2,964
Corporate Division Aerosystems 2,888
Corporate Division Metering 1,810
Services/other 360
13,093

Apprentices 476
Total: 13,569

Notes to the Consolidated
Financial Statements of
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As of Annual average  Annual average

Dec. 31, 2009 2010 2009
2,418 2,403 2,468

2,254 2,535 2,316

2,927 3,014 3,044

2,410 2,688 2,394

1,411 1,784 1,377

324 358 328

11,744 12,782 11,927

468 430 402

12,212 13,212 12,329

Considering the changes to the basis of consolidation, the total number of employees rose by

459 persons over the previous year. The annual average number of employees increased by 196 persons.

3. Auditor services and fees

(in € thousand)

Group auditor Other auditors
Type
Annual audit 1,177 89
Audit-related services 276 0
Tax consultation services 79 0
Other services 359 3
Total: 1,891 92

4. Information required pursuant to
Art. 314, Para. 1, no. 6 of the German
Commercial Code

Total remuneration for the members of the
Executive Board amounted to € 4,032 thousand
in the reporting period. The emoluments of
former members of the Executive Board and
their surviving dependants amounted to

€ 546 thousand. Pension obligations toward
these persons amounted to € 8,204 thousand.
Remunerations for the Supervisory Board
amounted to € 950 thousand.

5. Special regulations for business
partnerships

Due to their inclusion in the consolidated
financial statements, the following partnerships
are relieved from the obligation to publish their
audited annual financial statements pursuant
to Art. 264b of the German Commercial Code:

Diehl AKO Stiftung & Co. KG, Wangen im
Allgédu, Diehl BGT Defence GmbH & Co. KG,
Uberlingen, Diehl Metall Stiftung & Co. KG,
Réthenbach a. d. Pegnitz, Diehl Remscheid
GmbH & Co. KG, Remscheid, Diehl Réthenbach
GmbH & Co. KG, Nurnberg, Diehl Stiftung &
Co. KG, Nurnberg, Diehl VA Systeme Stiftung &
Co. KG, Uberlingen, OTB Oberflachentechnik in
Berlin GmbH & Co. KG, Berlin, and Sundwiger
Messingwerk GmbH & Co. KG, Hemer.

Nirnberg, April 14th 2011
Diehl Verwaltungs-Stiftung

The Executive Board
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Stock Ownership of the Group
as of December 31, 2010

1. Consolidated Companies

Name and registered office of company

Production and sales companies

Germany

AIM Infrarot-Module GmbH, Heilbronn

DASELL Cabin Interior GmbH, Hamburg

Diehl Aerospace GmbH, Uberlingen

Diehl Aircabin GmbH, Laupheim

Diehl AKO Stiftung & Co. KG, Wangen im Allgau

DIEHL Gas Metering GmbH, Ansbach

Diehl BGT Defence GmbH & Co. KG, Uberlingen

Diehl Metall Stiftung & Co. KG, Rothenbach a. d. Pegnitz

Diehl Remscheid GmbH & Co KG, Remscheid

Diehl Werkzeugbau Seebach GmbH, Seebach

Diehl & Eagle-Picher Gesellschaft mit beschrankter Haftung, Rothenbach a. d. Pegnitz

DynITEC GmbH, Troisdorf

EVB Energy Solutions GmbH, Velbert

EVB IT GmbH, Frankfurt am Main

Gummiwerk Blankenheim GmbH, Blankenheim

HYDROMETER GMBH, Ansbach

Hydrometer Electronic GmbH, Niirnberg

Industriewerke Saar, Gesellschaft mit beschrankter Haftung,
Maschinen-, Fahrzeug- und Aggregatebau, Freisen

JUNGHANS Microtec GmbH, Dunningen

OTB Oberflachentechnik in Berlin GmbH & Co. KG, Berlin

SMH Siiddeutsche Metallhandelsgesellschaft mit beschrénkter Haftung, Niirberg

Sundwiger Messingwerk GmbH & Co. KG, Hemer

Other countries

Diehl Aerospace, Inc., Sterrett / Alabama, USA

Diehl Augé Découpage SAS, Besancon, France

Diehl Controls Integrated Systems Italy S.R.L., Porcia, Italy

Diehl Controls Italia S.r.., Milano, Italy

Diehl Controls Limited, Lincoln, Great Britain

Diehl Controls México S.A. de C.V,, El Marqués / Querétaro, Mexico
Diehl Controls (Nanjing) Co. Ltd., Nanjing, China

Diehl Controls North America Inc., Naperville / lllinois, USA

Diehl Controls Polska Sp. z 0.0., Namystéw, Poland

Diehl do Brasil MetalUrgica Limitada, Sdo Paulo, Brazil

Diehl Hellas Monoprosopi Eteria Periorismenis Efthinis, Athen, Greece
Diehl Iberia Sistemas, S.A., Sevilla, Spain

Diehl (Jinan) Trading Co., Ltd., Jinan, China
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100.0
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Name and registered office of company

Production and sales companies

Other countries (continuation)

Diehl Metall Malaysia SDN.BHD., Melaka, Malaysia

Diehl Metall (Shenzhen) Co. Ltd., Shenzhen, China

DIEHL POWER ELECTRONIC SAS, Siaugues Sainte Marie, France

Diehl SynchroTec Manufacturing (Wuxi) Co., Ltd., Wuxi, Jiangsu, China
ELIN Wasserwerkstechnik Gesellschaft m.b.H., Wien, Austria

Franconia Industries, Inc., Meriden / Connecticut, USA

GRISET SAS, Villers Saint-Paul, France

Hydrometer (Shandong) Metering Co., Ltd., Jinan, China

Junghans T2M SAS, La Ferté Saint-Aubin, France

Mirometr Sp. z 0.0., Cieszyn, Poland

MOM Magyar Optikai Mivek Vizméréstechnikai ZRt., Matészalka, Hungary
Sappel do Brasil Ltda, Recife, Brazil

Sappel SAS, Saint-Louis, France

Swiss Gas Metering AG, Domat / Ems, Switzerland

The Miller Company, Meriden / Connecticut, USA

Management, property and other companies

Germany

Afelixa Grundsticksverwaltungsgesellschaft mbH & Co. Vermietungs KG, Wiesbaden
BERKA Industrie-Handelsgesellschaft mbH, Nirnberg

Comet Pensionsverwaltungsgesellschaft mit beschrankter Haftung, Nirnberg
Dasell Cabin Interior Holding GmbH, Niirnberg

Diehl Aerosystems-Interior-Holding GmbH, Niirnberg

Diehl Aerosystems-Holding GmbH, Niirnberg

Diehl Assekuranz Riickversicherungs- und Vermittlungs-AG, Niirnberg

Diehl Ausbildungs- und Qualifizierungs-GmbH, Niirnberg

Diehl Beteiligungen GmbH, Niirnberg

Diehl BGT Defence Verwaltungs-GmbH, Uberlingen

Diehl Controls Ntirnberg Verwaltungs GmbH, Nirnberg

Diehl Defence Holding GmbH, Uberlingen

DIEHL Informatik GmbH, Niirnberg

Diehl Metal Applications GmbH, Rothenbach a. d. Pegnitz

Diehl Rothenbach GmbH & Co. KG, Niirnberg

Diehl Rthenbach Verwaltungs GmbH, Nirnberg

Diehl Stiftung & Co. KG, Niirnberg

Diehl Track Gesellschaft mit beschrankter Haftung, Nirnberg

Diehl VA Systeme Stiftung & Co. KG, Uberlingen

D O N A R Gesellschaft mit beschrankter Haftung fiir Apparatebau, Niirnberg

Share in
capital

%

100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

94.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0
100.0

0.0
100.0
100.0
100.0
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Stock Ownership of the Group
as of December 31, 2010

1. Consolidated Companies (continuation)

Name and registered office of company

Management, property and other companies

Germany (continuation)

GEBRUDER JUNGHANS GESELLSCHAFT MIT BESCHRANKTER HAFTUNG, Niirnberg
Goma GmbH, Niirnberg

Integra Vermogensverwaltungs- und Beteiligungsgesellschaft mbH, Niirberg
JUNGHANS Feinwerktechnik Verwaltungs GmbH i.L., Schramberg

Junghans - Stahl Gesellschaft mit beschrénkter Haftung, Niirmberg
Neubrandenburger Fahrzeugwerke GmbH, Niirnberg

OTB Oberflachentechnik in Berlin Verwaltungs GmbH, Berlin

Pyrotechnische Fabrik (PYF) GmbH, Niirberg

Sundwiger Messingwerk Verwaltungs GmbH, Hemer

Other countries
Borg Instruments Inc., Meriden / Connecticut, USA

Hydrometer Verwaltungsgesellschaft mbH, Wien, Austria

2. Affiliated companies

Management, property and other companies

Asian Metering Pte. Ltd., Singapore

Diehl Middle East GmbH, Nirnberg

Diehl Middle East FZE, Dubai, United Arab Emirates

Diehl Propiedades S.A., Buenos Aires, Argentina

Diehl S.A.I.C.F y de M., Buenos Aires, Argentina

Euro Rocket System GmbH i.L., Niirnberg

FFT Fahrzeugbau und Fahrzeugtechnik GmbH, Mainz

GMD German Missile and Defence GmbH, Niirnberg

Heinrich Diehl Gedachtnisfonds Gesellschaft mit beschrénkter Haftung, Niirmberg

,Manusaar” Saarlandische Metallwarenindustrie Gesellschaft mit beschrankter Haftung, Nonnweiler

Mauser-Werke Oberndorf Unterstlitzungskasse Gesellschaft mit beschrankter Haftung, Oberndorf am Neckar

Zehdenick Innovative Metall- und Kunststofftechnik GmbH, Zehdenick
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100.0
100.0
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100.0
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100.0
100.0
100.0
100.0



3. Associated companies (equity accounting)

Name and registered office of company

Diehl Raytheon Missile Systeme, GmbH, Uberlingen

EuroSpike GmbH, Rothenbach a.d. Pegnitz

GIWS Gesellschaft fiir Intelligente Wirksysteme mbH, Nirnberg
LOG Logistik-Systembetreuungs-Gesellschaft mbH, Bonn
PARSYS GmbH, Schrobenhausen

RAM-SYSTEM Gesellschaft mit beschrankter Haftung, Bremen

RTG Euromunition GmbH i. L., Schrobenhausen

4. Participations (share in capital = 20% )

Diehl Kuwait General Trade & Contracting W.L.L., i. L., Dasman, Kuwait
EVB Services GmbH, Essen

HIL Industrie-Holding GmbH, Bonn

JEG Junghans Electronic Gesellschaft mbH i.L., Schramberg

OEM Defence Services SAS, Neuilly-sur-Seine, France

OEMServices SAS, Blagnac, France

PGM Systems Limited, Abingdon, Great Britain

Schramberger Wohnungsbau, Gesellschaft mit beschrankter Haftung, Schramberg

Troisdorf Genehmigungshaltergesellschaft mbH, Troisdorf

Share in
capital

%

50.0
40.0
50.0
25.0
50.0
50.0
50.0

49.0
30.0
333
50.0
20.0
25.0
333
24.1
20.0
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Consolidated Statement of Fixed Assets

of Diehl Verwaltungs-Stiftung

(in € thousand)

. Intangible assets
1. Purchased concessions, industrial
property and similar rights and
assets, and licenses in such rights
and assets

2. Goodwill

3. Prepayments

Il Tangible assets
1. Real property, corporeal rights in real
property and buildings, including
buildings on real property of third parties

2. Technical equipment and machinery

3. Other equipment, factory and office
equipment

4. Prepayments and assets under
construction

. Financial assets
1. Shares in affiliated companies
2. Shares in associated companies
3. Participations
4. Loans to companies in which
participations are held

5. Long-term securities

6. Other loans

Total

Cost of acquisition/manufacture

As of Changes Additions Disposals Transfers Offset As of
Dec. 31,2009 Write-ups (W) Fixed value (F) plan assets  Dec.31,2010
71,836 2,252 9,847 1,390 181 0 82,726
155,192 33,874 0 505 8,681 0 197,242
136 0 587 0 -523 0 200
227,164 36,126 10,434 1,895 8,339 0 280,168
450,484 20,688 6,264 734 2,096 0 478,850
52 (W)
625,831 9,588 21,013 7,043 14,009 0 663,398
396,361 13,452 26,569 21,377 891 0 415,844
52 (F)
23,866 84 15,246 0 -16,653 0 22,543
1,496,542 43,812 69,092 29,154 343 0 1,580,635
52 (W) 52 (F)
14,753 -2,157 12,601 18 -8,681 0 16,498
3,362 0 0 0 0 0 3,486
124 (W)
2,725 33 0 19 -4 0 2,735
7,007 -7,007 0 0 0 0 0
5,840 404 951 646 0 -6,476 167
94 (W)
2717 0 385 0] 0 0 662
33,964 -8,727 13,937 683 -8,685 -6,476 23,548
218 (W)
1,757,670 71,211 93,463 31,732 -3 -6,476 1,884,351
270 (W) 52 (F)
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Amortization/Depreciation

Adjustment depr.

Diff. exchange rate
as of 12/31/ and

Net book value

As of Changes 01/01 BilMoG Additions Disposals Transfers yearly average As of As of As of
Dec. 31, 2009 (without effect on P&L) Write-ups (W) Fixed value (F) exchange rate Dec.31,2010 Dec. 31,2010 Dec. 31,2009
50,370 1,567 0 8,587 1,285 0 2 59,241 23,485 21,466
135,048 838 0 10,572 505 0 0 145,953 51,289 20,144
0 0 0 0 0 0 0 0 200 136
185,418 2,405 0 19,159 1,790 0 2 205,194 74,974 41,746
297,430 6,786 -2,379 12,773 397 205 15 314,447 164,403 153,054
14 (W)
522,307 7,153 0 35,722 6,966 0 63 557,536 105,862 103,524
-743 (W)
311,257 9,648 -3 22,806 19,351 -205 21 324,121 91,723 85,104
52 (F)
1,139 0 0 0 0 0 0 1,139 21,404 22,727
1,132,133 23,587 -2,382 71,301 26,714 0 99 1,197,243 383,392 364,409
-729 (W) 52 (F)
10,920 0 0 0 0 0 0 10,920 5,578 3,833
0 0 0 0 0 0 0 0 3,486 3,362
2,065 0 0 21 0 0 0 2,086 649 660
0 0 0 0 0 0 0 0 0 7,007
302 0 -34 0 0 0 0 6 161 5,538
-262 (W)
0 0 0 50 0 0 0 50 612 2717
13,287 0 -34 71 0 0 0 13,062 10,486 20,677
-262 (W)
1,330,838 25,992 -2,416 90,531 28,504 0 101 1,415,499 468,852 426,832
-991 (W) 52 (F)
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Residual

Terms of Liabilities

as of December 31, 2010

(in € thousand)

Liabilities:

. Liabilities due to banks

. Advance payments received

. Trade payables

. Payables due to affiliated companies

. Payables due to companies in which
participations are held

6. Other liabilities

u B~ W N —

Total:

Auditor’s Report

We have audited the consolidated
financial statements prepared by Diehl
Verwaltungs-Stiftung, Nuremberg,
comprising the balance sheet, the
income statement, statement of changes
in equity, cash flow statement and the
notes to the consolidated financial
statements, together with the Group
management report for the business
year from January 15t to December 31st
2010. The preparation of the consoli-
dated financial statements and the
Group management report in accordance
with German commercial law and
supplementary articles of incorporation
is the responsibility of the parent Foun-
dation‘s Board of Managing Directors.
Our responsibility is to express an
opinion on the consolidated financial
statements and the Group management
report based on our audit.

We conducted our audit of the consoli-
dated financial statements in accordance
with § (Article) 317 HGB (,,Handels-
gesetzbuch*: ,,German Commercial
Code*) and German generally accepted
standards for the audit of financial
statements promulgated by the Institut
der Wirtschaftsprifer (Institute of Public
Auditors in Germany) (IDW). Those stan-
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Of which with a Of which with a Of which with a

residual term of residual term of residual term of

Total up to 1 year 1to5years more than 5 years
172,467 117,448 39,100 15,919
224,358 199,273 25,085 0
221,362 221,127 235 0
281 0 0
64,695 64,073 540 82
212,341 200,826 9,470 2,045
895,504 803,028 74,430 18,046

dards require that we plan and perform
the audit such that misstatements
materially affecting the presentation of
the net assets, financial position and
results of operations in the consolidated
financial statements in accordance with
(German) principles of proper accounting
and in the Group management report
are detected with reasonable assurance.
Knowledge of the business activities and
the economic and legal environment of
the Group and expectations as to
possible misstatements are taken into
account in the determination of audit
procedures. The effectiveness of the
accounting-related internal control
system and the evidence supporting the
disclosures in the consolidated financial
statements and the Group management
report are examined primarily on a test
basis within the framework of the audit.
The audit includes assessing the annual
financial statements of the companies
included in consolidation, the determina-
tion of the companies to be included in
consolidation, the accounting and conso-
lidation principles used and significant
estimates made by the Foundation‘s
Board of Managing Directors, as well as
evaluating the overall presentation of
the consolidated financial statements

and the Group management report.
We believe that our audit provides a
reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion based on the findings of
our audit, the consolidated financial
statements comply with the legal
requirements and supplementary
provisions of the articles of incorporation
and give a true and fair view of the net
assets, financial position and results of
operations of the Group in accordance
with (German) principles of proper
accounting. The Group management
report is consistent with the consoli-
dated financial statements and as a
whole provides a suitable view of the
Group‘s position and suitably presents
the opportunities and risks of future
development.

Munich, May 12th 2011

PricewaterhouseCoopers
Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

Karlheinz Gohel
Wirtschaftsprifer
(German Public Auditor)

Franz Wagner
Wirtschaftsprifer
(German Public Auditor)



Report of the Supervisory Board

During 2010, the Executive Board regularly
informed the Supervisory Board about the
course of business, the situation of the
corporate group and important individual
business transactions. The questions and
decisions resulting from this reporting were
discussed comprehensively in meetings. The
Supervisory Board was especially concerned
with the corporate group‘s market orientation
as well as its financial and earnings situation.
For these questions, the Supervisory Board
again received the Advisory Board'‘s esteemed
advice.

The Advisory Board comprises:

Prof. Dr. Nikolaus Schweickart,

Chairman,

Chairman of ALTANA Kulturstiftung GmbH
and former CEO of ALTANA AG

Dr. Hans-Joachim Kruger,
Deputy Chairman,
former President of USINOR Achats,

Dr. Klaus Maier,
Management Consultant

The Consolidated Financial Statements and the
Group Management Report of Diehl Verwal-
tungs-Stiftung were audited by Pricewater-
houseCoopers AG Wirtschaftsprifungsgesell-
schaft and certified without qualification. The
Supervisory Board has taken note of the audit
result.

The Supervisory Board would like to express its
thanks to the Advisory Board, the Executive
Board, the members of the Works Councils and

all employees of the corporate group for the
work performed in the past fiscal year.

For the Supervisory Board

Claus Manz-Siebje
Chairman

Ndrnberg, May 19, 2011
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1902

1907
1914
1916
1917

1920

1934

1938

1939
1945
1946
1950
1952
1953
1955
1957

1958

1959

1960
1962

1963

1966

1967

1972

From the History of
the Diehl Corporation

Margarete and Heinrich Diehl open an art
foundry

Birth of Karl Diehl on the 4th of May
Production of cast brass rods begins
First production of shells due to the war situation

Construction of a metal, casting and pressing
plant

Construction of a modern extrusion press for
producing rods and tubes

Mass production of mechanical precision
products

Construction of a new brass mill in Rothenbach
a d Pegnitz

Classification as a war-relevant company
Demolition/Resumption of civil production
Production of clocks and watches resumed
Start of calculator production

Foundation of ““Heinrich Diehl Memorial Fund*
First production of time switches

Defence production starts

Acquisition of the majority share in Junghans AG,
Schramberg

Acquisition of Sundwiger Messingwerk KG,
Hemer

Acquisition of the Remscheid Backhaus foundry
— Start of track production

First aviation activities in the maintenance sector

Development and production of the world's first
battery clock, the legendary “mini clock*

Takeover of the Mariahttte foundry

Start of the Data Technology and Text Systems
business line

Market introduction of the four-mode calculator
“transmatic”

Opening of the first fully continuous double line
casting plant for brass

Presentation of the freely programmable
electronic calculator “‘combitron”

First serially produced large quartz clock by
Junghans in Germany

Electro-mechanical table calculators are phased
out

Sports clocking systems by Junghans take the
times of Olympic athletes in Miinchen

1973

1975

1977

1979

1981

1984

1985

1986

1987

1988

1989

1990

1992

1993

1994

1995

1996

Foundation of the business unit Timers and Data
Equipment

Majority shares in CTM Computer Technik
Miller GmbH, Konstanz

Acquisition of majority shares in Eurosil, the lea-
ding manufacturer of electronic integrated circuits

Development of plug-in timers starts

Takeover of Emde KG — Begin of rubber/rubber-
metal production in Blankenheim

Presentation of a fully electronic stove timer at
the Domotechnica trade show in Kéln

Takeover of Mauser Werke Oberndorf GmbH,
including Comet GmbH, Bremerhaven, and of
Metaalwaren-Fabriek Tilburg B. V.

Construction of a new strip rolling mill at
Sundwiger Messingwerk

Development of the world‘s first solar clock and
development of a radio-controlled clock at
Junghans

Opening of the new development center at
Rothenbach a d Pegnitz

Acquisition of FFG Flensburger Fahrzeugbau
Gesellschaft mbH

Sale of CTM Computertechnik Muller GmbH

Founding of the Karl-Diehl-Stiftung (foundation)
for Needy Persons

Commissioning of the automated MLRS
assembly line in Mariahutte

Acquisition of Bodenseewerk Geratetechnik
GmbH (BGT), Uberlingen

Inauguration and production start of the new
Controls Division facility in Nurnberg,
DonaustralRe

Junghans presents the world‘s first analog
radio-controlled watch

After the reunification of Germany, Junghans
founds Eurochron GmbH in Thuringia

The world's first radio-controlled solar watch
by Junghans

Diehl acquires IWS Industriewerke Saar GmbH,
Freisen

Acquisition of VDO Luftfahrtgeréte, Frankfurt,
through Diehl's subsidiary BGT

Successful test of the first autonomous radar-
guided all-weather antitank submunition
delivered by an artillery rocket

Diehl takes over AKO-Werke GmbH & Co. KG,
Wangen

Sale of Mauser-Werke, Oberndorf, begins

Production start for newly developed cadmium-
free and environmentally friendly trolley wire for
Deutsche Bahn AG

Market introduction of the first radio-controlled
solar watch with ceramic case

Diehl and Lockheed are selected as partners for
the implementation of a 120 mm terminal gui-
dance mortar program by the US-Army

Successful demonstration of IRIS-T performance

Introduction of a wireless system for consump-
tion recording in apartments



1997

1998

1999

2000

2001

2002

2003

Dieflﬂ acquires the French Griset S.A., Villers St.-
Pau

BGT acquires a 50% share of AEG Infrarot-
Module GmbH, Heilbronn

With the first firing of a guided MLRS rocket
worldwide, the Ammunition Division proves the
system features “increased range” and “hit
accuracy improvement”

German Procurement Agency places an order
with the Diehl Joint Venture GIWS for produc-
tion of the SMArt 155 sensor-fuzed munition

Karl Diehl sets up a famiI% foundation — the
company is renamed Diehl Stiftung & Co.

Commissioning of the new indirect extrusion
press at the Rothenbach site

300 years Sundwiger Messingwerk

Development contract for multi-national Guided
MLRS program is signed

Divestment of Aero-Dienst GmbH to ADAC

Restructuring into four divisions:
Metall, Controls, Gerate and VA Systeme

Commissioning of the strip cutting center in
Shenzhen, China

Lockheed Martin and Diehl found Euro Rocket
System GmbH, Nurnberg, a joint venture for the
development of a guided MLRS rocket

Go-ahead for SMArt 155 production

Acquisition of The Miller Company by Diehl
Metall

Membership in the German industrial foun-
dation “Remembering, Responsibility and the
Future”

Foundation of Diehl Avionik Systeme GmbH,
Uberlingen

Alliance for anti-ship missiles with the swedish
SAAB Group

Foundation of Diehl Controls Polska Sp.z.0.0.,
Namyslov

Sale of the Junghans Group to EganaGoldpfeil

Sale of Flensburger Fahrzeugbau Gesellschaft,
closure of Neubrandenburger Fahrzeugwerke
and concentration of repair business at
Industriewerke Saar in Freisen

Diehl-owned fund (previously established in
1997) settlement to provide financial assistance
to former forced labor convicts

Merger of the defence activities within the
VA Corporate Division

100 years Diehl

Karl Diehl transfers the chairmanship of the
Supﬁlrvisory Board to his eldest son, Werner
Die

The large-scale investment project for rod
manufacturing is complete at Diehl Metall in
Rothenbach

The construction of the new strip rolling mill
begins at Sundwiger Messingwerk

Establishment of Diehl Controls North America

The German Parliament ratifies the IRIS-T
pr(gec_t. BGT is awarded the series-preparation
and pilotlot contract

Hydrometer group is integrated in consolidated
group

Establishment of Diehl Controls Mexico S.A. in
Querétaro

Establishment of Diehl Synchrotec
Manufacturing (Wuxi) Co. Ltd.

Contract awarded for important work packages
in the Airbus A380 program

2004

2005

2006

2007

2008

2009

2010

2011

Merger of the subsidiaries Bodenseewerk
Geratetechnik and Diehl Munitionssysteme to
form Diehl BGT Defence GmbH

Raytheon and Diehl found the joint company
Diehl Raytheon Missile Systeme

Foundation of Hydrometer (Shandong) Metering
Co., Ltd. in Jinan, China

Diehl BGT Defence as prime contractor is
awarded the series-production contract for the
6-nation IRIS-T missile program

Internationalization pushed ahead in the Metall
and Controls Corporate Divisions as well as at
Hydrometer

Participation in HIL Heeresinstandsetzungslogi-
stik GmbH

Diehl Luftfahrt Elektronik supplies innovative
lighting technology for the Boeing 787 ,,Dream-
liner* aircraft

Sale of Comet to the British Chemring Group

With acquisition of the minority shares held by
MATRA/EADS (13.3%) in Diehl BGT Defence,
Diehl’s interest increases to 100%

VA Systeme Corporate Division opens
development center in Rostock

Merger of Diehl Avionik Systeme and Diehl Luft-
fahrt Elektronik to form Diehl Aerospace

Foundation of Diehl Power Electronic

OTB Group included in the consolidated entity
Karl Diehl celebrates his 100th birthday
Takeover of Augé Découpage

Sale of Metaalwaren-Fabriek Tilburg

Diehl receives order for development of IRIS-T SL
as secondary missile for the Medium Extended
Air Defence System (MEADS)

Diehl VA Systeme is divided into the new
Corporate Divisions ,,Diehl Defence* and
,,.Diehl Aerosystems*

Diehl Metall starts new steel synchronizer ring
production at Réthenbach

Karl Diehl dies on January 19 at the age of 100

Junghans Microtec bundles fuze activities from
Diehl and Thales

Irmgard Diehl Kinderstiftung (Children‘s
Foundation) is established

Shareholders appoint Claus Manz-Siebje
Chairman of the Supervisory Board

Diehl and Thales take over Airbus plant at
Laupheim

Diehl assembles first RBS15 Mk3 missile in
Germany

Commissioning of new vertical casting facility in
Réthenbach

Establishment of Diehl Metal Applications GmbH
Acquisition of Swiss Gas Metering AG
Takeover of EVB Energie AG

Acquisition of DASELL Cabin Interior GmbH from
Airbus

Hydrometer Group becomes Metering Corporate
Division

Integration of Zehdenick Innovative Metall- und
Kunststofftechnik (ZIMK) into Metall Corporate
Division

Concentration of the vehicle business of Diehl
Defence in the newly established subsidiary
Diehl Land Systems GmbH

Foundation of Diehl Aircabin Hungary in
Nyirbator/Hungary
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