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The Future of Aero Engines is Now.
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The challenges.

The skies are crowded and they are not set to get any less so. Quite the contrary:
Experts predict that the volume of air traffic will doubte by 2020. Gaed prospects
for the aviation industry, but bad news for the enviranment? In order to ensure
that this growth does not come at the expense of our climate and that rising fuel
prices do not affect ticket sales, aircraft and engines must become greener and
more economical. New Ideas and concepts are needed to reduce aviation fuel
consumption, bring down manufacturing and maintenance costs, and make
aircraft quieter and more environmentally compatible.

Since 2002, these objectives have been clearly expressed in numbers: The
targets defined by the Advisory Council for Aeronautical Research in Europe
(ACARE) cali for a 50% gain in fuel efficiency, a 50% cut in carbon dioxide
emissions, and an 80% reduction in the output of nitrogen oxides by the year
2020. Perceived noise levels, too, are to be reduced by half. Aircraft engines will
play a key role in achieving these goals. New technologies and innovative compo-
nents will be needed to meet these demanding requirements, For decades, MTU
has been working on new propuision concepts for the future, and has now
shaped them into a concrete program catled *Claire’ - the company’s answer to
the tomaorrow’s needs.
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MTU’s new
technology program.

When it comes to the issue of climate change, MTU plans to take concrete
action, The aim is to drastically reduce the carbon diexide emissions of engines
in three stages - first by 15, then by 20, and finally by 30% by 2035. These are
the milestones that Germany's leading engine manufacturer has set itself
for the coming years. Together with the futurologists at Bauhaus Luftfahrt, the
engine experts devised a plan of action that resulted in the technology
program Clean Air Engine {Claire), in which a new engine is to be developed.

Claire combines several key components that have already been developed and
tested, or for which proof of principle has been demonstrated, to form an inno-
vative engine concept. It fulfills all expectations concerning energy efficiency
and economic viabitity,

The innovative engine is based on the geared turbofan design, which has two
crucial advantages: It lowers carbon dioxide emissions and generates less
noise. The geared turbofan engine is additionally equipped with a counter-
rotating propfan and MTU's innovative heat exchanger technology, which reduce
its environmental footprint still further.
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The geared turbofan.

5%
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At the heart of MTU’s three-stage concept is the geared turbofan, which promis-
es to reduce carbon dioxide emissions by about 15%. The aim is to reach this
mark by 2015. The key components of the geared turbofan are a high-speed
tow-pressure turbine made by MTU, a high-pressure compressor jointly built by
MTU and Pratt & Whitney, and a gear unit developed specially for this applica-
tion by the italian gear specialist Avio,

What is special about the gear unit is that it decouples the fan from the
tow-pressure turbine, unlike in conventional engines, where the two compo-
nents are rigidly connected to one shaft. This enables each of them to run at
their optimum speeds, thus improving efficiency, lowering fuel consumptien and
consequently reducing carbon dioxide emissions.

In addition, the geared turbofan reduces perceived noise by as much as half. This
is @ clear strength compared o teday's moedern engines, Rather than having
to choose between carben dioxide and noise reduction, the Claire concept
implements both simultanecusly.



2025

Geared turbofan with
counter-rotating propfan.




In the second phase of the Claire program, the aim is to reach a 20% reduction
in carbon dioxide output by 2025. This is to be achieved mainly by equipping the
geared turbofan with a two-stage counter-rotating shrouded propfan.

MTU already developed and tested a fan of this type back in the 1980s. In close
collaboration with scientists at the German Aerospace Center {DLR), it set up
a technology program called Crisp (Counter Rotating Integrated Shrouded
Propfan). The result was a two-stage, counter-rotating propfan which proved
to be highly efficient. Acoustic measurements revealed that the shrouded fan
beats the alternative concept of the open fan hands down in terms of noise
development.

The propfan would have saved a considerable amount of fuet thanks to its high
efficiency, especially on long-haul flights. However, the time was not ripe, as
fuel prices were not a cause for concern back then. This has now changed,
which is why the Crisp concent has become more attractive than ever.
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Geared turbofan
with heat exchanger,

In the third phase, Ciaire will prepare for the final sprint to achieve the goal of
30% less carbon dioxice by 2035. In this phase, the focus will shift to MTU’s
heat exchanger technelogy. The innovative Claire geared turbofan with its
integrated counter-rotating propfan will be retrofitted with a recuperator that
recovers the heat of the exhaust gas stream and feeds it back into the process
cycle upstream of the combustion chamber. In combination with various other
technological features desigred to optimize engine performance - such as the
use of active systems and cooling-air cooling — the heat exchanger is expected
to achieve the final 10% cut in carbon dioxide.

The recuperator is further proof of MTU's power of innovation. The underlying
technology was developed and tested by MTU in the context of a European
techneglogy program called Clean {Component validator for environmentally
friendly aero engine). The Clean program resulted in a new, green engine con-
cept capable of producing fuel savings of 15 to 20%. MTU's heat exchanger,
with its lancet-like exchange tubes, was a major contributing facter. Its advan-
tages are now being put te use in the Claire program - for the benefit of the
enviranment and aviation.




-4

Table of conténts

&3

b
w
&5
a9

v

78
b5
vy

)
0
%
R
2

SR
W\
’)i:(l)

“wp

wE

TElE &ff GRS

Sarnfien) @areattikie G faeel WlEn e
a1l gy hants & B gviey

gl AL

S G QR Clet Hueui,e Clfus
TR WErT W R

Wi WY L SR

Lnrarslls S3dE CERREERIn,

Group mangement report
KheliheratinfeniBRte Rl
fdagtiafsiiation

Rrnlovead

T R e DR e noNt

Bsinsresiprant suoum

MERE R BSATHRRSAT FaP

Et e

P 2R

(R3S rerenafBrr WRGE (ive SRR dERtry
R EACR A RS ECH Al H ORI RS A b AN A T
4 e el Seame s Suln N EE
e il A ond

Consolidated Financial Statements

Crsesor il menre Sefenert
Crongsals sl Bk Mieep

Eroyeretiives! Qplmveg o Cheigee 1oty
ek Comp Mo §8 RAvme

Notes to the Consolidated Financial Statements
s g i G Rty

WG Go O CapEileeiEs A S s
Ayefias (b B Caugiiealiag sbipswe Bt

Crnar teEbrues

Srganmd? ltapriem

et Pty e el e 6 R0 ebie
FssmefiEsan of Qe 1w g e iy Gy abP
% Mo Amrm g Stitn g AT

Tt et At Bapsrs

Cerporate Governance

et Gav oy s Jgp”
WEOREEFEER Corpsssie G
Reginor o it Sugorarrdisorye Barive
iy Bup iy Seel

ClEsepn s o AngP eas
Corsprtagy oF S
fecn A et o 00 i A [T S/ U 8 ]




Selected consclidated financal information and key figures at a glance

Change 2007 2006 2005 20041

in € million (unless otherwise specified) 2007 - 2006

€ million in%

Revenues :;iéar:r;ings o ) T T )

Revenues O N o m:m 159; w;ﬁ i 2,575_.9 2,416.2 2,182.7 1,918.0
thereof: comwn;er;ialand r-nEIIta%y_;—gi;mé_husines;_[-OEKd*)thb.wdw - 7.7!;% 1,599?5 1,483.1 |,43_4._i_3 ,._ _l.§?5.6
thereof: commercial maintenance busiress (MRO) 50.0 5.2 1,004.7 '954.7 766.9 575.9

Gross profit ) ‘ B B ' £3.7 26.6 446.4 A3.52.7- 28—8.(5__ _ _290.4

_El:cis_s_ p_rc_)iit_ in % ‘: ; -_ i . 17.3 ) M'{L . i q13.2 ___i.l_

Earnings before interest, r.ax.- ) ) T ) ) T

-d_EPr_ef:iz?tion_anq aTgrtizal_iop‘(EB'I:I'EA) L 5743 ]7.71 B 392.9 ‘335.{{ o _23_5.3_ _ 2141
_ _E_B_ITE_}A_in % : 15.3 X 13.9 13.5_ i n.2
_ Net profit ) ' ) .65.0 - “:-?3_.0- o 154.1 - 8-9.71 o ;27.8_ T _ oz

Revenues and earnings (adju‘sjedy ) o _ o

Earnings Hefore interest, tax, N S

depreciation and amortization (EBITDA) 74.7 ‘23.5 B 3929 _318.?_ ) _2_3_8.7_ . _._11%5___

EBITDA in % - ' o a 7 15.3 ) 13‘21 ) 10.9 9.L

Underlying net income A 26.4" l 21.;’ 148.2 121.8 o 53.1 13.0

B?'E"Ee sﬁeet o o — . o o

’To;al assetsﬁ - __ o i ‘?9.5 T 33 3-,085.5 ) Z,OBé'n.O 2,808.2 2,713.l__
_Equiry T -1').3 o -OT 5620 _562.3 528?)— ) 217.0

Equity ratig in % ) 18.2 18.8 IB.IE L _L

Financial liabilities ) -12.3 . -3.3_ _ 3265 _ 338_.3 __3_2_6;7 __ﬂf)_

Cash flow T . i

) Ca;h flow from operating activ_ities 2;4 ) 1?.6 236.2 209.? R -2_73.:'3_ . _:»‘2_‘_?__

Cash flow from investing activities? -10.4 =111 -104.5 . -94.1 —83.? . 'SS.LE-,_

) I-:r-ee-: CBST:I fnlnw" o o 16.0 13.;3 i 131.7 . 115‘.7 189.4__‘_'7 13.1

-_"Frlee cash flow .as % o-f rever-lues S h »7 B B 5.1 i 4.é . _é;? o 0.7
Cash flow from financing activities™ B -128.J N -339.BM L _j165.8 _ -37.7 _ -207.5 -1%0.7

jﬂﬂbﬂ_cﬁ_en_\p_loé_s_a_t year—e:d_m e T o o

Conjmercial and military engine busir}ess (_OEM) B -BO__-M‘ 4.610 .“’40 4.805 5;{61_

Commercial maintenance business {(MRO) 18_3 7.8 2,520 2,337 i 2,;2'5 ' vl.948

swedws |

Earnings per share {in €)

Basic (undilut{ed} earni_ngs per sr_'l_are ) 1:31 7 7?9.9 2.95% B 164 . _ 0 6_6_ ___na -
l?iluted earnipgs per share . B . ) 1.19 ___ ;,;2:6_ 2.83 . _an i _ 690_ . n.a
___Divi_de_rsd pe{_share (irl €) o 13.4 . 0.93 0.82 0.73 . ha

Dividend !'ie‘ld i[\ . _—_ o .3 . -2',5.- . o 3;81_;_ _ r;a

Dividend paid (€ million)® 36 8.3 47.2 43.6 40.2 n.a

Cutstanding common stack [no, of shares) at Dec. 31 -2.6 49 50.7 ._ 53.3ﬁ ) ;5.6“ i *“r;‘a B

" Figures lor 2004 exciude proportionate consolidation of MTU Maintenance Zhubai Co. Ltd, China
% Frep cash flow and cash flow from investment 2nd financing activities in 2004 are adjusted by acquisilion of MTU
* Exercised in previous years between purchase of reasury shares and the annual general meeting



Highlights 2007

Eurofighter scores export success

Saudi Arabia has ordered 72 Eurofighter Typhoon. Their EJ200 engines are
being built with the help of MTU. As one of the partners in the Eurojet engine
consortium, the company is contributing the high-pressure and low-pressure
compressors and the DECMU control and monitoring unit. MTU’s share of
revenue from this contract amounts to about € 310 million,

Geared turbofan launched

Together with Pratt & Whitney, MTU is developing an engine for the next
generation of short- and medium-haul aircraft: the geared turbofan. The
engine demonstrator completed its first tests in November 2007 in the
United States, and will enter flight testing in 2008. MTU is contributing
the high-pressure compressor and an advanced high-speed low-pressure
turbine. The launch customer is Mitsubishi Heavy Industries (MHI).

MTU Aero Engines Polska founded

In May 2007, MTU founded a new site in the southeast of Poland. Based
in Rzeszdw, MTU Aero Engines Polska will develop and manufacture stator
and rotor hlades for low-pressure turbines, assemble fow-pressure tur-
bines, and repair parts. Operations will begin in 2009 with a workforce of
100 employees, which will later grow te 400,

Stronger presence in the U.S. military market

MTU has increased its program share in one of the world’s most successful
military engine families, thus strengthening its position on the U.S. military
market. As a risk- and revenue-sharing partner, MTU now manufactures
4.5% of General Electric’s F414 military jet engine (formerly 2.5 %). The
company is also working on its predecessor model, the FA04, with a
program share of 1.5%.

Largest ever maintenance order

MTU has received the largest maintenance order in its history from JetBlue
Airways. A contract signed in 2005 for the maintenance of V2500 engines
was recently extended from ten to fifteen years. lts total value is € 2.4 bil-
lion euros. The engines are being serviced by MTU Maintenance Hannover,







Foreword by the
Chief Executive Officer

Egon Behle
Chiet Executive Qfficer

De;.r &ml«;um/

I have been chief executive officer of MTU Aero Engines since January 1, 2008. My prede-
cessor, Ude Stark, has passed on to me an efficiently run company that is well prepared for
the future, MTU's high reputation rests not only on its technelogical and economic strength,
but also on its motivated and highly trained workforce. The pringipal aim is to expand the
company's excellent market paosition in the commercial and military engine business and
achieve profitable growth.

We have a further improved starting position: 2007 was a successful year for MTU Aero
Engines Holding AG. At € 2,576 billion, our revenues were 6.6 % above the level of the pre-
vious year, and our operating profit (adjusted EBITDA) rose by 23.5 % to € 393 million. MTU
thereby achieved a return on sales of 15.3 %, fully reaching its target margin of 14 to 15%.
You will be pleased to learn that this positive development enables us to offer a dividend
payment of € 0.93 per share to our shareholders; this is an increase of 13% compared
to the previous year.

Qur greatest revenues in the 2007 financial year were generated in the QEM business. In
the commercial engine sector, the V2500 continued its success story. Together with the
CF%, which powers wide-body jets such as the Airbus A330 and the Boeing 747, the engine
for the Airbus A320 family generated some of the highest revenues. In the military engine
business, revenues from the Eurofighter £J200 engine increased. MTU provides state-of-
the-art low- and high-pressure compressor technology and the digital engine control and
monitoring unit (DECMUY} for this engine, cne of the most modern in its category worldwide.

MTU is on the right track with its business model, which covers the entire lifecycle of an en-
gine. We provide support for each engine for several decades — from development, produc-
tion and marketing to maintenance and overhaul. However, the increase in commercial
maintenance revenues in 2007 lagged slightly behind our expectations. This circumstance
can be ascribed to the unexpectedly strong euro and to constraints and one-off effects
occasioned by the introduction of new software and logistics systems and the necessary
process adjustments at MTU Maintenance Hannover.

The averall positive development in the 2007 financial year is an incentive for me and my
fellow members of the Board of Management to continue on our successful course in
2008 and the years to follow. Despite a significantly flatter growth curve, we again expect
to achieve a return on sales in 2008 within our target range of 14 to 15%.




I would like to take this opportunity of thanking all members of the MTU workforce for their
hard work. Their dedication and expertise are the foundation on which the success of our
company rests. | would also especially like ta thank our customers for their loyalty and the
trust they have placed in us throughout the past business year.

One major aspect of MTU's work will be new engine programs for the next few decades, for
the aviation industry is facing tremendous challenges. Market researchers forecast a one-
hundred-percent increase in air traffic by the year 2020. This rapid growth must be mas-
tered without putting any additionat strain on the environment, The aircraft and engines of
the next generation will need to have significantly lower pollutant emissions and be consid-
erably quieter than today's aircraft. Ang these are the very goals of cur central technology
pragram, Clean Air Engine - 'Claire’ for short — in which MTU aims to cut carbon dioxide
emissions from engines by up to 30 % by the year 2035, at the same time reducing
perceived neise levels by half. We will thereby make a substantial contribution to the
political objectives farmulated in the context of the climate debate.

The engine of the future is already taking concrete shape here at MTU. We have been col-
laberating for many years with partners in industry, research and education on the develop-
ment of technologies to support programs that benefit the environment. In five years' time,
we pian to launch an engine on the market that will emit up to 15 % less carbon dioxide and
consume correspondingly less fuel. The planned investment in Prait & Whitney engine pro-
grams for future business and regional jets also forms part of this initiative. Certain impor-
tant decisions concerning this project were taken by MTU shortly before the close of 2007,

MTU can only achieve its long-term goals if it has an efficient, powerful organization. Impact
06, a key program to hoast efficiency al MTU, was concluded last year. Optimizing company
warkflows has enabled us to save € 50 million a year, and further cost optimization is to be
introduced. An important long-term centribution in this context will be made by our new
plant in Poland, where engine parts are to be developed, manufactured and repaired. MTU
plans to invest abeut € 5¢ million there by the year 2010,

MTU once again made a convincing impression on the capital market during the past finan-
cial year: In 2007, the MTU share rose by 13 % to € 40.00, performing better than the index-
es covering the retevant sectors. Following a considerably above-average increase in the
vatue of the MTU share in the first half of the year, the stock market respended more cau-
tiously in the second half-year to stocks whose earnings are relatively strongly dependent
on the dollar exchange rate. This circumstance also impacted ouwr own share price. There
was a positive response to the share buyback program launched in 2006: MTU made use
of its high free cash flow to purchase a total of 7.8 % of the company's share ¢apital at an
advantageous price, particularly in the last two quarters.

Finally, on behalf of the whole Board of Management, | would like to thank you, dear share-
holders. Your trust in us and your investment in MTU are the foundation on which MTU is
able to operate so successfully and to work today on developing the engines of tomorrow.

SIHM% tavkn

Egon Behle




The Board of Management

Egon Behle b, 1955
Chief Executive Officer
since January 2008

An aerospace engineering graduate, Egon
Behle took over the post of Chief Executive
Officer at MTU on January 1, 2008. He
aims te firmly consolidate the company’s
already strong position as a leader in inno-
vation and cost efficiency, thereby ensur-
ing that MTU remains competitive and con-
tinues to be an indispensable partner to
every major manufacturer in the industry
for a long time to come, Cutting-edge tech-
nology that reduces fuel consumption,
cuts fleet operating costs and makes a sig-
nificant contribution to the protection of
the environment is an impartant element
of this strategy. By the year 2035, with the
aid of tried-and-tested technologies, the
company aims ta cut pollutant emissions
by 30 % and reduce noise by half.

Reiner Winkler b, 1961

Member of the Board of Management,
Chief Financial Officer

since May 2005

As Winkler, a graduate in business adminis-
tration, can confirm: The future of any new
technology can only be assured if it is
underpinned by an organization in sound
financial health. Over recent years, MTU has
built up a solid financial position — a basis
for organic growth and possible acquisi-
tions. Mareover, the company has sufficient
financial resources ta invest in essential
research and development work on the next
generation of environmentaily compatible
engines. Such financial strength is the vital
prerequisite to preserving the company's
fong-term competitiveness in the engine
market.




Dr, Rainer Martens b. 1961

Member of the Board of Management,
Chief Operating Officer

since April 2006

Under the aegis of Dr. Rainer Martens, wha
holds a doctorate in mechanical engineer-
ing, MTU is working intensively on new tech-
nclogies for the next generation of aero en-
gines: Future engines must be fuel-saving,
low-pollutant and quiet. One such example
is the geared turbofan engine, which will
play an important part in cutting CO; emis-
sions during the coming decade. MTU is
developing key components for this engine,
including the high-speed low-pressure
turbine - a demonstration of the company’s
strength in innovation.

Dr. Stefan Weingartner b. 1961
Member of the Board of Management,
President and CEQ Commerciat
Maintenance

since November 2007

Commercial maintenance under the lead-
ership of Dr. Stefan Weingartner, who
holds a doctorate in engineering and an
MBA, operates on the principle of “repair
beats replacement”. MTU develops innova-
tive repair technigues that set worldwide
standards. They give several new leases
of life to engine components, making it
possible to reduce the use of new parts.
One example is the “patching”™ method
used in repairing blisks, For the customer,
the use of these repair methods is more
economical than purchasing new parts.
They alsc conserve valuable natural re-
sources.
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The MTU share

Highly volatile stock markets in 2007

The capital markets were exposed to wide fluctuations in 2007. Whereas share prices rose
sharply in the first half of the year, stimulated by positive economic development and good
business results, this upward trend was halted in August when the first impacts of the
subprime crisis in the United States started to be felt. The banking and financial sector was
hardest hit at the outset, but fears started to circulate in the second haif of the year that the
economic infrastructure itself might be in peril. This sense of insecurity was reinforced
by growing signs that the subprime crisis was beginning to affect other industrial sectors,
coupted with the steep decline in the value of the U.S. dollar and record cit prices. This lack
of confidence resulted in a worldwide slump in share prices, which particulasty affected the
industrial sector and the more cyclical branches of industry, with repercussions throughout
the entire mid-cap market.

Qverall, the stock-market gains reported by the share indices in the first six months of the
year were largely absorbed by the losses incurred in the second half of the year. At the end
of December, the MDAX reported a rise of 4.9 %.

Despite the sound health of the aerospace industry, share prices in this sector were drawn
downward by the negative mood prevailing on the stock markets in the second half of the
year. They were particularly affected by the weakness of their key currency - the U.S. dollar
- and by the increasing caost of aviation fuel as a resuit of rising crude il prices. The Dow
Jones Aerospace & Defense Index, which includes companies such as Rolis-Royce, EADS
and BAE Systems in addition to MTU, rose only modestly by 3.1% over the course of the
year.

MTU share performance

The MTU share performed significantly better than the stock market average during the first
half of the year, increasing in value by 43.6 % up to August 1, when it reached an all-time high
of € 50.93. The MDAX progressed by 12.5% over the same pericd, during which the Dow
Jones Aerospace & Defense tndex rose by no more than 4.1%. The abrupt reversal of capital
market trends in August, owing to a general loss of confidence, also heralded a turnaround
in the development of the MTU share. This was compounded by the anncuncement of prob-
lems and delays in connection with the introduction of new software and logistics systems
at MTU Maintenance Hannover. The announced deiays in the delivery schedule for the
Airbus A100M military transport plane, coupled with the generally pessimistic mood of the
capital markets, only served to accelerate this trend in the fourth quarter.

Year-on-year, the MTU share price increased by 12.8 % to € 40.00, thus outperforming the
relevant sector indices.




MTU share performance and trading volume
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Significant increase in trading volume

Throughout the year 2007, investors demonstrated a keen interest in the MTU share during
daily trading on the stack market. An average of 485,000 shares changed hands every day,
which represents a trading volurme of around € 20 million. On peak days, up to 2.53 million
MTH shares were traded on XETRA and the German flocr trading systems. The average trad-
ing velume increased by 74 % compared with the previous year.

in terms of volume of securities traded, MTU ranked 19th out of the 50 stocks quoted in
the MDAX index at year-end 2007, after occupying the 26th place 12 months previously.
Compared to the previous year, the company improved its ranking with respect to market
capitalization, moving up three notches to 19th place in the index. The MTU share has thus
established a firm place in the German mid-cap index.

1
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Year-on-year comparison

e 2007 2006

Highest quoted share price € 5093 € 35.46

. on Aug, 1, 2007 on Dec. 29, 2006
Lowest guoted share price € 31.69 € 22.08
) _onNov. 21,2007 onjune 14, 2006

Year-end share price . %®appo_  €3546 o
“Market capitalization i

at December 31 € 2,200 millien € 1,950.3 million s

Earnings per share .. __€283 i €225

Dividend per share B €093 €087

MTU keenly watched by analysts

The keen interest in MTU demaonstrated by the capital markets is reflected in the growing
number of equity analysts on both sides of the Atlantic regularly menitoring the company's
activities, Six more financial institutions joined their ranks in 2007, bringing the total
number of analysts publishing evalualions to 24. At the close of 2007, 17 of them were
recommending the MYU share as a buy - clear testimeny of its potential to reach new
heights in trading year 2008,

Analysts’ recommendations

2x Sell 8%

5x Hold 2i % 17 Buy /1%

Status: December 31, 2007



International shareholder structure

At the end of 2007, the free float accounted for 100 % of MTU shareholdings. Institutional in-
vestors held approximately 93 % of the shares, while the remaining 7 % were owned by retail
investors. 80 % of the institutional investors are based outside Germany =~ primarily in the
United States, the UK, France, and other EU countries.

MTU thus has a broadly diversified shareholder structure. At December 31, 2007, the stock-
market authorities were in possession of notifications from the following investors wha hold
more than 3% of voting share rights in the company; Schroders Investment Management
(4.9 %}, Fidelity Management & Research (4.2 %).

In the financial year 2007, MTt acquired 4.3 million treasury shares at an average price of
€ 36.61 under its buyback program,

Shareholder struciure according to institutional and retail investors

retail

(123 e - S
7%
Other 26% UK 33%
institutional
investons D
93% France 4%
USA 18%
Germany 19%

MTU estimate, Status: Decembper 31, 2067



Higher dividend

In 2007, MTU shareholders will once again be entitled to share in the company’s profits. The
Board of Management and the Supervisory Board intend to propase a dividend payment of
€ (.93 per share at the Annual General Meeting on Aprit 30, 2008. This represents an
increase of € 0,11 per share or 13.4 % over the previous year. The dividend will be paid out
on May 2, 2008.

Professional awards for MTU investor relations

MTU is a strong advocate of dialog with investors and analysts. In the past year, the compa-
ny made presentations at numerous road-shows and investor conferences in Europe and
the United States, during which a total of over 180 personal meetings with investors also
took place.

MTU's annual Investor and Analyst Day was held on September 21, 2007, at the Hannover
site. More than 50 analysts and investors accepted the invitation to attend the event on the
premises of MTU's largest maintenance plant and join the discussion with the Board of
Management on the company's current business activities and strategic objectives. The
world's most prominent aviation-industry meeting, the Paris Air Show at Le Bourget near
Paris, provided another opportunity to meet with large numbers of investors and analysts.

The MTU Annual General Meeting, which was held in Munich on April 27, 2007, and attended
by an audience representing 55% of the share capital with voting rights, constituted an
important platform for direct dialog with sharehoiders.

MTU received two awards in 2007 for the quality of its invesior relations work. In the com-
petition for the Best IR Germany Awards 2007, organized by the German Investor Relations
Association (DIRK) in partnership with information and technelogy solutions provider
Thomson Extei and the German business news weekly Wirtschaftswoche, MTU was placed
second in the MDAX category. The second commendation came from the I[nstitutional
Investor Research Group {[IRG). In its ranking of European IR services, MTU wan the title of
“Most tmproved IR” in the Aerospace & Defense category.

Full up-to-date information can be found in the investor Relations section of the MTU
website at http:/ /www.mtu.de, where varicus publications, including presentations, Annual
Reports, and quarterly interim Reporis, are also avaitable for downicad. The investor
relations team in Munich will be happy to provide any further information by phone,
at +49 89 1489-8313.



Key MTU share data

Number of shares 55 miilion shares af no-par stock

Type of share chisgered ?h,,af?i ) ~
Equity capital € 55 million

Voting rights One vote per share

German Securities ldentification Number [WKN) AQDO9PT _ .
International Securities identification Number {(1SIN} DEOOOAODQPT_ - _
Stock exchange symbol MTX .

Trading segment Official market segment — Prime standard
Stock-ma-rkel segme;'lt - - MHA;—SU o _ -

Business year Identical with ca_!er)dar_yc_:a_r_ R
Accounting rules IFRS

D-esié-n;tet; s;—aonsor— o S ) ) ) Gt-)I_d;'l.'a—n_S—achs _

Official notices Electronic version of the Federal Gazette

{Bundesanzeiger}
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Corporate social responsibility

Shaping the future

MTU has always demonstrated a sense of responsibility in everything it does. The company
assumes responsibility for the environment and society in the same way as it does in
respect of its products, processes, employees, custemers and partners. MTU is committed
to sustainable development and has a long tradition of going above and beyond minimuem
legal requirements. The main areas in which this commitment is applied are environmental
pratection, human resources palicy and community outreach projects in the neighborhood
of MTU sites,

MTU strives for an open and constant dialog with many different target groups — among
them shareholders, employees and unions, customers and suppliers, local residents, envi-
ronmental interest groups and the media. The company communicates via the internet and
intranet, brochures, flyers and employee and customer magazines. It also communicates
directly with its target groups at events such as trade shows, exhibitions, open days and
discussion forums, In so doing, MTU aims to generate broad public acceptance.

Environmental protection as a business target

Protecting the envirgnment is one of MTU's main objectives and an integral part of its cor-
porate philosophy. The Board of Management considers envirenmental protection to be a
management task and monitors activities and progress on a regular basis. tmplementation
is based on an environmental management system that defines all goals, activities and
respensibilities. This ensures that environmental protection measures are consistently co-
ordinated and monitored across the company, and that the same high standards are applied
at every site.

All of MTU's products and work processes — from development and production to mainte-
nance - are designed to comply with strict environmental protection criteria. The main ob-
jectives are the efficient use of energy, water and raw materials, minimizing noise and emis-
sions, and recycling waste, A conscious use of resources is reflected in MTU's maintenance
philosophy of “"repair beats replacement”. MTU’s highly advanced repair techniques, which
are continually being optimized, enable the company to repair even severely worn parts.
As a result, around 70 % of engine blades can be given a second, third or even fourth lease
of iife, This not only saves the customer money, it also helps reduce the use of valuable
natural resources.

MTU products, too, are constantly setting new standards. For several decades, the company
has been developing new technologies that have increased engines’ fuel efficiency, made
them quieter and lowered emissions. It is partly thanks to MTU that aircraft manufacturers
have been able to reduce the fuel consumption of their products by about 70 % over the
past 5@ years, as well as reducing noise levels considerably. MTU aims to continue this
work, with the aim of making air traffic even cleaner still.




MTU has developed concrete ideas and set them down in its Clean Air Engine {Claire) tech-
nology program, which aims to reduce the CO, emissions of conventional types of engine in
three successive stages, to achieve a totat reduction of 30% by 2035. As well as cutting
carbon dioxide emissions, the innovative engine concept will also reduce perceived noise
by half.

MTU moenitors the implementation and success of its environmental protection activities on
a regular basis through internal audits and management reviews, and has them assessed by
independent auditors. The engine manufacturer complies with all statutory requirements
and has obtained 1S0 14001 and European Ecology Management Audit Scheme (EMAS)
certification. The company publishes regular envirenmenta! statements to inform the public
on current actions, their audit status and results.

MTU employees, too, are kept regularly and exhaustively informed about environmental
issues. By providing comprehensive training, the company hopes to steadity raise their
awareness as part of a continuous process that aims to improve envirenmental protection
standards throughout the company.

Employees ensure MTU's success

MTU's employees are its most valuable resource. Well trained, highly qualified and motivated
employees guarantee outstanding performance and ensurg the company’s success. This
is why MTU offers its 7,100 employees worldwide the best possible benefits and
conditions: performance-related remuneration, flexible working hours, telecornmuting,
targeted HR development, advancement programs for young professionals and women, and
a health service. The company also offers a comprehensive training program that aims to
improve employees’ technical and social skills, and a retirement scheme attuned to modern
requirements, The majority of company sites have sports clubs offering a variety of fitness
classes and special deals with gyms to provide employees with a healthy balance to their
daily work. At MTU headquarters in Munich, daycare services are also offered.

As a global player, MTU strives to maintain close contact with its business partners world-
wide — particularly with the major engine manufacturers Pratt & Whitney, General Electric,
and Rolls-Royce. Thanks to these relationships and its own subsidiaries in Europe, North
America and Asia, the company can offer its employees attractive career oppartunities
abroad. Professional exchange programs with Pratt & Whitney and General Electric are
integral parts of this partnership.



Occupational health and safety ~ A top priority

MTU places a great deal of importance on occupational health and safety. All targets, meas-
ures, roles and responsibilities are defined in a management system, in much the same way
as they are for environmental protection. A special team conducts regular workplace
inspections to guarantee that the prescribed high safety standards are being adhered to.
Awareness campaigns are organized on a regular basis in order to prevent accidents and
reduce the risk of work-related health problems. Internal and external audits regularly eval-
uate the effectiveness and status of all activities and identify areas for improvement.

The company takes a similarly systematic approach to health management, which operates
on two fronts, A permanent medical team takes care of individual employees’ health needs
and deals with all aspects of occupational medicine, preventive screening programs, as well
as general, emergency and environmental medicine. These medical services are comple-
mented by an employee welfare team, which concentrates on helping employees to devetop
their social, communication and inteltectual skills.

MTU strives to continuously improve its health management services. Since 2004, the com-
pany has been a member of the "Enterprise for Health” (EfH) network, in which 19 European
companies have joined forces to promote and strengthen a holistic understanding of health,
which also encompasses the subjects of workforce motivation, corporate cultures based on
partnership, and economic development.

Workplace accidents per 1,000 empioyees
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A family-friendly work environment

MTU aims to provide its employees with a work environment that allows them to strike a
balance between professional and family life. This is made possible through a variety of
work-scheduling models, flexible working hours and telecommuting, Invaluable support is
provided by the "TurBienchen" daycare center at the Munich site, run as a non-profit associ-
ation by a parents’ initiative. The center looks after children aged between six manths and
six years during working hours on weekdays. The company also has a family advice service
that helps MTU staff to find practical solutions to their needs with respect to child-minding
and caring for sick, elderly or handicapped relatives, including an independent agency
service for home assistance.

Promoting the advancement of women

MTU's efforts to develop its employees’ potential are reflected in its comprehensive HR
development activities. In addition to improving their professional skills, emptoyees should
also be able to pursue their personal development. By helping employees to obtain the ap-
propriate qualifications and preparing them for new work content and positions, succession
planning can be carried out in a systematic manner,

The company places a special emphasis on women's professional development. In order to
recruit more women, MTU participates in career fairs and workshops. One highly popular
event is the annual Girls’ Day, which aims to encourage young girls to take an interest in
technical professions. A foundation was set up in 2000 to support young and talented
women pursuing vocational training and post-secondary education in technical subjects.
The foundation offers seminars, perscnality training programs, taster weeks, a one-year
mentoring program and international internships. As part of the "cross-mentoring” program
in Munich, highly qualified female employees are paired up with executives from other com-
panies. In return, MTU managers support successful women from other companies. The
in-house Progetto Donna network, created in 1996, has strengthened the bond among
MTU's female employees. The network organizes discussion forums and training seminars.
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Consistently investing in the future

To ensure a reliable future supply of highly qualified, specialized employees, MTU relies on
internal resources including its own modern training facilities, international internships and
direct contact to engineering undergraduates. The company fosters working ties with
universities and professional associations or institutions such as the Association of German
Engineers (VDI) and the German Aerospace Industries Association (BDLY. The aim is to
share know-how and spark graduates’ and the relevant experts’ interest in the company.

in 2007, MTU provided vocational training to 295 young men and women. In addition to op-
erating a number of apprenticeship schemes, the company cooperates with the Universities
of Cooperative Education in Stuttgart and Benlin as well as Hannover’s University of Applied
Sciences to offer practice-oriented courses of study in business administration, industrial
and mechanical engineering. Since 20085, the new dual system of vocaticnal training, which
alternates on-the-job-training with ciassroom teaching, has alsc been included in the
program,

MTU's multifaceted commitment to its employees produces tangible benefits. The company
not only has committed and motivated employees who meet and exceed MTU's and its
customers” high quality standards on a daily basis, it also has a low employee fluctuation
rate and was ranked as one of Germany's top employers of 2007 and 2008. The "Work and
Family" augit certificate that MTU has been awarded by the Hertie Stiftung is further proof
that the company is an the right track.

Social engagement

MTU’s commitment extends beyond the confines of its sites, reaching into the communities
that surround them. MTU supports local and regional clubs, organizations and institutions
as a patron, sponsor and networker,

For instance, MTU cooperates with a number of schools in the neighborhood of its German
sites, providing students with assignment topics and work experience. The aim is to help
young people choose a career and spark their interest in technology at an early age.

With the "Social Step* program, the company aims to train its executives and raise their
social awareness. This serves both sccial and business interests. It gives managers an
opportunity to immerse themselves in a world far removed from their everyday warking envi-
ronment, thus enabling them to broaden their horizons. Executives spend two weeks work-
ing with social crganizations, such as railway missions, hospices or emergency services for
drug addicts. Their interaction with the disenfranchised helps MTU employees learn more
about their society and themselves. And the organizations benefit from the MTU managers'
volunteer work. In the end, the experience is bengficial for all those involved.




Cooperating with science and research

MTU is also strongly committed to science and research. It actively supports university and
research institute networks that have the same technological focus, In addition, engine
displays are made available to universities, and MTU experts hold lecture series and super-
vise project work, theses and dissertations. Students receive expert support with their
assignments and theses, and outstanding performance is rewarded; Each year, the company
presents the Heilmann Prize to a young scientist who has excelled in the area of engine
technology.

The most recent MTU initiative in the realm of science and research is Bauhaus Luftfahrt, a
non-profit association founded in 2005 as a joint initiative by MTU, the Free State of
Bavaria, EADS and Liebherr-Aerospace. The think tank aims to develop new concepts for
the future of aviation. By applying an interdisciplinary approach, Bauhaus Luftfahrt aims to
intensify cooperation between research and industry.

Cooperations with universities and research institutions
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report




1. The operating
environment

1.1. Corporate structure and business activities

1.1. 1. Business activities and markets

MTU Aero Engines Holding AG {designated below as ‘MTU', 'the group’, ‘the enterprise’ or ‘the company’) with its
consolidated group of companies is Germany's leading engine manufacturer and ranks among the world's largest
manufacturers of aircraft engines. MTU provides support for commercial and mititary aircraft engines throughout
their entire lifecycle: developing, manufacturing, marketing and maintaining them. The company is the world’s
largest independent provider of commercial aero engine maintenance services in terms of revenue.

MTU operates in two principal segments: OEM business — which includes commercial and military engine business,
spare parts for commercial and military engines, and military MRC — and commercial MRQ business,

OEM business

MTU's products for the commerciat aero enging market cover all thrust and power categories and the most impor-
tant components and subsystems. The company designs and manufactures modules and components and carries
out final assembly work on complete engines. The focus of MTU's work on engine modules lies on low-pressure tur-
bines and high-pressure compressors. MTU also develops and manufactures industrial gas turbines {IGT). The long-
established German company partners the world's largest engine manufacturers: General Electric, Pratt & Whitney
and Rolls-Royce.

In the military domain, MTU develops and manufactures engine modules and components, manufactures spare
parts, supervises engine final assembly, and provides maintenance support. As lead industrial partner to the
German armed forces, the company provides service support for virtuatly every type of aero engine in service with
the Bundeswehr. MTU is the German partner in all major military engine programs at European level. On a transat-
lantic level, it has entered the U.S. military market - the largest in the world - through its participation in America's
F414 and F404 engine programs.

MRO business

The MROQ business covers all MTU's commercial maintenance activities, which are organized under the umbrella of
MTU Maintenance. The MTU Maintenance companies operate facilities in all the major markets and as a group are
the world's largest independent MRO service provider, offering an extensive range of services and one-stop solu-
tions, The group repairs and overhauls aircraft engines and industrial gas turbines; its customers include airlines and
stationary gas turbine operators all over the world.
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1.1.2. Organization and locations

Structure of the MTU Group

JAE International
Aerg Engings AG,
Zurich (Swizedand)

EURQJET Turto GmbH,
Hallbergmaos (Germany)

Turbo-Union Lid.,
Bristol {England)

MTU Turbomeca
Roils-Royce GmbH,
Hallbergmoos (Germany}

MTU Jurbomeca
Rolls-Royce ITP GmbH,
Haibergmoos (Germany}

EPt Eusoprep
Ilaternational GmbH,
Muwich (Germany)

100%

EPI Europrop International
Madrid S.L.,
Madnid (Spain)

MTU Aerc Engines Holding AG,
Munich {Germany}

100%

MTU Aero Engines
Finance B.V.
Amsterdam (Netherands)

12.1%

ki

39.96%

33.33%

25%

28%

MTU Maintenance

100% Hanngver GmbH,
Langenhagen {Germany}
00% MTU Maintenance

Berlin-Brandenpurg GmbH,
Ludwigsfelde {Germany)

| sox
PAWC Customer
Service Centre
Europe GmbH,
Ludwigsfelde (Germany)

| 100%
Pratt & Whitney Canada

CSC Africa (Pry) Ltd.,
Lanserfa {(Squth Africa)

50%  Airfoll Services Sdn. Bhd.,
Keta Damansara
{Mataysia)

MTU Aerc Engines GmbH,
Munich (Germany)

MTU Maintenance
Canada Lid.,
Richmond (Canada)

MTU Maintenance
Zhuhai Co, tid.,
Zhuhai {China)

RSZ Beteiligungs- und
Verwaltungs GmbH,
Munich {Germany)

| 100%

Vericor Power
Systems LLC.,
Atlanta (USA)

MTU Aero Engines
Polska Sp. z 0.0,
Rzesziw {Pelang)

100%

100% | 50%

0%

100%

100% |

MTU Aerg Engines
North America Inc.,
Newingtan [USA]

Ceramic Coating
Center SAS,
Paris (France)

MTU Minchen
Unterstiitzungskasse GmbH,
Munich (Germany)

100%

MTU
Versicherungs-
varmittlungs- und
Wirtschaftsdienst GmbH,

Munich (Germany)

100%
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MTU Aero Engines Holding AG and its affiliates are present in the most important markets and regions.

The global network of affiliates and associated companies, the maintenance business and the research and develop-
ment activities are all controlled from the company’s central offices in Munich, which is also the location of its main
manufacturing site. This facility also develops, manufactures, assembies, tests and markets commercial and military
engine components and modules, develops new manufacturing processes and repair techniques, and assembles
and repairs military engines.

All the company's commercial MRO activities are pooled under MTU Maintenance.

MTU Maintenance Hannover, based in Langenhagen, is the targest maintenance plant in the MTU network. It
supports mid-sized and large commercial engines and provides services such as customer training and a 24-hour
service. Langenhagen is also the exclusive location of the final assembly line for the PW6000 engine that powers the
Airbus A318.

Small engines and industrial gas turbines are supported by MTU Maintenance Berlin-Brandenburg, located at Lud-
wigsfelde near Berlin, which also assembles the TP400-Dé production engines for the A40OM military transporter.

in the fast-growing Asian market, MTU has teamed up with joint venture partners in two different countries to im-
prove the partners’ market position: MTU Maintenance Zhuhai is a jaint venture with China Southern Airlines, the
country's largest airline. The company spacializes in the maintenance of V2500 and CFM56 engines. The high
growth rates have made MTU Maintenance Zhuhai Co. Ltd. increasingly important to the MTU group. As a result, the
50% interest in the jointly controlied entity was proportionately consolidated in group financial statements as of
January 1, 2006. Airfoil Services Sdn, Bhd. (ASSB), Malaysia, is a 50: 50 joint venture with Lufthansa Technik. It
repairs low-pressure turbine blades and high-pressure compressor blades. In mid-2007, the company moved into
new, considerably larger premises in Kota Damansara near Kuala Lumpur.

MTU has three affiliates in North America, the world's Diggest engine market. MTU Aero Engines North America
(AENA), based in Newington near East Hartford, Connecticut, develops and manufactures components for joint
MTU/Pratt & Whitney programs such as the PW6000 for the small Airbus A318 and the GP7000 for the mega-Airbus
A380. MTU Maintenance Canada, based in Richmond, specializes primarily in the maintenance of CF6-50 and
CFM56 engines. The third American MTU affitiate, Vericor Power Systerns, markets, sells and supports aero-deriva-
tive gas turbines for marine and industrial applications from its base in Atlanta, Georgia.

In May 2007, MTU founded MTU Aero Engines Polska. The new company will develop, manufacture and repair engine
parts at the new MTU location in Rzeszéw, south-eastern Poland, as of 2009,

MTU is a member of several consortia working on specific engine programs. These are, in the commercial sector,
the International Aero Engines AG (IAE) consortium for the V2500, and in the military sector Turbo Union Ltd. for the
Tornado’s RB199 engine, Eurojet Turbo GmbH fer the Eurofighter's EJ2G0 engine, MTU Turbomeca Rolls-Royce
GmbH for the MTR390 and MTU Turbameca Relts-Royce ITP GmbH for the MTR390 Enhanced, and finatly Europrap
International GmbH (EPI) for the A400M military transporter’s TP400-D6 engine.
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1.1.3. Corporate control, targets and strategy

MTU's strategic goals are unswervingly geared towards strengthening and continuing to expand its position as one
of the world’s leading engine manufacturers and the largest independent provider of commercial MRO services.
The MTU Board of Management, which directs the group's worldwide activities, is responsible for defining and
implementing the corporate strategy. Its key objective is to improve competitiveness and ensure that the projected
growth is actually achieved.

Consolidation of technological teadership

In the light of progressive global warming and spiraling kerosene prices, the development of future generations of
engines focuses more than ever before on erwironmental compatibility and cost-efficiency. MTU is closely cooperat-
ing with partners from research and industry to develop and implement innovative and environment-friendly propul-
sion systems; examples include the geared turbofan and the Clean Air Engine congept. In the engine maintenance
sector, too, MTU plans to consolidate its technological Jeadership by developing innovative and cest-effective repair
techniques.

Participation in the fastest-growing new engine programs

Investment in large-scale programs with a strong growth potential is a key factor in securing the long-term growth of
the company. In the commercial engine business, such programs are the new engine for the aircraft to succeed the
A320 and B737 families and a potential participation in the planned Airbus A350 Ieng-haul airliner. In addition, MTU
will become increasingly active in the large business and regional jet sector (Mitsubishi Regional Jet MRJ) and in the
lower end of the narrowbody sector (Bombardier CSeries) as soon as these aircraft programs have been officially
taunched. In the military sector, along with further export business for existing programs, MTU seeks to gain further
stakes in the U.S, fighter market, MTU is also forging ahead with its preparations for investing in future heavy-lift
helicopter engines. Its commercial maintenance activities are concentrated on increasing the market share of exist-
ing programs and participating in further attractive growth programs,

Improving economic competitiveness

The measures initiated by MTU in 2006 to optimize its economic competitiveness resulted in significant cost savings
in 2007. The company is pressing ahead with the development of its new facilities in Poland and the intreduction of
local centers of competence for engine repairs. Moreover, further steps to boost productivity are being taken in all
sections of the company.

Strengthening core activities by moving into related lines of business

To improve its competitiveness still further, MTU plans to invest to an increasing extent in related products and
services. The component repair sector of the commercial maintenance market was successfully expanded in 2007.
In future, the company will also be offering customized solutions compiled from its full range of services under a
new brand, MTU Aero Solutions.

Investigating the potential for new acquisitions

MTU is constantly investigating the potential for new acguisitions, its primary goal being to strengthen engine devel-
epment and manufacture. It is also seeking new cooperative ventures with major airlines in order to secure access
to attractive maintenance programs and emerging regional markets.




1.1.4, Research and development

Overview of research and development expenses

Change
2007 - 2006 2007 2006 2005

in € million € million in% € million  in% € million  in% € million  in%
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"Including capitalized de cos1s, not included pror to 2007

At € 176.4 million, total expenses for research and development at MTU in 2007 were € 6.5 million or 3.8 % above
the previous year's level, While company-funded R& D increased by € 8.2 million (10.2 %) to € 88.8 million (2006:
€ 80.6 million), the portion of R&D expenses either directly paid or otherwise funded by third-party sources
decreased slightly by 1.9% or € 1.7 million to € 87.6 million (2006: € 89.3 million). Capital expenditure on other,
program-independent technologies was increased by an appropriate amount in 2007 to ensure that the technolo-
gies for the new generation of aero engines in the thrust range between 10 and 30 klb can be rolled out on schedule.
The ratio of research and development to group revenues, at 6.8 %, remained close to the previous year's level of
7.0%.

MTU is developing new commercial aero engines in accordance with the European aviation industry’s voluntary
agreement, the ACARE (Advisory Council for Aeronautical Research in Europe) targets. These targets envisage a
50% reduction in noise, 80% reduction in NOx, along with a 50 % reduction in CC, emissions for the aviation sector,
with engines intended to provide the lion's share of these cuts. MTU has launched its Claire (Clean Air Engine} tech-
notogy program, a three-stage program designed to reduce CO, by up to 30% and halve perceived noise levels by
2035.

Further development of current commercial programs

Even lower emissions are anything but pie in the sky at MTU, with the company already achieving figures well on the
way to meeting the ACARE targets thanks to its aero engine programs currently under development or already in the
marketplace. For instance, the GP7000 powerplant on the A380 offers outstanding low noise and fuel consumption.
MTU is developing key components in the shape of the low-pressure turbine and the turbine center frame, The
GP7000 engine program achieved all the technical objectives at one go, enabling European engine certification
{EASA-EC) to be completed in April 2007. The first production engine was delivered ¢n schedule to Airbus in June. In
December, the A3B0 obtained certification with the GP7000 engine option,

The V25005elect upgrade program was devised as a continuation of the successful V2500 program that powers the
Airbus A320 family. The program optimizes fuel consumption and increases time on wing. The Select version was
successfully built, tested and certified in 2007, In November 2007, the flying test bed program was completed - with
outstanding results enabling on-schedule certification to be completed at the end of 2007. MTU's contribution
includes a modified low-pressure turbine and engine testing.

In the business-jet engine segment, MTU delivered the four-thousandth low-pressure turbine production module to
Pratt & Whitney Canada in 2007. MTU is also ¢onsistently continuing this success story with the development and
certification of a new low-pressure turbine for the PW307. The PW307 engine powers the Dassault 7X into the air.
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Military development programs

The most significant development project in 2007 was the TP400-D6, the most powerful turboprop engine in the
western world, built for the Airbus A400M military transporter. MTU's contribution to this three-shaft engine is the
entire intermediate pressure section, comprising the 1P compressor, IP turbine and spool. It is also developing the
engine and propetler control system in cooperation with French partner Snecma. In the year under review, an engine
was delivered to Airbus to undergo its first flight trials fitted to the airframe of a specially equipped transport
aircraft. The first production engines are already being assembled at MTU Maintenance Berlin-Brandenburg.

A more powerful version of the MTR390 engine - the MTR390 Enhanced - has been developed for the Tiger combat
helicopter. Work on this project continued throughout 2007 and testing began as agreed in the contract.

Commercial and military technologies for the future
Technology development in the commercial aviation sector focused on the geared turbofan concept. This concept
promises a 15% reduction in fuel consumption and more than a 50 % reduction in noise over today's aero engines.

The geared turbofan demonstrator successfully completed its first ground trials in November 2007, meeting all key
performance data - including full thrust. Flight testing in the Pratt & Whitney flying test bed, a Boeing 747, is slated
for 2008, MTU’s contribution includes two key components: the high-pressure compressor and the high-speed tow-
pressure turbine.

The launch customer for the geared turbofan is Mitsubishi Heavy Industries, which intends to fit it exclusively to its
new 70- to 90-seater MR) regional jet. Bombardier too is looking for a more powerful version of the innovative
engine for its new CSeries regional jet with 100 to 130 seats. Both aircraft are due to be launched in 2013. The
geared turbofan would also be an ideal solution for the successor models of the short- and medium-haul aircraft in
the Airbus A320 family, as well as the new-generation Boeing 737,

Military technology development focused on engines for unmanned combat aerial vehicles (UCAV). Consequently,
MTU has been playing a significant role in national and European studies, including the European Technology Acqui-
sition Programme [ETAP). The aim is to leverage and further develop its expertise ~ garnered as part of the E)200
program ~ in compressors and control units as well as in the fietds of monitoring and More Electric Engine. MTU
is also looking to become a pariner for the propulsion unit for a new generation of heavy-lift helicopters.

MTU also taunched a family concept for engine control units that cuts development costs by up to 25%.

In the maintenance sector, MTU developed a trend monitering system within a short time frame. This system is used
to menitor lifecycle parameters of customer aero engines and has been commissioned with MTU Maintenance
Hannover customers, enabling potential faults to be identified early on.

Qver the past few years, MTU has carved out a leading position in the manufacture of blisk rotors {blade-integrated
disks) for compressors. Here the rotor and blades are manufactured from a single piece. Development of the new
precision electrochemical milling (PECM} process has enabled the company to economically manufacture blisk
rotors fram nickel materials - normally very difficult to machine - for the first time. MTU atso intends to make blisks
an option for turbines in future. The associated technologies are being devised in cooperation with the Design and
Manufacturing Competence Center at TU Munich set up in 2006.

MTU is developing cutting-edge technologies in close collaboration with universities, institutes of technology,
research institutions and industrial partners, 2007 saw its network extended further and new strategic partnerships
forged with the University of Stuttgart, RWTH Aachen University, the German Aerospace Center (DLR) and the
Bundeswehr University Munich. Collaboration extends into the specialist areas of turbines, compresseors, engine
technology and More Electric Engine. At the same time, MTU is working with Bauhaus Luftfahrt on visionary aircraft
and aero engine concepts. Greater integration of engines into the aircraft wil), for instance, provide scope for further
reductions in fuel consumption and emissions.



1.2. Review of business

1.2.1, General economic envirenment

The global economy achieved a growth rate of 3.6 % in 2007 - despite the downswing in the U.S. housing market,
the credit squeeze, and higher energy prices. The slowdown in the United States, and to a lesser extent in the euro
area, was offset by dynamic growth most particularly in Asia. Although this left the growth rate slightly below the
2006 level of 4.0%, it is nevertheless within the average trend of the last three years.

The euro's exchange rate against the U.S. dollar - a critical factor for MTU - continued to undergo wide fluctuations
in 2007. MTU took measures to hedge its exposure to exchange risk to the greatest possible extent. In the financial
year 2007, it engaged in hedging transactions totaling U.S. $ 577.0 million {82 % of the company's U.S. dollar
surplus} at an average exchange rate of U.5. $ 1.27.

1.2.2. Industry-specific environment

Conditions were generally good for the airlines in 2007: Air traffic grew substantially, drawing fleet utilization and
airtine profits upwards to higher levels than in 2006. This alsc benefited the engine sector in the form of increased
demand for new engines, spare parts and maintenance services.

According to the Internationat Air Transport Association |ATA, global air traffic on international routes increased by
7.4% in 2007, an even greater rise than the 5.9 % recorded in 2006. Experts estimate that the total volume of nation-
al and international air traffic has increased by around 6.5 to 7.0% compared with the previous year. The worldwide
toad factor increased by 1.0 percentage point to 77.0 %. The growth rate for global freight traffic amounted to 4.3 %,
or slightly below the 4.6 % achieved in 2006. This is attributable to the continuing fierce competition in this sector,
including that of the container shipping industry. Strong economic growth in the Asia-Pacific and Europe caused
passenger and freight volumes in these regions to rise at a higher rate than in North America.

Passenger and freight traffic growth

Revenue passenger Revenue fonng
kitometers (RPK} kilometers (RTK)
{in billions) {in biliions)
3 0.2
+74% 43%
. +5.9% +4,39
2 +7.6% 17% +4.0%
0.1
1
0 0
2005 2006 2007 2005 2006 2007

Sourca: JATA

The price of aviation fuel has soared to new heights: After easing significantly in the first three months of 2007,
it went on to exceed the record level of summer 2006 by the last quarter. The generally improved operating results
reported by the airtines would seem to indicate that the increased energy prices were being passed on to the pas-
sengers. The eight largest carriers in North America moved into the profit zane for the first time in almost ten years.

The issues of most concern to the aviation industry were the imminent need to increase seat capacity, rising fuel
prices, and the economic dangers associated with the housing crisis in the United States and the tightening avail-
ability of credit.
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1.2.3. Major events affecting business performance

Earnings for the financial year 2007 were not affected by any major exceptional factors. Fluctuations in the U.S. doltar
exchange rate, and its more recent steep decline, did not have a significant impact due to the fact that MTU had
hedged approximately 82 % of its U.S. dollar surplus with the aid of forward currency transactions.

1.2.4, Comparison of actuai and forecast business performance

MTU either met or exceeded its forecasts for the year, which were first announced at the annual resulis press con-
ference in March 2007 and subsequently revised upwards. Revenues amounted to € 2,575.9 millicn, very close to
the forecast figure of around € 2,600 million. Higher revenues from the sale of spare parts, attributable to the
growth in air traffic, and rising revenues from the MRO business largely compensated for the losses incurred as a
result of the lower U.S. dollar exchange rate.

The strong demand for spare parts provided a counterweight to receding profits from maintenance activities, so that
in the end MTU was able to report an adjusted operating profit (EBITOA adjusted) of € 392.9 million, ahead of its
final forecast of € 385 million.

The forecast figure of € 120 mitlion for free cash flow was exceeded with a year-end amount of € 131.7 million,

1.3. Overall assessment of business performance

Revenues in 2007 totaled € 2,575.9 million, an increase of 6.6 % over the previous year's figure of € 2,416.2 million,
Adjusted to eliminate the effect of exchange-rate fluctuations, the increase was around 14.5 %. The greatest contrib-
utors to revenues were the commercial spare parts business and commercial MRO.

Adjusted earnings before interest, tax, depreciation and amortization (EBITDA adjusted) are determined by adding
back certain items (depreciation/amortization, write-downs on assets, and the effects of purchase price aliocation
arising from the company's acquisition by Kohlberg Kravis Roberts & Co. (KKR) fram DaimlerChrysler AG) to earn-
ings before interest and tax (EBIT). Group adjusted EBITDA improved in 2007 by a significant 23.5%, rising to
€ 392.9 million (2006: € 318.2 million). Contributing factors were the higher volumne of spare part sales in the com-
mercial engine business and the successful implementation of the current program to boost efficiency and prof-
itabitity. One of the programs implemented in 2007 was Impact0é, which included the optimization of work process-
es at the company's administrative offices in Munich.

Earnings before tax (EBT) improved by 19.2 %, increasing from € 150.5 million to € 179.4 million. The financial
result was negatively affected by the early repayment of the high vield bond and the consequential early payment
penalty amounting to € 19.1 million.

In anticipation of the German Corporate Tax Reform Act, which comes into force in 2008, the company's deferred
tax liabilities were remeasured in the third quarter of 2007 on the basis of the expected new tax rate of 32.6%. The
resulting decrease in deferred tax liabilities (€ 46.8 million) has been recognized in the net profit for the year 2007,

Undiluted earnings per share went up from € 1.64 to € 2.95. The convertible bond issue and the stock option
program for employees (Matching Stock Program, MSP) had a dilutory effect on earnings per share. Including the
potential issue of common stock in connection with these two programs, diluted earnings per share amounted to
€ 2.83 (2006: € 1.64).

Adjusted to eliminate the one-off effects of the purchase price atlogation, adjusted group earnings amounted to
€ 148.2 million, compared with € 121.8 million in 2004. Adjusted undiluted earnings per share in 2007 were € 2.83
(2006: € 2.25). Adjusted group operating profit is based on earnings before tax {EBT), corrected to account for non-
recurring items and the write-down of assets resulting from purchase price allocation arising from the company's
acquisition by Kohlberg Kravis Roberts & Co. (KKR) from DaimlerChrysler AG. The resulting figure for adjusted
earnings before tax (EBT adjusted} is subject to taxation at the anticipated rate applicable in the financial year in
question.




2. Financial situation

MTU year-by-year comparison

Chance
2007 - 2006 2007 2006 2005"% 2004
€ million in%

Income statement

Revenues_ _ ) € million 159.7 o6& __3&7"5_9‘ ﬁj‘-‘ﬂfﬁm _ 34,}542‘.7 1,$18.0
_Acﬁss profjt o o € milli‘on ‘9-3.7 _ 20.? ) 446.4 ) 3_52.7_ i g88.0 290.4
_ Gr_clss rr]argin o 7 7_ % ) o 7 17.3 M.p i 137 __..4_1.511_

Earnings before interest and tax {EBIT) & million 59.5 324 243.3 N IBS.B__ _ i:il.'z_ a1
_E;rnin_g; before ir;tere;t', t;;:. d;pr-evc;aiion o ) 7

ang amortization (EBITDA) € million 573 17.1 392.9 335.6 295.3 214.1

Earnings before interest, tax, depreciation and

_amortization (EBITDA adjusted) ) & million 74.7 23.5 - 392.9A N ﬂa?_ 238.7 172.2

T S S R TR

_Famings before ax (E8T)_ | €milon 289 192 w794 503 586 65
Income taxes E€million 361 588 253 -6l4 258 6.3

JNetprofie .. Smilion 650 730 1541 897 328 2@ 02

_H"'d'{’f}'i‘"g nelirliome } A€ milliirl“ _22.4 . 2_1.7 148.2 . 121_.5_ - 53.1 13.0
Bala-znce s;ﬁwt 'H_ V ‘ .

__NgEurre_m assets _ _ __€ millian _-50.4 H.JS‘Z . A].f_;?‘é.:i’ _A_1.,752.7 _EQ?.I 1,634.5

. _f:ur_re_r]l_af:sets__ N _ i ) € milli9n_ ) 155.9 _”I?.é 1,389.2 1,233m3 - _lﬂl_li_ 1,084.6
Equity € million -0.3 ) -0._1 ) 5@2.9 o 5633 o _5%{5—() Zﬂ

B St T S TS
_Non-currcm liabilities B o __é;‘ m_illi_o_n_ __—2_46._6 - -1?9 L l,]7§.2 ~ _l,gg_z& o _1_,25?.2 1,448_.3_”
Current liabilities € million :_112.4 34.6 1,347.3 1,000.9 1,023.0 1,053.6
Total assets/total equity and liabilities € millien 99.5 3.3 3,085.5 2,986.0 2.808.2 2,719.1
Cash flow statement o
Cash and cash equival_e_nts at year-end €million 349 341 423 1022 220 28.5

_Free cash flow® o € milion  16.0 13.8 137 us7 1894 13.1

N Ca:jh ft_ow from_gperafi_r_\g ac_t_iv!ties' _ € mill_l'_ctl _26.4 i 12:6 236.2 : 2098 }f’ﬁi, 729
Cash flow from investing activities™ € millien -10.4 -1 ) -104.5 -94.1 B @3_.9 _ -59._8

) Investing ratio ) % 4.1 3.9 38 i

—.E;n—ployees o -
Number of employees at yearend Number 53 0.7 7130 7,077 6,930 7417
Share/Dividend

_Undilted eamings per shace (EPS)_ € L 798 295 le4 060 na

X l_)lfu_tt_!d eal_'nin_g_s_per_sllare (_I?E_I_’s)_ o < o I;l‘? N 7_7_2.6_ 2_.83 L ___1_(31 _ __0.60 n.a.

) Diyid_end per sha_re . o € . 0.1 1_3_.4 ] 093 } __D_.Eg _0.2'3___ n.a.
Total dividend® € million 18 B.3 47.2 43.4 40.2 n.a.
Net diﬁvidenﬁd yielﬁj, o % . ) o 23 23 } 72._!} n.a.

" Adjusted due to inclusion of MTU Maintenance 2huhai Go. Lid.

 Free cash flow and ¢ash flow from investing aciinities in 2004 adjusted for MIU acquisition/
excludes proportionate censolidation of MTU Maintenance Zhuhai Co Ltd., China

¥ 2006 reduced by purchase of trezsury shares up to date of Annyal General Mesting
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Corporate control
The group controls its financial situation by means of indicators based on closely interrelated key parameters. These
performance indicators delimit the range in which the group operates in terms of growth, profitability and liquidity.

Interactive relationship between growth, profitability and liquidity

Return
on investment

Profitability

Liquidity

Cash flow Revenues/EBITDA

Growth expressed as revenues and adjusted EBITDA
To increase revenues is the starting point of almost any company's performance ambitions, with the aim of achiev-
ing substantial growth.

Operating profit or EBITDA is the second most important performance indicator, Any increase in EBITDA is a meas-
ure of the enterprise’s short-term business performance and reflects the results of the individual business
segments. Another indicator monitored by the company is the EBITDA margin, which expresses the relationship
petween EBITDA and total revenues. This ratio makes it possible to compare the profitability of differently sized
operating units,

Profitability expressed as return on investment

MTU's aim is to outperform the return on investment expected by lenders and sharehclders on the basis of general
capital-market trends (shareholder return). The expected return is measured as a function of the cost of capital,
averaged to account for both debt capital and equity capital, i.e. the weighted average cost of capital (WACC). The
cost of equity capital is calculated using the capital asset pricing model (CAPM), in which a risk premium to cover
market risk and a beta factor derived from a peer-group analysis are added to the risk-free return. The cost of debt
capital is determined on the basis of the weighted cost of borrowing, which takes into account the deductibility of
the capital costs. The group uses these indicators in two ways: Firstly as a central value-oriented performance indi-
cator representing an absolute measure of the added value contributed by the operating segments and the individ-
val engine programs, and secondly as a key target to ensure that all operating activities will contribute towards
increasing the value of the business. Every investment is required to generate a return (interest} at least equivalent
to the WACC. The business portfolio is optimized by concentrating on those lines of business that can be expected
to produce the highest return on investment in the medium term.
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Liquidity expressed as free cash flow

By optimizing its free cash flow, the company ensures that it will be able to maintain its financial assets into the
future. Free cash flow comprises both elements relating to operating activities (operating profit, changes in current
working capital, and capital expenditure) and unrelated elements (financing expense, share of profit/loss of joint
ventures, and taxes).

The elements of free cash flow

Free cash flow

|
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The enterprise strives to optimize free cash flow by increasing group revenues and operating profit {adjusted
EBITDA}. Additionally, a firm hand is applied in the management of the current working capital (WoC). MTU's busi-
ness activities require high capital expenditure on plant and inventories. Warking capital is hence a crucial indicator
for the group: It is the balance that remains after trade payables and prepayments have been deducted from the
value of inventories, trade receivables and contract production receivables. By observing changes in this indicator, it
is possible to track the way in which working capital varies as a function of business cycles. In order to ensure that
these principles are firmly embodied in the group's organizational structure, senior management has delegated the
immediate responsibility for operating profit, working capital eptimization and capital expenditure to the managers
of the business segments.

As an incentive to business segment managers to focus their full attention on achieving sustainable improvements
in the results of operating activities, senior management has decided that the performance-refated portion of
managers' pay shall be linked to the development of operating profit (adjusted EBITDA) and free cash flow.

A structured system of performance measurement

The group has set up an extensive performance measurement system consisting of numerous different instruments.
To assess the group’s progress in terms of revenues and profitability, senior management and group executives con-
duct monthly checks on how the annual budget is developing. This allows any deviations from plan to be remedied
promptly and also permits new potentials for success to be exploited. In addition, changes in EBITDA margin with
respect to engine programs and commercial maintenance, respectively, are re-appraised at monthly intervals. If any
deviations from target arise, they are analyzed in detail and steps are taken to deal with their cause. As a further
measure, the group’s performance and that of each of the engine programs is evaluated on a quarterly basis and
compared with the performance of MTU’s main competitors (peer group). Each business unit’s utilization of produc-
tion capacity is controlled on the basis of the order backlog.

The factars unrelated to operating activities, such as financing expense and taxes, are controlled centrally by the
group’s treasury and tax departments.
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2.1. Operating results

2.1.1. Group

MTU group profitability has gone up once again. With 6.6 % higher revenues, EBITDA (adjusted) increased to
€ 392.9 million (2006; € 318.2 million), earnings before interest and tax (EBIT) to € 243.3 million (2006: € 183.8
million) and earnings before tax (EBT) 1o € 179.4 millien (2006: € 150.5 million). Net profit for the financial year
2007 rose to € 154.1 million, up from € 89.1 million in 2006. The 2007 figure includes an income item of € 46.8
million (2006: € 0.0 million) arising from the remeasurement of deferred tax liabilities on the basis of the lower tax
rate that is expected to be applied from the financial year 2008 onwards as a result of the reformed corporate tax
laws that enter into force in 2008. Free cash flow increased in line with the positive growth in earnings and healthy
balance sheet to € 131.7 million (2006; € 115.7 million).

Key figures at a glance

Change
2007 - 2006 2007 2006 2005
€ million in% € million  in% € milion in% € million In%
Revenues 159.7 6.6 2,57_';?_ _100.0 2,416.2  100.0 21827 100.0
Gross profit 93.7 26.6 446.4 17.3 352.7 4.6 2089.0 13.2
Operating profit (EBITDA) " 747 235 o 395; h 15.3 8.2 13.2 238.7 10.9
Depreciation/amortization and
nonrecurring items o
Current depreciation/amortization 0.2 40‘.2“_ -80.3 -3 _ ?0__5_ ~ -3.3 L 710 -3.5
_.V\Ete—c;m;'n .nr@t_s r-e-sul-ti;g f'rom PPXﬁ 7 IO.‘: 16.0 54,06 -2.1 -65.0 27 - -84.7 -3.9
Tpemebse e s s o a3 ws 24 o1l
——Nu-nrec—urring items resu_lt-ing_frc;r-n PPA N —\_7.; :IE)OO 17.4 0.7 56.6 2.6
Earnings before interestil-d tax [EBIT) 59.5 324 2433 9.3‘ 183.8 o 131.2 6.0
Financial result S ——:30..6— -91.9 a —63,9~ ?L -33.3 1.4 -72.6 -3.3
Earnings before tax (EBT} 28.9 19.2 1?;.4‘ ) 7.0 150.5 6.2 58.6 2.7
Income taxes 361 58.8 -25.3 -1.0 -6t.4 2.5 -25.8 1.2
Net profit ) 65Ew 73.0 _i B 15;. 1 bI) 89.1 37 32.8 1.5
Undiluted earnings per share in € 1.31 79.9 2.95 1.64 0.60
Diluted earnings per_share in€ 1.1% 72.6 7 2.83 l_l._64 0.60

" Figures for previous periods adjusted to eliminate effects of purchasa price allocation (PPA)




Order backlog and value of MRO contracts {crder volume)

MTU’s order backlog consists of firm orders placed directly by customers which commit the group to delivering
products or previding services. Anticipated future orders under long-term service agreements are not included in
the order backlog for the commercial MRO business. In order to obtain a picture of the economic value of the total
contracted order volume and the corresponding degree of capacity utilizaticn, the figures for the contractual value
of service agreements in the commercial MRO business are stated in a separate line of the financial statements, in
addition to the conventionally defined order backlog for the commercial and military engine business (OEM) and
the commercial maintenance business (MRQ). Further information on the value of orders in the commercial MRO
business is provided in Note 2.1.3. to the consolidated financial statements.

Order backicg and value of MRO contracts in € million"

1,622.5
1,843.8 CEM commargial
5192 1,765.7 1,594.3 "
Iy CEM military
94.7 giass 1.} MRO order backicg
1,717.1 1.590.0 14527 M MRO oraer value
147.5 oum
140, 1 oy
5,044.9
32679 3,656.1
2004 2005 2006 2007 " without consolidation

At December 31, 2007, the group’s total order backleg including the vatue of commercial MRO contracts {group
order volume) amounted to € 8,356.0 million, or € 1,333.4 million (19.0%) above the previous year's figure of
€ 7,022.6 million, The majority of orders in the commercial engine business and in commercial MRO are priced in
U.S. dollars, If translated at the exchange rate in effect on December 31, 2006, the group order volume would have
been € 796.3 million (11.3%) higher, at a total of € 9,152.3 million. in other words, adjusted to eliminate the effect
of the U.S, dollar exchange rate, the increase would have been 30.3 %.

Excluding the value of contracts in the commercial MRO business, the group order backiog amounted to € 3,311.1
million, or € 31.2 million (-0.9%) below the previous year's ievel, following consolidation effects amounting to
€ 0.4 million (2006: € 0.2 million). Using the exchange rate parity prevailing at December 31, 2006, the group order
backlog would have been € 202.2 million higher, rising to a total of € 3,513.3 million, which would represent an
increase of 5.1% compared with 2004.

Orders in the military engine business are priced in euros. The order backlog increased at year-end 2007 by € 141.6
million (9.7 %) to € 1,594.3 million (2006: € 1,452.7 million).

Altogether, the total volume of book orders (order backlog plus value of contracts) corresponds to a workioad of
approximately three years. Exctuding the value of contracts in the commercial MRO business, the order backlog covers
a workload of roughly one-and-a-nalf years, guaranteeing a healthy basic capacity utilization in the years to come,
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Revenues

Group revenues increased in the financial year 2007 by € 159.7 milticn or 6.6% to € 2,575.9 million. Both the
OEM business (commercial and military engines}, with revenues of € 1,599.5 millien (up € 116.4 million or 7.8%
on the previous year) and the commercial MRO business, with revenues of € 1,004.7 (up € 50.0 million or 5.2 %
on 2006) contributed to growth in group revenues. MTU is thus continuing along the same positive trend that has
marked previous years.

Revenues in € millipn

2.575.9
2,416.2
2182.7 o
1,918.0 { ‘] E
l ' I
| i
‘ !
7004 2005 2006 2007

Cost of sales and gress profit

Cost of sales increased by € 66.0 million (3.2 %) to € 2,129.5 million. Due to the fact that cost of sales increased at
a lower rate than sales revenue, gross profit rose to € 446.4 million {2006: € 352.7 million), a year-on-year increase
of € 93.7 million (26.6 %). The gross margin consequently improved to 17.3% (2006: 14.6%).

Research and development expenses

Research and development costs recognized in the income statement amounted to € 84.5 miltion, or € 20.0 million
higher than the equivalent figure in 2006, For a more detailed description of the composition of these expenses and
their allocation to the various business segments, please refer to Section 1.1.4. of this group management report.

Selling and general administrative expenses
Selling expenses increased by € 3.8 million, whereas general administrative expenses remained at around the
previous year's level lincreased by € 0.4 million).

Depreciation and amortization

In 2007, total depreciation and amortization expenses included in the costs by function amounted to € 149.6 million
{2006: € 151.8 million). This includes € 54.6 miltion resulting from the purchase price aliocation (2006: € 67.4 mil-
lion, including impairment on intangible assets of € 2.4 million}. The carrying amount of a license for CF34 repair
techniques employed in commercial enging maintenance was compared with its recoverable amount {present value
of all future cash flows). The recoverable amount was found to be below the carrying amount, and hence an
impairment loss of € 14.7 million was charged in 2007 as an additional amartization expense under ‘cost of sales’,




EBITDA and EBITDA margin

Earnings befare interest, tax, depreciation and amortization {EBITDA adjusted} are determined by adding back
certain items {scheduled depreciation/amartization, and the effects of purchase price allocation arising from the
company’s acquisition) to earnings before interest and tax (EBIT). Despite the impact on operations of the introduc-
tion of new software and logistics systems at MTU Maintenance Hannover in the financial year 2007, EBITDA never-
theless improved by 23.5% to € 392.9 million {2006: € 318.2 million). The programs to boost efficiency and prof-
itability implemented during the period 2004 - 2006 had a positive effect on costs in the administrative
departments, helping the EBITDA margin for the group overal to improve from 13.2% to 15.3 %.

Group EBITDA (adjusted) in € million (margin in %)

@ marginin %
{1 EBITDA adjusted

238.7

M

I, |

172.2 ]

||

2004 2005 2006 2007
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Reconciliation items for EBITDA (2006: EBITDA adjusted)

In the reconciliation of EBIT to EBITDA (adjusted) for 2006, the utilization of R&D provision for the GP7000, PW6000
and PW4084 engine programs was corrected. Moreover, adjustments were made in 2006 with respect to the utiliza-
tion of RAD provision for GP7000 development expenses, restructuring expenses in connection with the Impact06
efficiency improvement program, and a nonrecurring item for gains on sales of land. No such adjustments were
made in 2007

Recongiliation of £BIT to EBITDA (acjusted}
in € million 2007 2006 2005

Earnings before interest and tax (EBIT) 243.3 183.8 1312

+ Depreciation/amortization of:

Intangible assets

- Current amortization 9.7 1_21__ n.7
- Acqu—ls'iﬂ;r‘.-r_etated amortization expense [PPA) . T ”:k i o 42.5 o {2._:5_ ) 42.5
7 52.2 53.3 54.2
N ProE_ert_y, plant and equipment o L
__-(_:u-rrer_nt depreciation L o 70.6 o _-.‘)7_'.8"__ o 65.3
- ﬁcqqis_ition-related qcprecw’aiion expense (PPA) ) 12.1 o 22'4__ _ 42,2
7 o - 82‘.7 90.2 107.5
Total scheduled depreciation/amortization . ) 134.9 145.5 161.7
+ Impairment losses on-: ' T )
intangible ass;ts ) - 4.7 o 2.5 0.5
Property, plant and-equipme;n o o 7 3.8 1.9
Totsl impairment losses 4.7 6.3 2.4
Total depreciation/amortization and impairment losses 149.4 151.8 164.1
EBITDA" 3_923 N 335.6 295.3
- Utiliza_tion of R_&Pﬂrovision o _v B L Aol -38.1“*
_u+AFlesAtLumcturing_ expenses o R o 20;9__ o 2.8
- Allécati;:!n to contingent liabilitles -10.8 -21.3
- Sales of land -10.5
EBITDA {adjusted) 3929 318.2 238.7

" Eamings before intarest, tax, depreciation and amortization

Financial result

MTU's financial result deteriorated in the year under review, increasing by € -30.6 million to a net expense of
€ -63.9 miltion {2004: a net expense of € -33.3 million). This was mainly attributable to the prepayment penalty for
early repayment of the high yield bond in early 2007 amounting to € 19.1 million. Further factors included expenses
in connection with hedging transactiens for nickel and fair value losses on currency holdings due to the lower
exchange rate parity with the U.S, dollar.

Earnings before tax (EBT)
Despite the poorer finangial result, the sharp improvement in operating activities had a positive effect on earnings
before tax (EBT), which increased by € 28.9 million to € 179.4 millien (2006: € 150.5 million).




Income taxes

The German Corporate Tax Reform Act 2008 will enter into force on January 1, 2008, after the draft bill that had
been passed by the lower house of parliament (Bundestag) on May 25, 2007 was approved by the upper house
(Bundesrat) on July 6, 2007. The rate of corporate tax will be reduced from the previous 25% to a uniform rate of
15 % for every type of company, irrespective of whether it retains profits or pays a dividend. The rate used to calcu-
late municipal trade tax expense has been reduced from 5% to 3.5%, and the municipal trade tax expense will no
longer be deductible for corporation tax purposes. The result of these changes is that the combined tax rate (includ-
ing both corporation tax and municipal trade tax) of 40.4% that has applied to the group holding company, MTU
Aero Engines Holding AG, Munich, until December 31, 2007, will be reduced t¢ 32.6% as of January 1, 2008. Conse-
quently, the deferred tax liabilities reported in the consolidated financial statements for 2007, mainly arising from
the company’s acquisition by Kohlberg Kravis Roberts & Co. (KKR) from DaimlerChrysler AG, have been remeasured
at the new, uniform corporate tax rate of 32.6 %, resulting in future tax expense reductions of € 46.8 million which
have been recognized in the income statement.

Group net profit

The reduction in deferred tax liabilities gave rise to deferred tax income of € 46.8 million {2006: € 0.0 million)
which has been recognized in the income statement. Group net profit increased overall by € 65.0 million to € 154.1
million {2006: € 89.1 millien).

Net profit available for distribution

The net profit available for distribution to sharehclders of MTU Aero Engines Holding AG in accordance with the
German Commercial Code amounted to € 47.2 million {2006: € 43.6 million). The average weighted number of out-
standing shares decreased in 2007 as a result of MTU's additional purchases of treasury shares. At December 31,
2007, a total of 4,383,022 shares (8.0% of the share capital) had been bought back. However, due 1o the fact that
the first tranche of shares allocated in connection with the Matching Stock Program (in 2005} reached their exercise
threshold, and thereby 112,612 shares were issued to MTU employees, the total number of outstanding shares at
Decermnber 31, 2007, stood at 50,729,590, The weighted average number of outstanding shares at December 31,
2007 was 52,295,450.

Undiluted earnings per share amounted to € 2,95 {2006: € 1.64). Potential common shares from the convertible
bond and the Matching Stock Program diluted these earnings per share. inclusive of this effect, diluted earnings per
share amounted to € 2.83 (2006: € 1.64).

Dividend increased to € 0.93

in view of the group's goad performance, the Board of Management and Supervisory Board of MTU Aero Engines
Holding AG will propose to the Annual General Meeting on April 30, 2008, that a dividend of € 0.93 per share
showld be paid ~ 13.4 % higher than in 2006. The total dividend will amount to € 47.2 miltion, which corresponds to
72.2'% of the unappropriated profit of MTU Aero Engines Holding AG available for distribution measured in accaor-
dance with the German Commercial Code. The net dividend vield for 2007, based on the year-end closing share
price of € 40.00, is therefore 2.3 %. The resolution relating to the utilization of the company's unappropriated profit
will be taken by the Annual General Meeting on April 30, 2008. The dividend is expected to be paid on May 2, 2008.
A table showing the reconciliation of group net profit with the unappropriated profit of MTU Aero Engines Holding AG,
Munich, available for distribution can be found towards the end of the notes to the consolidated financial state-
ments, under section V.

Dividend payment

0.93

0.82

-@- Dividend per share in €
472 {2 Dividend paid in € million

43.4
40.2 71

2005 2006 2007
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2.1.2. OEM business

Order backlog

The order backlog for commercial and military engines {OEM business) is reporied on the basis of list prices. Given
that grders for spare parts for commercial engines are generally fulfilled within a shart time of their receipt, the
order backlog does not usually contain a substantial volume of sugh orders.

Commercial engine business

The invoiced value of MTU's order book for commercial engines, expressed in U.S. dollars, stood at U.5. § 2,388.5
million at December 31, 2007, and therefore U.5. $ 63.1 million or 2.7 % higher than in 2006, when it stood at U.S. 3
2,325.4 million. The main sources of new orders for MTU were three successful engine programs: V2500 for the
Airbus A320 family and PW300 and PW500Q for business jets. The order backlog for the GP7000 engine remained at
around the previous year's level of approximately LS. $ 900 million despite the cancellation of the freighter version
of the A380, thanks to new orders from Emirates and Air France.

The order backlog for commercial engines, expressed in euros, went down by 8.1% or € 143.2 million to € 1,622.5
mitlion {2006: € 1,765.7 millien) at the end of 2007. This reduction is attributable to the difference in the U.S. dollar
exchange rates applicable at the respective year-end reporting dates,

In purely arithmetical terms, the order backlog corresponds to approximately two years’ production capacity.

Military engine business

In the case of military programs, the customer typically places an order for a fixed number of engines at the time the
production agreement is concluded. For this reason, the full value of the contract flows into the order backlog when
the contract is signed. This order backlog reduces over a prolonged period of time, in line with deliveries.

The backlog of orders for military engines accounted for in euros totaled € 1,594.3 millien at the end of 2007, which
is € 141.6 million (9.7 %} above the previous year's level of € 1,452.7. This was due to new orders from Saudi Arabia
for EJ200 Eurofighter engines to a total value of approximately € 310 million. The order backlog was further boosted

by new orders for F414 /F404 engines for American combat jets.

In purely arithmetical terms, the order backlog represents a full workload for more than three years.

Order backlog for OEM business

Change
2007 - 2006 Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005

million in% million in% million in% million in%
OEM business
Commercial engines 63.1% 27 7,3885% 23254 % 2,175.1%
Commercial engines 143.2€ -8.1 1,6225€ 50.4 1,765.7 € 549 1,843 8 € 53.7
Military engines 141.6 € 9.7 1,594.3€ 496 1,4527€ 451 1,590.0€ 463
Total order backlog -L6 € 0.0 3N68€ 1000 3,214 € 1000 3,4338€ 1000

Revenues
The company generated revenues of € 1,59%.5 million in its OEM business; this represents growth of € 116.4 mil-
lion or 7.8 % compared with 2004,

During the year under review, MTU improved its revenues in the commercial engine business by € 108.5 million to
€ 1,102.0 million. Increased revenues were also achieved with module and component sales for new engines and
with spare part sales. The main factors responsible for this growth were sales of the V2500 {A320), PW2000 (B757,
C-17} and CF6-80C (B747, A300, A310} engines, which have been in production for many years, improved business
with Pratt & Whitney Canada engines, and the first production phase of the GP7000. Adjusted for the effect of the
change in the U.S. dollar exchange rate, revenues would have increased by approximately 21.0 %,




Revenues from the military engine business, at € 497.5 million, increased slightly over the previous year's amount
of € 489.6 million, The ongoing entry-into-service of the Eurofighter Typhoon assures a steady flow of revenue from
the EJ200 engine, while the programmed phase-out of the Tornado fleet by the European air forces is causing RE199
revenues to decline. Revenues were boosted by the MTR390 engine for the Tiger combat helicopter.

Cost of sales and gross profit

Cost of sales includes cost of materials, personnel expenses, scheduled depreciation/amortization, additions/
retirements to/from inventories and the expenses charged to MTU by the consertium leaders for the marketing of
new engines. Cost of sales for the OEM business amounted to € 1,244.1 million for the year, approximately at the
previous year's fevel of € 1,245.0 million. With revenues rising at a faster pace (+7.8 %) than cost of sales, the gross
profitimproved fram € 238.1 million in 2006 to € 355.4 million in 2007, and the gross margin percentage improved
from 16,1% t0 22.2%.

Revenues and gross profit

Change OEM business

2007 - 2006 2007 2006 2005

in € mitlion € million  in%
Revenues - 146.4 ) 7.8 ‘ 1,599.5 1,483.1 1_,;34.8
-_a)ﬁs.i.;f:ai;sr T 0.9 0.1 h ;l-,24-4.| S -1,245.0 -1,232.3
Gross profit 17.3 49.3 o 355.4 238.1 202.5
Gross margin in % 22,2 16.1 14.1
EBITDA adjusted 88.0 40.4 o -3-(;5?_ - 217.7 162.4
EBITDA margin in % 19,4 4.7 1.3

Research and development expenses

MTU's expenses for research and development in the QEM business totaled € 169.6 million in 2007 (2006: € 163.4
million), This sum includes additional expenses related to preparatory development work on technologies for new
programs. For the OEM segment overall, R&D expenditure was financed in roughly equal parts by company funds
and outside funds. Total research and development expenses in 2007 represent 10.6% (2006: 11.0%) of OEM
revenues.

MTU finances most of its development work for the commercial engine business from its own resources. In recent
years, expenditure was scaled up in order to renew product lings and engage intensively in fundamental research.
At € 82.0 million (2006: € 74.1 million), development expenses in 2007 were € 7.9 million or 10.7 % higher than in
the previous year.

Whereas the greater proportion of development activities in 2006 was concentrated on the final phases of work on
the GP7000, the main focus in 2007 was on general work on new techneologies. More details ¢can be found in the
sections entitled “Research and development™ and “Envircnmental report”.

In the military engine business, it is customary for development work to be financed by the customer. in 2007, third-
party expenditure of this nature amounted to € 87.6 million (2006: € 89.3 million). Most of this was spent on the
TP400-Dé6 project for the Airbus A400M military transporter and on the more powerful MTR3%0 Enhanced version of
the engine for the Tiger helicopter.

A more detailed overview of these expenses, including their allocation to the commercial and military business, can
be found in Section 1.1.4. of this group management report.

The R&D provision recognized at January 1, 2004 under iFRS purchase accounting rules to cover liabilities in
connection with the GP7000 engine program was utilized (€ 16.1 million) for the last time in 2006.
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Selling and general administrative expenses

Selling and general administrative expenses for the OEM business in 2007 remained slightly below the previous
year's level of € 78.0 million, decreasing by € 0.6 million (0.8 %} to € 77.4 million. Expressed as a percentage of
revenues, these expenses decreased from 5.3% to 4.8%.

Other operating income and expenses

In 2006, the sale of real estate not essential to the company's core operations resulted in a nonrecurring income
item amounting to € 10.5 million. The net amount of other operating income /expenses in 2007 was therefcre lower
than one year earlier,

Depreciation and amortization

Total depreciation and amortization expenses included in ¢osts by function decreased to € 101.6 million in 2007
{2006: € 116, 1 million). This includes € 46.9 million {2006: € 59.2 million) resulting from the purchase price alloca-
tion,

EBITDA (adjusted) and EBITDA margin

Earnings before interest, tax, depreciation and amortization (EBITDA adjusted) is determined by adding back sched-
uled depreciation/amortization and correcting the effects of the purchase price allocation to earnings before interest
and tax (EBIT). EBITDA (adjusted) for the OEM business increased in 2007 from € 217.7 million to € 305.7 million,
and the adjusted EBITDA margin improved from 14.7 % to 19.1%,

OEM EBITDA in € million {margin in %)

@ margin in %
[ {1 EBITDA (adjusted)
13,3 1624} 077 305.7

| B |

2004 2005 2006 2007

2.1.3. MRO business

Order backlog and value of contracts

The order backlog for commercial MRO consists of arders for work on engines that have been delivered to the
maintenance shop and where failure analysis has been completed. When revenues are recognized from the
orders, the order backiog is reduced accordingly.

Future orders under long-term service agreements, even though they form part of the contract volume, are not
included in the order backlog. Consequently, the order backlog in the commercial MRO business is relatively low.
For this reason, in addition to the narrowly defined order backlog, MTU also discloses in its statements the expected
value of contracts for work on engines for which maintenance agreements are in place.

The short- to medium-term workload can be estimated by adding together the order backlog and the value of con-
tracts. On a purely arithmetical basis, the sum total of order backlog and value of contracts represents a workload
of approximately five years. The majority of contracts in the commerciat MRO business are priced in U.S. dollars.
The order backlog for commercial MRO in 2007 amounted to U.S. $ 139.4 million, which is U.S. $ 24.0 million or
14.7 % lower than the equivalent figure for 2006 of U.S. $ 163.4 million. The value of contracts for engines for which
maintenance agreements are in place increased by 53.2% to U.5. $ 7,426.6 million in the year under review. New
contracts, for instance from jetBlue and Garuda, have helped to boost this figure,




In euro terms, the total order backlog and value of contracts in the commercial MRO business increased by
€ 1,335.2 million (+35.1%) to € 5,139.6 million (2006: € 3,804.4 million) at December 31, 2007. Using the dollar
exchange rate prevailing at December 31, 2006, the total order backlog and value of contracts would have increased
by a further € 605.2 million to € 5,744.8 million {up 51.0 % on the equivalent figure one year earlier).

Order backlog for commercial MRO business

Change
2007 - 2004 Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005

million in% million in % million in% million in%
Commercial engine maintenance
Qrder backlog MRD
Engines deiivered to shop -240% 147 139.43% 163.4 8 1740 §
Order backlog -24.0% 147 139.4 % 163.4 % 17408
Order backlog -204 € 237 7€ 1.8 1241 € 33 1475 € 4.0
Value of MRO contracts
Engines for which maintenance
agreements are in place 2,579.6% 532 74266 % 48470 % 4195.1%
Value of contracts 2,579.6% 53.2 74266 % 484705 431951 %

Value of contracts 13646 € 371 50449€ 98.2

3,6803€ 967 3,556.1 € 96.0

Total order backlog and

value of contracts 1,3352 € 351 5139.6 € 100.0 3,8044€ 1000 3,70346€ 1000

Revenues

MTU’s revenues in the commercial MRO business increased in 2007 to € 1,004.7 million (2006: € 954.7 million).
This 5.2 % increase was achieved in spite of the fact that new software and logistics sysiems were being implement-
ed at MTU Maintenance Hannover during the period under report and despite the unfavorable development of the
U.S. dollar exchange rate. Higher revenues were also reported by the industrial gas turbine operations in Berlin-
Brandenburg and by the Chinese joint venture MTU Maintenance Zhuhai. Adjusted to eliminate the effect of change
in the U.S. dollar exchange rate, the overall increase was approximately 14.8 %,

Cost of sales and gross profit

Due to the introduction of new software and logistics systems in Hannover and the impairment loss recognized
in respect of the CF34 repair license, cost of sales increased to € 915.6 million (2006: € 839.1 million), This 9.1%
increase was faster than the increase in revenues and therefore brought down the gross margin in the commercial
MRO business from 12.1% to 8.9 %.

Revenues and gross profit

Change MR business
2007 - 2006 2007 2006 2005
in € million € million in%

—Re:renu-es T ”50_.0 ) -5.2. h 1,004.7 B -___“954.7 - 766.9
_ Cost of s.ale: ;_ B o -76.5 91 N N -915.6 i -8‘39.1 a -682.8
Grspom _aes w9 e wes B
_Gross r_'nargin_in %_ o ) N o 8.9 - 12-.1 1.0

EBITDA adjusted -15.5 -15.0 879 o 103.4— S B 778
EBI-TDA marg‘in in;—“ ) - a.7 T IDE_B T __IO.I
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Research and development expenses

The main emphasis of development work for the MRO business lies on high-tech maintenance processes capable of
systematically reducing the cost of engine repair and overhaul. In 2007, these expenses totaled € 4.8 million (2006:
€ 6.5 million). Research on the new repair processes has advanced to such a stage that their technical and com-
mercial feasibility has been established, allowing development costs amounting to € 4.3 million for these processes
to be capitalized for the first time in 2007, in accordance with the recognition criteria laid down in 1AS 38.

Selling and general administrative expenses

In 2007, selling and general administrative expenses for the commercial MRO business, at € 41.2 million, rose by
€ 4.3 million (11,6 %) above the previous year's level of € 36.9 million. As a percentage of revenues for this business
segment, this represents 4.1% (2006: 3.9 %).

Depreciation and amortization

Total depreciation and amortization expenses included in costs by function amounted to € 48.0 million in 2007
(2006: € 35.7 million). This includes € 7.7 million (2006: € 8.2 million} resulting from the purchase price allocation.
The carrying amount of a license for CF34 repair technigues employed in commercial engine maintenance was
compared with its recoverable amount (present value of all future cash flows). The recoverable amount was found
to be below the carrying amount, and hence an impairment loss of € 14.7 million was recognized in 2007 as
an additional amortization expense under ‘cost of sales’, and hence reduced earnings of the commercial MRO
business in 2007,

EBITDA and EBITDA margin

Earnings before interest, tax, depreciation and amortization (EBITDA adjusted) is determined by adding back
scheduled depreciation/amortization and correcting the effects of the purchase price allocation to earnings before
interest and tax (EBIT). EBITDA (adjusted) was reduced by € 15.5 million {15.0 %) to € 87.% million as a result of the
additional costs incurred in conjunction with the introduction of new software and logistics systems in Hannover.
The EBITDA margin fell accordingly to 8.7 % (2004: 10.8 %}

MRO EBITDA in € millicn {margin in %)

10,
10.1 0.8
87
7.4
@ marginin%

778 1034 87.9 1 EBITDA {adjusted)
427 i
M B |
2004 2005 2006 2007

2.2. Financial situation

Principles and objectives of financiai management

The main objective of financial management is to ensure a sound financial basis for operating flexibility. The group
employs a number of different financial instruments to attain this flexibility. The company's debt repayment profile
reflects a wide spread of repayment dates and & high proportion of short-term or medium-term loans. A revelving
credit facility (RCF), which is only partly used, provides adequate headroom in terms of the group’s borrowing re-
quirements. The decisive parameters applied when choosing a financial instrument are flexibility, credit terms, and
the existing debt repayment schedule. In addition, the company also strives {o optimize borrowing costs. The
group's corporate departments manage financing arrangements on the basis of the group structure.

Targets for group operating profit {EBITDA) and free cash flow, the key performance indicator, are derived from these
objectives. Whenever MTU takes a major decision to invest in a new engine program, it always assesses the future
impact on free cash flow. The required rate of return is determined using net present vatue techniques. The internal
rate of return (IRR) and the program's net present value are calculated on the basis of future expected cash inflows



and outflows. The discount rate applied is the minimum cost of the investment to the group expressed as the
weighted average cost of capital (WACC). This allows an engine program’s contribution to the overall value of MTU to
be determined at the time that the decision is taken whether or not to join a program.

Performance indicators

Change 2007 2006 2005
2007 - 2004 as % of as % of as % of
€ million in% € million revenues € million revenues € millisn  revenues
Ogerating profit (EBITDA attjusted) 74,7 23.5 392.9 15.3 318.2 13.2 238.7 0.9

Free cash flow 16.0 13.8 131.7 5.1 13.7 4.8 189.4 8.7

2.2.1. Financial analysis

MTU meets its financing requirements through a combination of the free cash flow generated by its operating
activities and through the utilization short- to medium-term financial liabilities.

The € 180.0 millicn convertible bond issued on January 23, 2007 is an important financing instrument that serves
as a supplement to conventional bank lcans. The bond has a par value of € 180.0 million (divided into 1,800 parts
each with a par value of € 100,000} and a term te maturity of five years. The partial bonds can be converted into
registered non-par value common shares of the company corresponding to a proportionate amount (€ 1 per share)
of the company's total share capital.

At a conversion price of € 49.50, the conversion ratio at issue date was 2,020.20 shares. The coupon rate is fixed at
2.75%, payable yearly on February 1. The issuing company is Amsterdam-based MTU Aero Engines Finance B.V,,
created on January 9, 2007 and wholly owned by MTU Aero Engines Holding AG, Munich. The funds raised through
this bond issue have been used by MTU to repay outstanding liabilities in connection with the high yield bond,
including penalties for early repayment and accumulated interest.

MTU owes its favorable financing situation to the mix of funding sources that it employs, good earnings from opera-
tions, its sustainable free cash fiow, and the financial market's positive response to the group's business strategy.
The group has increased its borrowing capacity to € 250.0 miltion on the basis of a revolving credit facility made
available by a consortium of banks in conjunction with agreements that run to March 24, 2010. Direct credit facility
arrangements have been agreed with three banks, each for an amount of € 40.0 million (ancillary facilities). The
funds raised through these lines of credit are intended to finance investment in production facilities and are not
covered by collateral, At December 31, 2007 the group had drawn down € 69.6 million under these banking credit
facilities, Of the remaining € 180.4 million available at the balance sheet date, € 16.5 million had been drawn down
as bank guarantees in favor of third parties. Any credit actually utilized is subject to interest at the Euro Overnight
Index Average (EONIA} rate plus an additional margin. As of December 31, 2007, the MTU and its affiliates had met
all loan repayment and other cbligations arising from financing agreements.

The availability of unused lines of credit increases the scope and flexibility of the group's financing opportunities.

MTU is not a party to any off-balance-sheet transactions which might in any material way affect the company's
present or future financial situation, operating results, liquidity, capital expenditure, assets or capital resources.

2.2.2. Analysis of capital expenditure

Total additions to fixed assets amounted to € 106.1 million (2006: € 114.1 million). This sum includes capital
expenditure on intangible assets of € 14.3 million {2006; € 37,1 million), on property, plant and equipment of
€ 86.5 million (2006: € 77.0 million) and on financial assets of € 5.3 million (2006: € 0.0 mitlion). Income from the
disposal of fixed assets is dealt below with under the subheading "Cash flow from investing activities” {part of the
"Liguidity analysis*).

45




Group mianagens--l, .port

46

Capital expenditure on intangible assets
Additions to intangible assets in 2007 comprise € 9.7 million in the QEM segment (commercial and military engine
business} and € 4.6 million in the commercial MRO segment,

Capital expenditure on intangible assels

Capital expenditure Amartization
Total OEM MRC
in € miition Total OEM MRO Current PPA™ Current PPA" Current  PPA"
2005 9.7 4.9 0.8 12.2 42.5 6.1 370 6.1 5.5
2004 kYA 36.8 0.3 12.8 45.0 6.9 395 3.9 2.5
2007 14.3 9.7 4.4 24.4 425 4.8 37.0 19.6 5.5
Total 57.1 51.4 5.7 49.4 130.0 17.8 13.5 KIN] 16.5

" PPA = Amortization resulting from purchase price allocation in accordance with IFRS 3

In 2006, MTU succeeded in gaining a foothold in the U.S. defense market, the largest in the wortd. The 2.5 % interest
as a risk- and revenue-sharing partner in the F414 engine is the company's first direct participation in a U.S. military
program. In 2007, MTU added a further 1.9 % to its stake in this program, which thus stood at 4.4 % at December 31,
2007, The F414 powers the U.S. Navy's twin-engine F/A-18 Super Hornet combat aircraft, which have been in serv-
ice since 2000. The U.5. Navy currently operates a fieet of 265 such fighters, and has ordered a total of 559 aircraft
of the two types F/A-1BE/F and EA-18G,

MTU has a 1.5% stake in the F404 engine program. This engine is one of the most successful military aero engines
ever, with more than 3,800 in operation worldwide powering different types of aircraft including the F/A-
18A/B/C/D, the Saab Gripen, the KAl T-50 and India's Tejas LCA combat aircraft.

Moregver, the commercial MRO business has developed special repair processes capable of reducing the cost and
increasing the efficiency of engine maintenance. Through this technological advance, the commercial MRO business
has further consolidated its competitive lead, The recognition criteria for this technology were met in the financial
year 2007, allowing capitalized R&D costs amounting to € 4.3 million (2006: € 0.C million) to be recognized within
intangible assets.

Capital expenditure on property, plant and equipment

In 2007, capital expenditure on property, plant and equipment amounted to € 53.7 million in the OEM segment
(commercial and military engines) and € 32.8 million in the commercial MRO business.

Capital expenditure on property, plant and equipment

Capital expenditure Depreciation
Total OEM MRO
in € million Total OEM MRO Current PPA" Current PPA® Current PPA®
2005 B0.0 56.5 23.5 67.2 42.2 46.0 3%.6 .2 6.6
2004 770 55.7 3 7.6 224 50.0 19.7 21.6 27
2007 86.5 53.7 328 70.4 12.1 49.9 99 0.7 2.2
Total 243.5 165.9 77.4 209.4 76.7 145.9 65.2 63.5 1.5

" PPA = Degreciation resu'ting from purchase price allocation in accorgance with IFRS 3



Through its capital expenditure on property, plant and equipment for the OEM business, MTU aims to consolidate
and extend its position as a leading engine manufacturer, imprave efficiency in certain areas of its operations, and
modernize equipment and machinery to state-of-the-art standards.

The most important project to benefit from this expenditure in the commercial MRO segment in 2007 was the con-
struction of a second engine test rig on the premises of MTY Maintenance Hannover. The existing engine test cell in
Langenhagen had reached its capacity limit and offered no possibility for expansion. Work on the construction of the
new test rig commenced in March 2007, It is expected to go inte aperation in mid-2008, and the new facility will be
capable of testing very large engines such as those powering the Airbus A380 {GP7000). Another project involving
significant capita! expenditure was the introduction of new software and logistics systems at the Hannover site,
where they will help to optimize production-related processes and reduce manufacturing costs.

Capital expenditure on financial assets

To enable the company to meet its revenue and employment targets, MTU created the wholly owned subsidiary MTU
Aero Engines Polska Sp. z 0.0., Rzeszéw, Poland, with effect from July 20, 2007, with an initial share capital of
50,000 zloty {PLN). On the basis of a resolution dated September 14, 2007, the sole shareholder, MTU Aero Engines
GmbH, Munich, subsequently passed a resolution dated September 14, 2007 to increase the new subsidiary’s
capital by PLN 20,000,000 to PLN 20,050,000 (consisting of 200,500 shares with a nominal value of PLN 100 per
share). This capital increase has been paid up in full, bringing the total equity investment at December 31, 2007 to
the equivalent of € 5.3 millien,

MTU is pursuing three objectives through the establishment of this new manufacturing site: To reduce development
and manufacturing costs, especially with respect to new programs, to create a more favorable environment for
growth in the supplier industry, and to stabilize the degree of vertical integration, Future growth in the MRO business
will be ensured by balancing capacity between the new site in Poland and the existing sites in Hannover and
Ludwigsfelde. From 2009 onwards, an estimated workforce of 100 employees will develop, manufacture and repair
engine compoenents at the new site.

2.2.3. Liquidity analysis

MTU uses iree cash flow as the indicator of its liquidity. MTU defines free cash flow as cash flow from operating
activities less capitat expenditure on intangible assets, property, plant and equipment, and financial assets, This
cash surplus is principally utilized for the dividend payment, the share buyback program, and the repayment of
financial liabilities.

Consolidated cash flow statement (abridged)

Change

2007 - 2006 2007 2006 2005
in € million € million in%
C_ash flow from operating a(;_ti\;i;i;es T Zb.AWH ‘-2.6# 236.2 209.8 o 273.3
Cash flow-fror;l—ir:ve_sl-ir:lg ac:i—vi:ies o -10.4_ ) --1-1.1 - -104.5- T ‘9;?“ ‘ _-_1_83.9
Free cash flow - 16.0 13.8 B 137 ns.7 189.4
Cash flow from fipincing activities -128.1 . -339.8 R -165.8 -37.7 -207.5
Change in cash provided by continuing a&tiv;tiés -3.0 ) -136.4 A .(;t; T 2.2 N ——.1!.6
Change in cash flow -115.1 -143.5 -34.% 80.2 6.5
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Cash flow from operating activities

Cash flow from operating activities in 2007 amounted t¢ € 236.2 million, or € 26.4 million {12.6 %) higher than the
previous year's tevel of € 209.8 million. in 2007, a high level of advance payments was received from customers in
the commercial and military engine business {OEM) segment. Working capital nevertheless increased owing to the
continuing growth of the commercial MRO business, preparations for GP7000 deliveries and advancing develop-
ment work on the TP400-Dé engine for the A400M military transporter.

Cash flow from investing activities

As stated above in the analysis of capital expenditure, cash flow from investing activities increased by € 10.4 million
{11.1%) to € 104.5 million (2006: € 94,1 million}. This figure includes proceeds from the disposal of fixed assets
amounting to € 1.6 million (2006: € 20.0 million).

Free cash flow

Free cash flow, i.e. cash flow from operating activities less cash flow from investing activities, amounted o € 131.7
million in 2007 {2006: € 115.7 million). In the financial year 2007, the majority of the free cash flow was used to pur-
chase treasury shares under the buyback program for an amount of € 113.6 million (2006: € 42,7 million) and to
cover the dividend payment of € 43.6 million for the financial year 2006 (€ 40.2 millicn for the financial year 2005).
The share buyback program is described in greater detail under Note 27.5. to the ¢onsolidated financia! statements.

Net financial liabilities

The figure reported as “net financial liabilities” represents the difference between gross financial liabilities and cur-
rent financial assets. It serves as an indicator of the MTU group’s overall liquidity. Net financial habilities increased
by € 13.2 million {6.3 %} in 2007 compared with the net figure of € 210.2 million reported at December 31, 2006.
One of the gcontributing factors for this was the lower balance of cash and cash equivalents held at year-end due to
cash outflows from finanging activities [mainly the purchase of treasury shares and payment of the dividend}.

Met financial liabilities"

Change
2007 - 2006 Dec. 31,2007  Dec. 31, 2006 Dec. 31, 2005
in € million € millien in%
Bonds ‘ B L o
Convertibte bond 1673 Fo.o . ler3 i
) l:ig_h yi-eld-bo;j -.:_m “_:' ) ;-1o;; '-100.0 . B4 1684
'“Fi;;r:;al k;l;ﬁt;’.‘;tg banl;s ) -12.9 -11.8 o 9_6_1 . 109.0 57.5
Liabilitifz; to related companies o 7__ o1 0o o ___q.i o 0.3
b;niar:ce Iea-;ili?bjlities ) . -6.8_ -14.0 41.7 __isﬁ_ 53.2
Lo-;n from 't'he prov;nt:e o-f-Bri!ish Columbia to S
MTU Maintenance Canada -0.3 -2.3 12.5 I.ZLE - 14,2
" Derivative financial lasies 89 1000 &% 33
Gross financial debt -12.3 -3.6 326.5 338.8 3267
Cash and cash equivalents -34.9 -;4.1 67.3 o !_02.2 . 2_2:9___
Derivative &nanci-al instruments ’ 9.4 5.6 35.8 264
Net financial liabilities - . 13.2 6.3 o 223.4 20,2 304,7

" Net financial liabilities is an indicator used by leading capital market analysts, and is a common reference in MTU's se¢iar,
How the indicator is defined may vary in other companies




The indicator “relative indebtedness” represents the ratio of net financia! liabilities to EBITDA (adjusted to eliminate
the effect of nenrecurring charges). It improved by 9.2 percentage points to 56.9% (2006: 66.1%) by comparison
with 2006.

Relative indebtedness

Change
2007 - 2006 Dec. 31, 2007  Dec. 31, 2006 Dec. 31, 2005
in € million € million in%
Net financial Habilities 13.2 6.3 223.4 710.2 3047
EBITDA {adjusted) 74,7 23.5 392.9 318.2 238.7
Relative indebtedness in % 56.9 56.1 127.4

" Net financial iabilities / EBITDA (adjusted) (in %)

2.3. Net assets

Total assets increased year-on-year by € 99.5 million or 3.3% to € 3,085.5 million {2006: € 2,986.0 million), while
the equity ratio decreased to 18.2% {2006: 18.8%).

Changes to balance sheet items
The table below shows an overview of the changes in assets, equity and liabilities, giving separate figures for current
and non-current items:

MTU consolidated balance sheet

Change
2007 - 2006 Dec. 31,2007 Dec. 31, 2006 Dec. 31, 2005
€ million in% € millien  in% € million  in% € million in %
_Assets o 3 o o ) i
-No::;:urrent assets o I
o Fixed -a-ssei_s o -50.1 2ﬁ9 - I.ASO.A' 54.8 v 1,739.5 58.3 1,795.4 63.9
Other assets T 63 a7 e9 02 w2 04 XX
o -56.4 -3.2 1,696.3 55.0 1,752.7 58.7 17971 64.0
Current asif_tf ) ) ) L o o
o In:ver{tories Aw: o . 58.8 111 ) 587.8 19.(:‘1_“ . _52_9._0_ i 1_77_’_ N S_ZBi?_ ) 1_8_8__
N Reééivables, co;traic;prorduction o 7 7
receivables, advance payments
and other assets 132.0 2.9 7344 23.8 60Z2.1 20.2 490;?_ ] ﬁjgﬁﬂu
- -Ca;;-and- ca-)s;equ;vaie;wts-' o -34.9 =341 ) 67.3 2.2 o _.152.2— ) 3.4‘ ) 22.0 0.8
155.9 12,6 1,389.2 45,0 1,233.3 41.3 1,011 360
Total a;;:s ] 92__ 3.3 I;ESS 100.70 2,986.0 100.0 2,808.2 1000
“E—;uitlan;ra_bilities ) o e
- Equity and non—-;;.l:rent Iiabilitiesm o . o
 equtyeaptal 03 01 5620 182 5623 188 5280 188
____Deht capital . N o . e
Provisions -23.3 37 614.8 19.9 628.1 Zl.i 6*41;‘2-* Z%L
Liabili{ies o -223.3 —2-8.5 ) 561.4 8.2 784.7 ‘:26.3 ' ;516.0 ‘22.0
- - -246.6 -17.3 ) !,?b.i_— 58._1 1,422.8 477 1,257.2 44.8
-246.9 -12.4 1,738.2 56.3 1,985.1 66.5 1,785.2 63.?
* Corenthabiites S
- Pr_o;i‘s_;on_sv o _'- -_‘ _ ‘.-;Sé.‘]_"‘ ‘2;._1' -:' 299.1 ) 9.7_ ' ‘ “241.6" - Ell;_ _.__ZE.;V _g._o__
__Liabilities T h _2é8.3 3“;‘9 " 1,048‘27 34.0_—-’ *;;9;‘_ 254 798.9 26.4
346.4 34.4 1,347.3 B 43.7 1,000 335 1,023.0 364
Total equity and liabilities B 99.5 3.3 3,085.5 100.0 2,986.0 100.0 2,808.2 100.0
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Asset position and capital structure

Equity and Eguity and
Assets iabilities Assets liabitities
Non-current Equity capital 562.G Non-gurrent Equity capital 562.3
assets 1,696.3 assets 1,752.7
Debt capital 1,176.2 Deb1 capital 1,422.9
. 1
fnventories 587.8 Inventories 529.0
Receivables 734.1 Current Receivables 602.1 Current
liabilities 1,347.3 tiabilities 1,000.9
Cash and cash Cash and cash
equivaients 67.3 , -, } equivalents 102.2 ¢
2007 2006

On the assets side, fixed asseis decreased by € 50.1 million or 2.9 % to € 1,689.4 million (2006: € 1,739.5 million).
Intangible assets were reduced by € 54.5 million, mainly as a result of the amortization of assets identified and
recognized in connection with the purchase price allocation, while property, ptant and equipment ingreased by
€ 1.9 million.

Financial assets went up primarily as a consequence of the equity investment in the newly founded Polish sub-
sidiary. A complete overview of additions to assets can be found in Section 2.2.2. “Analysis of capital expenditure”,

Inventeries increased in the year under review by € 58.8 million or 11.1% to € 587.8 million (2006: € 529.0 miilion).
While inventories of raw materials and supplies rose by € 33.7 million to € 263.9 million (2006: € 230.2 miltion},
work in progress increased by € 19.2 million to € 314.5 million (2006: € 295.3 million}. In total, inventories
accounted for 19.0% of net assets {2006: 17.7 %). Inventory turnover expressed as a percentage of revenues
decreased from 4.6 % to 4.4 %.

Trade receivables, contract production receivables and other assets including advance payments increased year-on-
year by € 132.0 million (21.9 %) to € 734.1 millien. Of these, trade receivables increased by € 99.2 million (24,8 %)
to € 499.2 million. Contract production receivables, net of the corresponding advance payments, rose by € 31.3
million {22.4 %) compared with the previous year to € 171.1 million,




Cash and cash equivalents amounted to € 67.3 million (2006: € 102.2 million) at the balance sheet date. Expressed
as a percentage of total assets, this item fell from 3.4 % to 2.2 %.

in terms of the structure of assets, the proportion of non-current assets decreased by 3.7 percentage points to

55.0% (2006: 58.7 %). The graph below shows a comparison of the relative proportions of current and non-current
assets at the end of 2007 and 2006:

Structure of assets in %

55.0 45,0
2007 € 3.085.5 miliion
58.7 41.3
2006 ) € 2,984.0 million
Nen-current assets Current assels

On the equity and liabilities side, equity remained more or less unchanged at € 562.0 million {2006: € 562.3 mil-
lion}. Equity increased overall as a result of the improved group net profit {up by € 65.0 million to € 154.1 million}
and the equity portion of the convertible bond (a hybrid financial instrument) and the change in fair vatues of for-
ward foreign currency contracts. The amount included in equity for the convertible bond was net of approportioned
transaction costs, which were in turn reduced by the tax benefits amounting to € 11,7 million. These increases were
offset by the dividend for the financial year 2006 (€ 43.6 million), the purchase of additional treasury shares
{€ 113.6 million), charges in connection with the Matching Stock Program (€ 7.4 million) and translation differences
{€ 3.6 million), atl of which reduced equity.

The ratio of net financial liabilities to equity (gearing) increased by 6.3% to 39.8% {2006: 37.4%), given that equity
was virtually unchanged and net financial liabilities increased slightly due to the lower amount of cash and cash
equivalents.

Gearing "
Change
2007 -~ 2006 Dec. 31, 2007  Dec. 31, 2006 Dec. 31, 2005
in € million € million in%
Net financial liabllities 13.2 6.3 223.4 210.2 304.7
Equity -0.3 -0.1 562.0 562.3 528.0
Gearing in % 39.8 37.4 S77

" Net finangiat Liabilities /equity (in %)

Medium- to long-term loans decreased by € 246.6 miltion {17.3 %) to € 1,176.2 million. Their proportion of total
equity and lizbilities fell by 9.6 percentage points to 38.1% (2006: 47.7 %). This figure includes pension provisions
amounting to € 359.5 millien (2006: € 377.1 million). Pension provisions decreased by approximately € 17.6 mil-
lion {4.7 %). This was due to the new pension scheme {CapitalPlus} that offers employees in German subsidiaries
working under collective bargaining agreements the same option as executives of receiving their company pen-
sion in the form of a one-off cash payment. Contingent liabilities recognized in the balance sheet in connection
with the purchase price allocation for uncompleted engine programs remained close to the previous year's level
at € 236.2 million {2006: € 236.6 million).
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Non-current liabilities totaling € 561.4 million {2006: € 784.7 million) principally comprised financial liabilities
amaunting to € 66.8 million (2006: € 249.6 million), advance payments received for production contracts amount-
ing to € 200.6 million {2006: € 212.5 million), and deferred tax liabilities amounting to € 269.8 million {2006:
€ 307.2 million},

Non-current (i.e. medium and long-term) financing funds decreased in the financial year 2007 by € 246.9 million
(12.4%) to € 1,738.2 million. Non-current fixed assets are wholly financed by funds avaitable on a medium- to long-
term basis,

Current (i.e. short-term) financing funds increased by € 346.4 million {34.6 %) to € 1,347.3 million, including an in-
crease in provisions of € 58,1 million (24,1%) to € 299.1 million. These provisions include pension provisions
amounting to € 17.1 million (2006: € 17.8 million}. Current liabilities increased by € 288.3 million (37.9 %) to
€ 1,048.2 million. These include personnel and sociat obligations amounting to € 52.6 million {2006: € 57.9 mil-
lion), financial liabilities amounting to € 259.7 million (2006: € 89.2 million), trade payables amounting to € 462.9
million {2006: € 378.5 million), advance payments received for production contracts {net of the corresponding con-
tract production receivables) amounting to € 239.1 million (2006: 199.0 millien), and a variety of other identifiable
obligations. The graph below shows a comparison of the relative propertions of equity, non-current and current
financing funds at the end of 2007 and 2006:

Structure of equity and liabilities in %

18.2 38.1 43.7
2007 & 3,085.5 millien
18.8 477 335
2006 € 2,986.0 million
O Eguity Non-gurrent financiat liabilities Current financial liahilities

The aggregate carrying amount of fixed assets and inventories amounted to € 2,277.2 million (2006 € 2,268.5 mil-
lien) and is covered to 76.3 % (2006: 87.5 %) by medium- to long-term loan liabilities. In terms of the overall structure
of equity and liabilities, the equity ratio fell by 0.6 percentage points from 18.8% to 18.2 %, non-current liabilities
decreased by 8.1 percentage points and current liabilities increased by 8.6 percentage points. The change was
primarily due to the early repayment of the non-current high yield bond out of the proceeds received for the convert-
ible bond, which - depending on the MTU share price - is required to be classified as a current liability due to the
existence of conversicn options.



3. Employees

Human resources has become an increasingly important competitive factor in the fiercely competitive aviation
sector. In 2006, MTU strategically realigned HR to ensure the company's tong-term viability. Three developments un-
derpin the next steps: demographic changes, the structuring of the relevant HR processes in line with competitive
considerations and the expansion of MTU.

Objectives designed to create value are a Xey element in this straiegy. Overall the aim is to make the MTU group a
more attractive global employer. The propartion of persennel expenses of the MTU group needs to be reduced and
the HR organization structured flexibly s it can continually respond to future challenges.

Operationally, the primary focus is on developing innovative and efficient HR togls and processes, while continually
safeguarding basic business processes.

HR organization concept drives expansion and HR development in Poland
In 2007, MTU defined a process to pave the way for setting up the new Pelish tocation so it could be integrated
efficiently into the MTU organization by adding value and reducing costs.

The locat availability of specialist staff and the future recruitment potential of junior staff trained in local education
institutions was a key factor in the choice of the new location right from the decision-making stage.

In summer 2007, a start was made on putting together the overall framework for setting up the company. At the
same time, employee recruitment and training was planned and initiated at an early stage so the new plant can
come on stream on schedule in 2009.

HR development

The main tasks of MTU HR development include fine-tuning succession planning and ensuring technical skills are
passed an - especially in departments involved in key technology areas. In-house HR development is structured as
a dynamic closed loop comprising three elements: Potentiat Conferences, Succession & Development Conferences
and HR Committee.

Potential Conferences identify and assess expert and management persannel at an early stage specifically for each
location and center.

Succession & Development Conferences monitor the integrated ptanning of recruitment and employee development
for the particular centers and departments on a level-specific, cross-location basis.

The HR Committee discusses and decides on current upcoming appointments on second and third management
tiers. Key management posts were filled from the company’s own ranks in 2007 thanks to this approach.

A particular focus was on the senior management group, where a certain number of executives underwent an indi-
viduai appraisal. Based on this appraisal, management training measures were agreed as part of individual develop-
ment plans, and subsequently completed by the executives at selected business schools.

A wide range of technical and methodology seminars is available to provide specialist and management know-how
geared to each employee’s personal needs and work situation. Specialist consulting and diagnostics tools are avail-
able for individual development.
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Training

Training is a crucial element in retaining young talent at MTU. 4% of all employees at the German locations are
trainees. As in the past, a large proportion of the 295 trainees currently at MTU will stay with the company. The com-
pany is trying to stimulate young people’s interest in aerc engine technology from an early age and is collaborating
with schools near the locations. In addition to training as the classic entry route for career starters, sandwich cours-
es and vocational training at recagnized tertiary education institutions offer further options for highly talented young
peopte. All training courses are designed to tie in with further development opportunities within the MTU group after
graduation.

Single-status pay agreements {ERA)

In 2007, MTU was among the first companies in Bavaria to introduce the single-status pay agreements (ERA) con-
cluded between the ynions and employer association. A new, completely overhauled compensation system aligned
to requirements has replaced the separate pay structures for blue-collar and white-collar workers.

Performance-related pay

In 2007, MTU made performance a central aspect of all staff appraisals and associated remuneration by modifying
the various remuneration components. A system to assess employee performance was developed and applied
across the board to all hierarchy levels. Company profit-sharing is based on the respective MTU target achievement
for adjusted EBITDA and free cash fiow. This approach will be used for the first time as part of staff dialogs from
2008 onward.

Family and work

An entire package of measures is designed to improve employee work/life balance. Measures include parental
leave, family breaks and healthcare breaks, and greater flexibility for families. The child daycare center run by the
TurBienchen parents' initiative and supported by MTU has been widely welcomed. Meantime, the family service
provides an extensive package of services avatlable in the form of an external counseling service. Monitoring as part
of the “Work and Family” audit run by the Hertie Foundation will help ensure all MTU family-support services are
continually improved.

Health management

MTU health management offers an extensive program including health service and social counseting. It covers the
following areas: occupational medicing, promotion of occupational health, general, emergency and environmental
medicine. Social counseling provides the social, communications and mental skills that employees need in their
professional and personal lives in order to remain active and fit to work.

In addition to the long-standing company sports ¢lub, MTU has set up another facility: the Health Center. Under the
direction of an experienced sports scientist, the team of trainers offers a wide range of services covering strength,
endurance, body-toning and rehab training as well as weight reduction.

Company pension scheme

The company pension scheme is an important supplementary benefit in light of the declining benefits associated
with statutory retirement insurance. The scheme was restructured for all MTU employees at the German locations in
2007. Long-serving employees already entitled to a company pension will in future also be able to opt for lump-sum
payments as an alternative to the life-long pension. Pension entitlements for new employees joining after 2007 have
been guaranteed via an outsourced benefit system.




Compliance

Official works agreements were concluded for employees in 2007, with content geared to societal and economic
developments. The MTU code of conduct provides employees with guidance on dealing with customers, partners
and the general public and also serves as the benchmark for dealings within MTU. !t is based on fairness and
respect and reflects the values and convictions which characterize MTU as a responsible company. The function
of an ombudsman was also created and can be notified where employees are suspected of acting illegally.

General Equal Treatment Act {AGG)

The company also tackled the issues enshrined in the General Equal Treatment Act (AGG). The Act aims to protect
employees from all forms of discrimination, especially in the workplace. The MTU workforce was informed extensively -
executives received in-house training and an information pack was distributed to every employee. This approach has
enabled MTU to put the relevant EU Directive into practice.

Protection for non-smokers and drug prevention
tn line with new EU legislation, MTU has also adopted specific arrangements governing the protection of non-
smokers. An alcohol and drugs-free workplace was also covered in the official works agreements.

Top employer 2007 and 2008

The "karriere jobs magazine” published by the Handelsblatt in conjunction with the geva-institut fiir psychologische
Unternehmensberatung puts together an annual ranking of German empioyers. Extensive analyses and discussions
with executives and staff provide critical insights into HR services and their implementation in practice, MTU was
recommended as a top employer to university graduates and young professionals in the 2007 ranking, an accolade
set to be repeated in 2008.

Further information on HR at MTU Aerg Engines ¢an be found in the separate Human Resources Report 2007 /2008.
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4. Environmental report

Environmental issues and challenges associated with the onslaught of globalization have turned environmental and
resource protection into an increasingly important issue nationally and internationally. For the MTU group, responsi-
bility for the world outside is not @ compulsory exercise but part and parcel of the responsibility the company
assumes for its employees, customers, partners and neighbors. Open dialog with customers, partners, government
agencies and neighbors forms an integral part of the company ethos.

Protection of the environment is among its fundamental corporate goals and is firmly enshrined in the corporate
philosophy. It is implemented by means of an integrated management system and constantly fine-tuned as part of
continuous improvement. Implementation is in harmony with the other corporate goals and subject to regular Board
of Management scrutiny. The responsible use of resources and materials as well as the development of eco-friendly,
low-emissions aero engines remains a primary aim.

Stringent environmental criteria are applied to all processes and systems - starting with development through pro-
duction to the maintenance of aero engines - that meet statutory requirements as an absclute minimum. Based on
these criteria, MTU-internal standards are derived that are binding for all group locations. Their compliance is regu-
larly checked and certified by internal and external audits in accordance with DIN EN 180 14001 - and alsc in accor-
dance with the Regulation of the European Parliament and Council EMAS (Eco Management Audit Scheme) at the
German locations in Munich and Hannover. This commitment extends even further. For instance, MTU Aero Engines,
Munich is a signatory to the Bavarian Environmental Pact and supports environmentally friendly measures adopted
by the Bavarian government and the City of Munich.

One of MTU's key environmental protection aims is to save resources. Take for example, the reuse of engine parts
after repair. Thanks to new methods and processes around 70 % of all engine blades are reused two, three or even
four times, Standard practice includes using fewer resources by reducing the consumption of raw materials and
energy through the direct recycling of materials in the original loop. The waste recycling ratio at the Munich site has
been at a constantly high level of over 85% for many years.

Two main issues stand out in 2007 - the sharp rise in crude oil prices and the multifaceted debate surrounding
climate change. Global carbon-dioxide emissions were seen as the main contributory factor in climate change.
Aviation accounts for around 2 % of these emissions. On the back of a sharp rise in air traffic, MTU is rising to the
challenge of building tower-emissions agro engines.

Together with the leading aeranautical companies, MTU has signed up te implementing the lang-term environmentat
targets for aircraft defined by ACARE {Advisory Council for Aeronautical Research in Europe): CO, emissions are to
be halved by 2020 {with engines alone expected t¢ generate a 20% reducticn) and NO, emissions reduced by 80 %;
noise levels are also to be halved.




MTU’s involvement in the GP7000 engine for the Airbus A380 represents the first step towards achieving these
targets. A combination of advanced aircraft design and turbofan technology has enabled a reduction in specific fuel
consumption from the current average of 4.3 liters per passenger per 100 km ta 2.9 liters. MTU is responsible for
providing, among other things, the key component for the GP7000: the low-pressure turbine. Efficiency of over 93 %
has been achieved for the first time in this respect.

MTU’s longer-term answer to the ACARE targets is the Claire (Clean Air Engine) technology program: In three stages
between now and 2035, carbon dioxide emissions are to be cut by 30% and perceived noise halved. This will be
achieved through a combination of counter-rotating geared turbofan and heat exchanger.

A key contribution to improving aero engine concepts will come from fine-tuning the technology used in the MTU
components in order to exceed the current benchmarks for efficiency, weight and component load. Efficiency in
excess of 90% and weight reduction of at least 20% have been achieved with the high-pressure compressor. And
efficiency of over 93 % and weight reduction of 25 %-plus are sought with the IP turbine. Key technology areas include
the continual improvement of 3D aerodynamics, more advanced materials and new designs. Enhanced efficiency
and lower weight dramatically reduce fuel consumption.

The elimination of environmentally harmful production and repair processes and materials will also contribute
substantially to reducing the environmental burden of future preducts. This includes a ban on the use of mercury,
cadmium and chromate in materials used for components, joints and coatings.

5. Subsequent events

No events materially affecting the group’s earnings, financial situation or net asset position occurred after the end
of the accounting period.

6. Management compensation report

The compensation awarded to members of the Board of Management is made up of fixed and variable components.
A more detailed description, including a chart of individual members' compensation entitiements, can be found in
the “Corporate governance” section of this Annual Report. The management compensation report forms an integral
part of the group management report.
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7. Risk repoit

Types of risk
MTU is exposed to economic, market, credit, liquidity, general and individual business risks.

Risks within the group of companies

The impact of these risks on MTU Aero Engines Holding AG cannot be viewed separately from their impact on the
other legally independent entities of MTU. Effective risk manitoring and cantrol requires a knowledge of the way in
which the group's operating results are influenced by the evolution of individual risk factors. An analysis of the
respective business activities must encomgpass all the legal entities within the cerporation.

7.1. Risk management

Risk management concerns all the companies in the group. Each subsidiary implements the risk management
system on its own responsibility. The management holding company has laid down guidelines for uniform and appro-
priate treatment of risks and for communicating them within the group. The risk management policy of MTU Aero
Engines Holding AG is documented in a risk management manual that is valid throughout the group. MTU is con-
stantly developing the risk management system to improve the informational value of the corporate risk portfolio.

Risk management organization

The Board of Management defines the framework for corporate risk management. Below Board of Management
level, the company has set up a Risk Management Board made up of managers from all areas of company opera-
tions. Four times a year, the members discuss the risks of greatest consequence to the group,; each of these risks
could raise or lower the EBITDA or cash flow figures by at least € 5 million. The board also addresses general risk
management issues and monitors their effectiveness. Risk management on a day-to-day basis has been delegated
1o the individual MTU business units. The management teams in the respective units and affiliates are responsible
for implementing and monitoring the process. The system employed for the early recognition of risks is verified by
the auditor during the auditing of the annual accounts. Internal audits are also conducted at more frequent inter-
vals during the year. The internal auditing department verifies that all legal and internal requirements have been
observed, and also makes proposals that will allow the company o continue developing and improving the risk
management process.

Identificaticon of risks
MTU regards risk management as a continuous process. It systematically documents the greatest risks for each
business segment in the form of risk maps. The companies within the group communicate the risk situation in quar-
terly reports or ad hoc.

Identification of risks
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Explanation of risk controliing

Thanks to the transparency of high-risk developments and potential risks, the group is able to intreduce targeted
measures for dealing with and minimizing risks at an early stage. The MTU risk management process is integrated
into the existing control systems and coardinated with them. This ensures that the controlling department can take
timely countermeasures and that provisions can be accrued by agreement with the treasury department where
appropriate.

Evaluation and analysis of risks

Risk management analysis is closely linked with the planning and control process. The medium-term strategic and
short-term operative company planning and internal reporting processes are of particular significance, As part of
the strategic planning process, potential risks are identified at an early stage before any business decisions are
made. The group’s operative planning process substantiates medium-term goals and assures a balanced risk pre-
vention policy which takes not only risks but atso future opportunities into account. The internal management and
reparting function supports the planning and decision-making processes.

Risk measurement
The group makes a distinction between improbable and probable risks. Improbabie risks are events which, after
carefut cammercial, technical and legal analysis, are deemed unlikely to occur,

In the case of probable risks, damage to the company cannot be ruled out. To enable such risks to be mapped and
verified, the quantitative damage likely to be sustained is documented taking the influencing circumstances into
account.

7.2. General risks

Economic risk

tn 2007, MTU generated 81% of its revenues in the commercial engine business and in commerciat MRO. This
market depends heavily on the volume of commercial air traffic, and is subject to cyclical fiuctuations which depend
on factors such as the general economic situation,

The price of petroleum has a significant impact on commercial air traffic. MTU regularly observes its effects by
acting out various oil price scenarios in the context of its risk management process. Although the oil price has risen
steeply over the past few months, it has not yet had any significant impact on the engine business, However, price
hikes could have a detrimental eifect on the volume of air traffic as a whote. Conversely, a high cil price could
motivate airlines to replace clder aircraft that have a high fuel consumption with new, more economical medels.

Terrorist attacks such as those in New York and Madrid, too, have shown that such incidents can weaken the econo-
my and have a negative effect on air traffic because flight safety is an extremely sensitive issue for the public.

Market risk

In the military engine business, the company is firmly embedded in international cooperative ventures. The cus-
tomers are national and multinational agencies whose budgets vary with the level of public spending. MTU's broad
diversity of projects for the military market prevents it from becoming too dependent on any single source of orders.
Given that business in the military sector is based on long-term contracts, price alterations at short notice are negli-
gible as a risk factor, But because government offices more and more frequently attempt to settle accounts for mili-
tary engines on the basis of negotiated fixed prices, new military programs face an increasing risk that the technical,
economic and market-related assumptions on which the contract is based may deviate from the actual conditions,
thus also affecting the attainable return on investment.
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The commercial engine market has an oligopolistic structure. MTU sells most of its products under risk- and rev-
enue-sharing arrangements. The lead partners in the consortium determine the prices, conditions and concessions.
MTU, as a consortium partner, is bound by these conditions, MTU is involved in the leading engine programs of the
major engine manufacturers in the context of these partnerships. The customers of these risk- and revenue-sharing
partnerships in the commercial engine and MRO business are airlines. Because air traffic is so dependent on eco-
nomic factors — but also due to crisis situations — airlines frequently encounter financial difficulties. Their strained
financial situation may be further exacerbated by escalating fuel prices. MTU operates in various sectors of the mar-
ket and in different thrust ranges, thus spreading the risk in line with the market. Because MTU is also involved
in several alliances, it is not dependent on any single consortium partner or engine manufacturer. Various types of
concessions to customers are common practice in the marketing of commercial production engines. MTU is obliged
to absorb these concessions to the extent of its program share in risk- and revenue-sharing agreements. The fact
that the cooperation partners share a common interest helps to prevent excessive cencessions during contract
negotiations. Furthermore, risks are spread across the various programs. Concessions to major customers during
the launch phase of @ program are largely offset by a decline in the marketing expenses for ¢lder programs.

The coemmercfal spare paris business uses catalog-based pricing. These prices are subject to annual adjustment.
The development of advanced technologies and an outstandingly high quality of spare parts minimize the risk of
extraordinary warranty expenses.

In the spare parts business for commercial maintenance, new competition has emerged from companies which
meanufacture parts under the FAA'S system of Parts Manufacturer Approval {PMA) and sell them at lower prices than
the original engine manufacturers. MTU shields itself against this competition primarily by developing advanced
technologies. In the commercial MRO business, MTU faces new competition from Designated Engineering Repre-
sentatives (DER). These FAA-approved independent experts develop repair techriques for engine parts. However,
MTU is confident that DER repairs will only reach a small segment of the market. More than half of the commercial
MRQ business voiume is based on medium- and long-term agreements, thus mitigating the risk of price drops.

Derivative financial instruments

For information on further market risks, particularly those due to the exchange rate, interest rate fluctuations and
other price factors, and on cash flow hedges against the risks due to fluctuating exchange rates, please refer to the
section headed "Risk management and derivative financial instruments” in the notes to the consolidated financial
statements.

Credit risk
All group companies of MTU Aerg Engines Holding AG enter into credit risks. The corporate credit risk is handled by
the Risk Management Board and the persons responsible for risk management in the different units of the group.

Liquidity risk

The liquidity risk is handled by the Treasury Board. The controlling process is based on an analysis of all future cash
flows according to business units, product, currency and location. The process includes the monitoring and limita-
tion of aggregated cash outflow and cash borrowing.

7.3. Individual risks

The foliowing section outlines the key risk areas that may have a sustained influence on MTU's business operations,
assets, finances and earnings. MTU has made provisions for heading off the major risks in its forecast for the
current financial year — according to the probability of each one ogeurring,

Development risk

In the commercial and military engine business, MTU undertakes to perform development work during which
unscheduled delays may cccur. The company nevertheless ensures strict adherence to time schedules by employing
a highly qualified workforce that receives regular training. Furthermore, through its involvement in collaborative
ventures, it works in partnerships that extend beyond corporate boundaries and thus spreads the risk,




Furthermore, MTU products are subject to extremely stringent safety requirements. The company requires numer-
ous official certifications, particularly from the German Federal Office of Civil Aviation (LBA) and the U.S. Federal
Aviation Administration (FAA), in order to carry out its activities. These certifications are valid for [imited periods;
they can only be renewed after further tests have been carried out. The production and repair processes are docu-
mented in detail to ensure compliance with all regulations.

As a general rule, MTU's business plans for new engines are drawn up to cover a long period. They tend to assume
long repayment terms, with the result that the investments in the development phase and the praduction run-up are
only gradually amortized over a jong period of time. Due to the long period under consideration, the actual condi-
tions may deviate from the technical, econamic and market-related assumptions on which the calculations were
based, thus also affecting the attainable return on investment.

Supplier risk
For some raw materials, individual parts and components and for the provision of specific services, MTU is depend-
ent on suppliers and third-party vendors.

The company strives to reduce its reliance on outside suppliers by securing the services of multiple, equally quali-
fied vendors for materials, parts and services. MTU enters into long-term agreements with single-source suppliers
as a hedge against unforeseen bottlenecks in supplies. This two-pronged strategy also reduces the risk of sudden
price hikes.

The procurement of raw materials is another area in which MTU endeavors to protect itself against the steadily rising
prices - particularly for expensive alloys. The price of the alloy element nickel, for instance, quadrupled to about
U.S. $50,000 per metric ton between the end of 2005 and mid-2007. To stabilize these prices, MTU has concluded
hedging transactions for future nickel requirements in a similar way to its procedure for hedging foreign currency
transactions.

Program risk

Besides the general business risks, MTU perceives risks particularly in the TP400-D6 engine program for the new
Airbus military transporter A400M. MTU is a member of a consortiumn comprising four European companies. Each
partner assumes responsibility for delays in proportion to its own share in the program. Potential delays in develop-
ment activities, resulting in delayed certification and thus later delivery of the engines, autematically entail the risk
of penalty payments as agreed under the contract. MTU has accounted far this risk by allocating a provision of
€ 44.4 million, commensurate with the probability of cccurrence. This risk minimization measure covers all poten-
tial risks within the development program that MTU might conceivably have to face.

Capacity shortfall risk

The engine market is likely to continue growing during the next few years, as is evidenced by the large number of
new orders on the part of the airlines. MTU, too, stands to profit from this growth. Given that it already has a high
workload, adapting to meet the increased capacity requirements will be one of the company’s future challenges.
Various factors affect this situation.

MTY is preparing to meet these challenges by building the new plant in Poland and through internal projects for
increasing productivity, Problems or delays of a legal or technical nature are not uncommon in the construction of
new production facilities and may affect the expected return on invesiment,

Currency risk

The U.S. dollar is the functional currency in the commercial engine and commercial MRO businesses. The majority
of labor costs and a portion of purchased materials and services, however, accrue in euros, Although MTU settles
these purchases in U.S. doliars as far as possible, there remains a surplus in U.S. dollars which is always exposed to
an exchange rate risk. An increase in the euro exchange rate could have a negative impact on the company's operat-
ing results, financial situation and net assets. The extent of ‘natural hedging’, which is the proportion of dollar
expenditure compared to overall doliar earnings, lies between 70% and 75 %,
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To minimize this exposure, MTU makes use of hedging transactions. These are based on a strategy that looks at the
current U.S. dollar exchange rate and, depending on the expected trend, provides a hedging scenario that may be
negative, neutral, or positive with regard to the anticipated rate. Forward sales contracts may be concluded,
depending on the available options. The valuation of these hedging transactions is explained in Note 5.13. to the
consolidated financial statements. At December 31, 2007, MTU had completed transactions i¢ hedge cash flows of
U.S. $ 305.0 miltion for the years 2008 and 2009.

Interest rate risk

MTU's financial debt carries interast rate risks, For the revolving credit facility, which amounted to € 69.6 million at
the end of 2007 and is also covered by collateral of € 16.5 million, the company has to pay variable interest
reflecting current market rates. Certain factors, such as an increase in the market interest rate or a deterioration in
MTU's financial situation, could cause further increases in the interest rate. In the financial year 2007, MTU cut its
gross financial debt by 3.6 % and thus further reduced the interest rate risk.

Lease engine contract risk

MTU’s commercial MRO business possesses engines which it places at its customers’ disposal for certain periods of
time. In order to generate continuous earnings with these engines, follow-up contracts must be concluded upon
expiration of the contract duration. The engines may also be scld for either less or more than the residual value.

Nonpayment risk

In the commercial engine and commercial maintenance business, airlines are indirect and direct customers of MTU.
These carriers may find themselves facing financial difficulties, with the result that they may plan or carry out
restructuring measures or mergers, or apply to be placed under bankruptcy protection. Their situation affects the
receivables management processes of MTU and its partners.

The consortium leaders in the commergial engine and spare parts businesses have extensive receivables manage-
ment systems in place. In the commercial MRO business, MTU tracks its open accounts receivable in short cycles in
cooperation with the sales department, Before a deal is finalized, potential risks are assessed and any necessary
precautions are taken, Wherever possible, the company takes advantage of export credit guarantees {Hermes cover-
age) to protect itself against political and credit risk.

Liability risk

In the aviation industry, accidents can never be completely ruled out despite strict compliance with manufacturing
quality standards and utmost diligence in performing maintenance work. In the military engine business (excluding
exports), MTU is largely exempt from product risk liability through government agency indemnification. The remain-
ing liabilities, especially in the commercial engine business, are covered by comprehensive insurance policies; this
includes aircraft liability insurance. Other risks that could threaten the continued existence of the company, such
as fire and interruption of business eperations, are covered as well. No insurance cover has been taken out for the
risk of terrorist attacks because of the excessively high premiums. Management liability is covered by Directors’ &
Officers’ insurance; MTU has also taken out insurance coverage against risks which co not threaten the existence of
the company.

Dependence on joint ventures, consortia and partners

In the military and commercial engine business, MTU has contractual agreements with numerous partners and
consortia. The dependencies within the consortia and partnerships have already been described in detail under the
subheading “Market risk”.




In the commercial maintenance business, MTU's interests in the Asian market include a 50 ; 50 joint venture, MTU
Maintenance Zhuhat. In jaintly controlled entities where decisions have to be made jointly, there is always a risk of
differences of opinion when the company's own interests do not coincide with those of its partners.

Personnel risks

The aviation industry is characterized by fierce competition for the highly skilled employees needed to develop, man-
ufacture and maintain world-class high-tech products. Given the positive economic development and MTU's need for
gualified staff, successful staff recruitment and staff loyalty are becoming increasingly important. The principal task
of human resources management i§ (o recruit new staff and retain them on a long-term basis. MTU offers a flexible
remuneration system, extensive fringe benefits, a comprehensive range of in-house and external training opportuni-
ties, an advanced system of healthcare, and group-wide opportunities for job rotation and internal promotion.

{T risks

The loss of confidential data due to espionage or to system failure are the principal risks in the realm of information
technology. Because of its business with military customers, MTU takes an especially precautionary approach in the
way it handles and protects restricted data, operating a highly advanced system for the protection of data and clas-
sified information, The introduction of new IT systems is a further occasien on which interruptions in the workflow
can occur. Particularly in the commercial MRO business, with its complex workflows, the introduction of new IT
systems represents a special challenge. MTU keeps such risks to a minimum by employing highly trained experts
and a professional project management system.

Environmental risks

MTU's business activities are subject to numerous laws and regulations on the protection of the environment. Any
tightening of the applicable environmental requirements may give rise to additional investment costs, particularly in
connection with the use of chemicals in manufacturing and test rig emissions. Further information can be found in
the section “Environmental report”,

MTU requires special certification in order to operate certain production facilities such as test rigs and electroplat-
ing plants. The regulations must be strictly observed and all procedures fully documented. An environmental
management system certified to DIN EN IS0 14001 minimizes the risks in this area.

7.4, Qverall prognosis of the MTU risk situation

MTU also assesses the overall risk on the basis of its risk management system. This is regularly audited by internal
auditing teams and the company management. Furthermore, the auditor verifies the system employed for the early
recognition of risks in the ¢ourse of auditing the annual accounts. At the present time, no risks are apparent that
might have a potentially lasting and essentially negative impact on the group's operating results, financial situation
or net assets. MTU has taken every possible organizational measure to ensure early awareness of potential risk
situations.
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8. Forecasis

Economic background

The world econamy has been growing at an average rate of 4 % per year for the past three years, Experts predict a
global growth rate of between 3% and 3.5 % for 2008, assuming that the recession tendencies in the United States
will be offset by above-average economic growth elsewhere, particularly in Asia,

Industry-specific environment

Aviation is also sel to profit from the general upswing in economic activity: the velumes of passenger and freight
traffic are expected to rise by an annual 5 - 6% in 2008 and subsequent years. The world’s two major aircraft manu-
facturers will together reach the historic milestone of 1000 commercial airliner deliveries in 2008 - or if not by the
latest in 2009. The forecast increase in air traffic will have positive repercussions on the market for commercial
MRO services, producing an anticipated annual growth rate of around 6%,

MTU's operating results and outlook

Revenues

At the time of going to press {March 2008), MTU expects to generate revenues in 2008 on a similar levei to those in
2007, at a forecast € 2.6 billion based on a U.S. dollar exchange rate of 1,50 to the euro. This quantitative increase
can be expected to continue through into 2009. After adjustments to account for fluctuations in the U.S. dollar
exchange rate, a growth rate in the region of 5 - 6 % can be expected.

The assumed planning figures for the business segments are as follows:

- MTU expects to see a quantitative increase of around 6 —7 % in the commercial engine business as a result of the
first volume production arders for the GP7000 engine for the Airbus A380. Revenues will also be boosted by the
optimized version of the best-selling V2500 engine for the A320 family, the V2500SelectOne. And finally, the high
fleet utilization of the airlines will ensure a steady flow of revenues from spare parts sales.

- The military engine business can be expected to generate annual revenues of around € 530 million, in line with
previous years.

- In the commercial MRO segment, the volume of orders is expected to moderately exceed the general market
trend, with a growth rate of between 6% and B%.

Operating prefit and net profit for the year

MTU expects its profitability to remain at a consistentty high level in 2008. This assumption is based on the steady
growth being achieved in spare part sales coupled with the stable level of revenues in the defense sector. In the
commercial MRO segment, MTU is reckoning on a further stabilization of its earnings situation. The large number of
new projects already announced in connection with large business and regional jets will call for significantly higher
research and development expenditure, a large proporticn of which can be capitalized in accordance with iFRS and
hence will only have a fimited effect on EBITDA. The apptication of IFRS measurement criteria for EBITDA will reveal
the continugusly impraving earnings situation.

if the capitalized R& D costs are deducted from operating profit (EBITDA), the expected expansion and organic
growth of the OEM business will have a negative effect on earnings. Despite its considerable capital expenditure in
programs for future aero engines, MTU anticipates that adjusted EBITDA in 2008 will remain close to the previous
year's level of € 390 million. Adjusied for the doltar exchange rate, MTU expects a further growth in revenues in
2009 and continued good earnings.

In 2008, MTU expects its consolidatled net profit to lie in the region of € 180 million or around 20 % over the equiva-
lent figure for 2007. In 2009, net profit will again reftect positive development.

As part of its policy of continuity, MTU will continue to distribute an appropriate share of its net profits in the form of
a dividend payment.




Financial outlook

MTU plans to increase its capital expenditure on property, plant and equipment in 2008 to a level in the order of
4 - 5% of revenues. As well as exceeding the level of expenditure in 2007, this is also higher than average. The main
reason for this increase lies in completion costs for the new engine test rig and the expansion of the maintenance
facilities at MTU Maintenance Hannover. MTU's budget for 2008 and beyond also makes provision for additional
investments in new engine programs and the capitalization of development costs. The extent of these investments
depends on management decisions concerning the participation in engine programs, and therefore cannot be reli-
ably estimated at the present time. Despite this considerable capital expenditure and the prospect of an improved
level of working capital in 2008, MTU expects a free cash flow of around € 100 million.

Opportunities

In the estimation of the MTU group, numerous opportunities for the development of new business will present them-
selves in the years {o come. In addition to the range of opportunities available to industry in general and the aero-
space sector in particutar, the company foresees further strategic opportunities arising from its cooperation with
lang-standing engine-program partners,

Strategic opportunities
- Acquisition of additional stakes in next-generation engine programs employing
the latest advanced technelogies,
- Market access to new workshares in engine programs and other lines of business.
- Further expansion of shares in military engine programs in the U.S. market.
- Expansian of supplier potential for the TP400-D6 engine (A400M military transporter).
- Expansion of further strategic cocperation arrangements with engine-consortium partners.
- Impraved profitability and optimized cost management through construction and
expansion of the new site in Poland, coupled with the associated structural optimization of
the comrmercial MRO business.
- improved productivity through further optimization of throughput rates, on-time delivery and quality.
- Consolidation of the group's knowledge and skills base through technological advances
(geared turbofan, Clean Air Engine technology program). For a more detailed presentation of other
technology improvement programs, please refer to Section 4, “Environmental report”,
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9. Note concerning the required disclosures
pursuant to Section 289 (4) and Section 315 (4)
of the German Commercial Code (HGB)

Composition of subscribed capital
At December 31, 2007, the capital stock of MTU Aero Engines Holding AG amounted to € 55.0 milkion, divided into
55 million registered non-par shares. Each share is entitled to one vote.

Restrictions concerning voting rights and the transfer of share ownership

At December 31, 2007, and after the issve of shares under the Matching Stock Program in June 2007, MTU held
4,270,410 treasury shares. No voting rights are exercised in respect of treasury shares. The articles of association
of MTU Aero Engines Holding AG do not contain any restrictions concerning voting rights or the transfer of share
ownership. The Board of Management has no knowledge of any agreement between shareholders that coutd give
rise to any such restrictions.

Capital investments exceeding 10 % of the voting rights

Pursuant to the German Securities [rading Act (WpHG), any investor whose shareholding reaches, exceeds or falls
below a given percentage of the voting rights, as a result of purchase or sale or in any other manner, is obliged to
notify this fact to MTU and to the German Financial Supervisory Authority {BaFin). The lowest threshold at which
such notification was required in the past was 5%; a new threshold of 3% became applicable on January 20, 2007.
MTU has no knowledge of any direct or indirect investments exceeding 10 % of the voting rights.

Shares with special rights conferring powers of control on the holder
MTU has not issued any shares with special rights conferring powers of control on the holder.

Method of controlling voling rights when employees own stock capitat and do not exercise thelr control rights
directly

Employees holding shares in MTU Acro Engines Holding AG exercise their control rights like any other sharehelder,
in strict compliance with statutory regufations and the company's articles of association.

Rules governing the appointment and dismissal of members of the Board of Management

Members of the Board of Management are appointed by the Superviscry Board in accordance with the provisions of
Section 84 of the German Stack Corporation Act (AktG). The Supervisory Board also determines the number of
members in the Board of Management which, according to the articles of association, must consist of at least two
members. The Supervisory Board is entitled to select one member of the Board of Management to serve as its chair-
man. Members of the Board of Management serve for a term of office not exceeding five years. This initial term of
office may be prolonged, in the same or a different capacity, for an additional five years. Pursuant to Section 31 of
the German Co-Determination Act [MitbestG), the appointment of a member of the Board of Management requires a
two-thirds majority of the votes of the Supervisory Board. In default of a majority vote, the Supervisory Board's
Mediation Committee is granted a onc-month period within which it must submit an alternative proposal for the
appointment. If no candidate is accepted as a result of this second vote, a third voting round is held, in which the
chairman of the Supervisory Board has two votes but the deputy chairman is not entitled to a second vote.

The Supervisory Board has the right to refuse the appointment of a member or chairman of the Board of Manage-
ment on significant grounds — for instance gross breach of duty or incapacity to manage a business in an crderly
manner.



Rules governing amendments to the articles of association

All amendments to the articles of association require a resolution on the part of the Annual General Meeting, pur-
suant to Section 179 of the German Stock Corporation Act {AktG). Under the terms of the articles of association,
such resolutions must be carried by a simple majority of the votes or, in cases where a majority of the voting stock
must be represented at the meeting, by the simple majority of the voting stock - unless otherwise stipulated by
the law (Section 18 (1)). The right lo add amendments of a purely formal nature, for instance changes to the share
capital as the result of utilization of the authorized capital, is devolved to the Supervisory Board under the terms of
Section 13 of the articles of association. Amendments to the articles of association become effective on the date
at which they are entered in the commercial registar (Section 181 (3), of the German Stock Corporation Act — AktG).

Authorizations conferred on the Board of Management, especially concerning the issue and purchase of shares

Authorized capitai

At the Annual General Meeting on May 30, 2005, the Board of Management was authorized to increase the compa-
ny's capital stock by issuing new registered shares in return for cash contributions, or in return for non-cash contri-
butions in the case of Authorized Capitai Il, At December 31, 2007, MTU Aerp Engines Holding AG had available
authorized capital amounting to € 24,750,000, which will remain authorized until May 29, 2010,

Authorized Capital |

The Board of Management is authorized untit May 29, 2010 to increase the company's capital stock by up to
€ 5.5 million, with the prior approval of the Supervisory Board, by issuing, either in a single step or in several steps,
new registered shares in return for cash contributions.

Authorized Capital il

The Board of Management is furthermere authorized until May 29, 2010 to increase the company’s capital stock by
up to € 19.25 millian, with the prior approval of the Supervisory Board, by issuing, either in a single step or in several
steps, new registered shares in return for cash and/or non-cash contributions.

Convertible bonds and bonds with warrants

At the Annual Generat Meeting on May 30, 2005 the Board of Management was authorized until May 29, 2010 to
issue, with the prior approval of the Supervisory Board, registered or bearer convertible honds, bonds with warrants,
certificates of beneficial interest or income bonds, or any combination of these instruments (collectively referred to
as “securities”}), with or without maturity date, with a total nominal vatue of up to € 750,000,000, and to grant the
owners or creditors of convertible bonds and/or bonds with warrants the right or option to convert them into regis-
tered shares of the company representing a share of equity of up to € 19,250,000 under the conditions established
for the issue of convertible bonds or bonds with warrants. These securities may be issued in eures or - to an eguiv-
alent value - in any othar legal currency, for instance that of an QECD country, They may also be issued by an affili-
ated company in which MTU Aero Engines Holding AG holds a direct or indirect interest. In such cases and subject
to the prior approval of the Supervisory Board, the Board of Management is authorized to act as guarantor for the
securities, and to grant the owners of the securities the right or option to convert themn into new registered shares of
MTU Aero Engines Holding AG.

At the Annual General Meeting cn May 30, 2005, it was clarified that the provision made in the above-menticned
resolution authorizing affiliated companies in which MTU Aero Engines Holding AG holds a direct ar indirect interest
to issue securities, solely and exclusively permits such securities to be issued by group companies in the interests of
securing financial resources for the benefit of the group, as defined in Section 18 of the German Stock Corporation
Act.
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Autherization to purchase treasury shares

a.

b.

(2]

a

-

The Annua! General Meeting of April 27, 2007 authorized the company to acquire treasury shares with a par value
of up to 10% of the company's capital stock, as applicable on the date of the resolution, during the peried from
April 28, 2007 through October 27, 2008, pursuant to Section 71 (1} item 8 of the German Stock Corporation Act
(AktG). The Board of Management is entitled to exercise its own discretion when deciding whether to purchase
these shares on the stock exchange or by means of a public offering addressed to all shareholders (or - insofar as
the law permits - by a public call for offers). The equivalent value of the purchase price of these shares must not
exceed or undercut the market value by more than 10%, net of any supplementary transaction fees. In the case of
shares purchased on the stock exchange, the market value on which the above calculation is based is the average
share price in the ¢losing session of XETRA trading {or a comparable successor system} during the three days im-
mediately preceding the purchase date. In the case of shares purchased by means of a public offering addressed
to all shareholders {or a public call for offers), the market value on which the above calculation is based is the
average share price in the closing session of XETRA trading {or a comparable successor system) during the three
days immediately preceding publication of the offering/call for offers. (n the event of significant fluctuations in
the share price, the Board of Management is authorized to publish a new public offering or public call for offers
based on a new average share price calculated according to the same principles. If shares are purchased by
means of a public offering addressed to all shareholders {or by means of a public cali for offers), the volume of
shares on offer may be limited. Additional conditions may be imposed in respect of the offering or call for offers.
If the total volume of responses to the public offering (or the total volume of offers) exceeds this limit, the actual
purchase must be proportioned in refation io the number of shares offered. Preference may be given to small lots
of offered shares (up to 100 shares). Additional conditions may be imposed in respect of the offering or call for
offers.

The Board of Management is authorized to sell the purchased treasury shares in another manner than through the
stock exchange or by means of a public offering addressed to all shareholders, on condition that the shares are
sold in return for cash contributions at & price that does nat lie significantly below the market price of similarly
entitied MTU shares at the time of sale.

. The Board of Management is authorized, with the prior approval of the Supervisory Board, to sell the purchased

treasury shares in another manner than through the stock exchange or by means of a public offering addressed to
all shareholders if the treasury shares are sold to program participants in conjunction with the company's Match-
ing Stock Program and those participants are, or were, employees or officers of the company or one of its associ-
ated companies. if shares are to be issued to active or former members of the MTU Board of Management under
the terms of the company’s Matching Stock Program, the Supervisory Board is authorized to transact this issue,
which is not conducted through the stock exchange or by means of a public offering addressed to alt sharehold-
ers. The subscription rights of existing shareholders in respect of these treasury shares are thereby effectively
excluded.

. The Board of Management is furthermare authorized 1o use the purchased treasury shares as partial or complete

payment in conjunction with business combinations or the acquisition, whether direct or indirect, of business,
paris of business or equity investments. The subscription rights of existing shareholders in respect of these treas-
ury shares are thereby effectively excluded.

. The Board of Management is also authorized, with the prior approval of the Supervisory Board, to use the

purchased treasury shares te discharge obligations relating to convertible bonds, bonds with warrants, certifi-
cates of beneficial interest or income bends {or combinations of such instruments} that the company has issued
or intends to issue on the basis of the resolution passed by the Annual General Meeting on May 30, 2005. The
subscription rights of existing shareholders in respect of these treasury shares are thereby effectively excluded.

. The Beard of Management is moreover authorized, with the prior approval of the Supervisory Board and without

any requirement for a further resolution to be passed by the Annual General Meeting, to withdraw part or all of the
treasury shares from circutation. Their withdrawal may be effected by employing a simplified procedure without
any capital increase, by adapting the actuarial value of the outstanding portion of shares to that of the company’s
stock capital. The withdrawal may be limited to a defined fraction of the purchased shares. The authorization to
withdraw shares may be utilized on one or more occasions. If the simplified procedure is employed, the Board of
Management is authgrized to amend the number of outstanding shares stated in the articles of association.

. The above-stated aulhorizations may be exercised on ane or more occasions, partially or wholly, singly or in

combination. They may also be exercised by group companies as defined by Section 17 of the German Stock
Corporation Act [AkLG}.




Other rulings

Section 5 of the articles of association stipulates that the Supervisory Board must draw up rules of procedure for
the Board of Management, including an appended list of actions that the Board of Management is only permitted to
undertake with the prior approval of the Supervisory Board.

Significant agreements relating to change of control subsequent to a takeover bid

The group holding company, MTU Aero Engines Holding AG, Munich has not entered into any significant agreements
relating to change of control subseguent to a takeover bid. Nevertheless, the group holding company might possibly
be indirectly affected by a change of control, given that its consolidated subsidiary, MTU Aero Engines GmbH,
Munich, is party to a number of agreements in the OEM segment that forbid the group company to invest in pro-
grams that stand in competition to the engine programs in which it has engaged {or which involve comparable thrust
categories), or that forbid the company to supply components to competing engine programs. These include the
general coltaboration agreement with Pratt & Whitney and other RRSP contracts with other OEMs.

Other contracts concluded by group subsidiaries in the context of the OEM and MRO business might also have an in-
direct impact on the group holding company, MTU Aero Engines Holding AG, Munich. These contracts contain
change-of-control clauses that entitle the other party to terminate the agreement in the event that a third party
should acquire a controlling interest in the company. A certain number of the company's agreements, for instance,
entitle the other party to terminate the agreement if one of that party’s competitors should acquire a given percent-
age of the company’s voting rights (usually 25—~ 30 % of the capital stock or equity capital).

Claims for compensation in the event of a takecver bid
The company has not entered into any agreements entitling members of the Board of Management or other employ-
ees to claim compensation in the event of a takeover bid.
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10. Value acded statement

The value added statement reflects the wealth created by MTU in the course of the financial year after deduction of
purchased materials and services. The net method of calculating value added considers depreciation/amortization,
cost of materials and other expenses as purchased materials and services. Under the incomes received method, the
part of the value creation process attributable to cach party is made visible. The gross value added method regards
depreciation /amortization as a component of the value chain, which would otherwise be accounted for as internal
financing under the incomes received method.

MTU's gross value added decreased by 4.1% to € 838.7 million in 2007 (2004: € 874.4 million). This reduction is
attributable to increases in net interest expense and a reduction in the financial result an other items compared with
2006, Additional expenses compared with the previous year related to hedging transactions for nickel amounting to
€ 9.7 million {2006: € 0.0 million} and fair value losses on currency holdings attributabie to the fall in U.S. dollar
exchange rate, amounting to € 14.8 million (2006: losses of € 5.4 million). Income items affecting value added in
the year under review were the final reversal of R&D provisions amounting to € 16.1 million and nonrecurring gains
from the disposal of real estate nct essentiai to the company's core operations amounting to € 10.5 million. As a
result of these effects, net value added decreased by 4.6 % to € 68%.1 million (2006: € 722.6 million).

The company's employees were the beneficiaries of the major part of the net value added, amounting to 68.3%
{2006: 72.6 %). The portion received by lenders fell by 18.0% to 5.7 % {2006: 6.6 %). The public sector received 3.7 %
{2006: 8.5 %), including deferred tax liabilities. The shareholders’ portion of the net value added was slightly higher
than the previous year's level, at 6.8 % (2006: 6.0%). The remaining 15.5% of the net value added (2006: 6.3 %) has
been retained by the group for the financing of future business activities.




MTU value added statement

Change
2007 - 2006 2007 2006 2005
€ million  in% € million  in% € milion  in% € mitlion in%
Vot creation . e
Re;enues 159.7 6.6 7 2,575.9 100.2 2,416.2 97.4 2,182.7 97.5‘
: Financiél};\come/expense [-) -48.8 -151.1 -14.5 -0.6 _ 3?._3 1.3 7 __7 7 _3% ) _7]:2:
Other LHEETG . _ ..'2_11] ~ -66.1 ﬂlo*e_ . ‘O.c_ik L 319 1.:{» 5.6 23
Value created by company ;ctivities B?.g o 3'.0 o 2,570.2  100.0 2,480.4  100.0 2,237.8 1000
Cost Ei‘nla*t-e‘rialis__ B . 129.0__ 8.3 _ Iib—?jz 15? 1,562.7 63.0 1,398.8 62.5
Other expenses o -ES -—8.-1- ) -39.8 1.6 43.3 1.7 39.4 1.8
Purchased materials_;r:d_sewiceg__- 125.5 _;; 1,731.5 67.4 1,606.0 64.7 1,438.2 64.3
Gross value added -35.7 4.1 638.7 32.6 874.4 35.3 799.6 357
Depreci;;;r: t;:;;s;amc;t;z;tior; . -‘Zﬁ.ﬁid ) '-;4 T ‘1-4-0? *5;3—“ 151.8 4.1 1641 73
Net value added e ;33.5 -4.6 689.1 ﬂZ‘bE_m 722.% 29.2 635.9 284
_Di_stri_bution- : o j
- Em-ployeés- -53.9 -10:3 470.9 68.3 -524.8 726 o 506:; __I’fL
" lenders Ces  am0 %8 sy 43 66 708 M1
B —-P:.I_bI-iC secter -36.; ) -58.8 25.3 3.7 ) 6;4 W B.% ) ' 25.E; o 4.1
B Sharehoic-!c:;s 3.6 8.3 47.2 u.ﬂ- 4;.6_ i 6.0"_ -_."_4_03_ _6.._3_._
- Group 6.4 134.9 106.9 15.5 4-5.-5 ) 6.&3 - “-_.7.-4_- B 1.1
Je‘ vatu_;gdeg“ . _ ) 4-3:'.’;.5_ _ -4.6 - t}f_‘_?;l ) 129_9.___ 722.6 1000 6355 1000
Value added 2007 in%
5.8 “\’;6 el 68.3 % Employees
7 T
26.8%

65.8%

Net value added

Cost of materials

Depreciation M Other expenses

5.7 % Lenders
3.7 % Public sector
4.8% Shareholders

15.5% MTU group
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Consolidated Income Statement

in € million Notes 2007 2006 2005
Reve‘;{uesv T l - 2.57;5.9 o 21116_2_ . {7;71‘;—_
—C-t;:ofvsalt;s . ; i o ‘(bbi)i o ;2.129.5 } -2,063.5 -1,8;:1.?
Gross profit ) ) 4464 352.7 238.0
Research and‘g;\;);mcr‘ﬁ -ex—ml-lsns - {7.) 7 -84.5 -94._5 L -45.7__

_ Selling expenses B EI._)_ _ -75.0 B -71.2 . 49.4
_(E;gral administrative oxpenses [9.)_ ) -45.8 454 N -46.4
Other operating income and expenses (10.) 2.2 12.2 4.7
_E;f;r‘\gs_lff?_rf: ilrf;t;ét;;admg;( h "T* _ __. . L 243.3 L 183.8 131.2
iterest result ) ) T T E_)_ o __?:Td__ -19.'9 L ,i‘;?..._.__.
Intereslin_con_u_: . L L 74 _27.4 9.0
Interes} expenses ~ - -38.8 -47.3 -70.8
Result from equity accounted investments ) (12L L 2.3 o 2.
_Fin;lcia_I -re;L;It_on:ther iler;us 7 . } (B.) :30.2 - -13.4 -32.9
Foancial st g9 333 726
_Ea_rni_ngs before tax 179.1_“ L “150.5 58.6
Income taxes o T [14.) 3:3.3 -61.4 -25.8
_ﬂmﬂ_ - D 154.1 89.1 32.8
Earnings per sharckin e
indied T T T ST T T e T T e
Diluted (1- 5) 2.83 1.64 o.gom
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Consolidated Balance Sheet ~ Assets
in € million Notes Dec. 31, 2007 Dec. 31,2006 Dec. 31, 2005
Muriﬂt ?ssets _ e o "__ i ) ~ T
hiﬂ@ngible assets . (113.‘1" 1,135.0 i 1,189.5 1,218
Property, plant and equipment H(Alt).] ) 539.7 537.8 o 568.8___
Equity investments in joint ventures N 8.9 .5 ’l3.7
Investments.in ;sso-ciate_d;r:npanies T T 0:4‘ o 0;4 04
N E)ther -\';westments a - o 5.4 ‘ . (:).2 F—“—B—b__
) C;mer toal-ws - 0.1 o 0.1
- I;inancia_i ;ssets ) ) 'IZ'VO.]V 4.7 o “1-2.-2‘ o _--1'4.8
Other assets [ZE)A 6.2 1.8 o 1.5
- l;;feired -1$x aissis _-_ - - - 0.7 - 1.4 0.2
N 1,696.3 1,752.7 1,797.1
_Elirlent issets . o L e
lnven-m(ies_' - - o - —(2_1) o “S'B{B— ,_?_29’0 5928.9
_[ride :?nq_(_:gmract production receivables (22.) 670.3 ) 539.8 L _‘__421.4
;‘_C‘)t_he_er a_sse_ts ) ) 7 ) —[23.] 58:;8 53.1 » ‘33.5
_(Jafh ang Eash cquivalents _ - _‘E_l _ - 67.3 o 102.2 ..23..'.9.“
P;e;)ayments . ' (26.} 5.5 9.2 5.3
I T - ~m_1:;;9.—z i 1,233.3 1,011.1
Total assets - 3,085.5 2,986.0 2,808.2
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Consolidated Balance Sheet - Equity and Liabilities

in € million Notes Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005

e L Cen

Subscribed capital o __ - o S 55‘(; T ;5‘.0-—~ _——‘_SST
Cigital reserves ) ) 440.0 455.7 45_4:5

MRe\{enue reserves _ 7 B ) ) o j ) N 191.9- a 8;._4 T _SZ.Z

Treasury .r:ha?es ] _ _ _ _ . 1563 B '42';—__ _— _._._._.
Other comp;rehensive income _ ) i 1n.4 - -|2.9 -14.0
562.0 562.3 528.0

Non-current liabilities o _ -
_P;n-sion provisions - - ‘ (58 ; 359.5 3771.1____ .__I;S;.S
Othfr provisions N o (;9 ; 255.3 . 2601.0 R?
_;i_nar-\cial lia-bilities ) S ) (_3;)_ o - :6.8‘ w_‘ é:‘).é 276.9
_Other liab-ili!ies ) T 7 (;2) 224.8 g_Z;.? 8.5

—_Deit;rred la;_liabililies . o o '{.;N.) 209.8 o 307? —ZSBT
T T T T 1,176.2 - 1,422.8 1,257.2

Gurrent Iiaﬂl_ifies o ) . —_—

Tremonprions T T T
Othfr pro_visions _ ) i ) (‘29.] ) ) 2_82.0 ._" 72:23.2 N _:.: 208.9

qﬂ;inakr_lrc;al‘l‘iéglities‘ L ) - (;D')_ __ . %5?.7 o 89“._2_-—%‘ ) f?f_..._
Eqsr ;a!abis V o T —___ (31.]__ L E?.O L ) 3;8.“;7" 358.4
Other liabilities S - a) 325.0 ;!‘;ZﬁZ 390.7
R 1,347.3 1,000.9 1,023.0
Total equity and liabilities 3,085.5 2,984.0 2,808.2
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Consclidated Statement of Changes in Equity

Sub- Capital Revenue Treasury Other comprehensive Total
scrived reserves reserves shares income
capital Translation Derivative  Subtotal
differences  financial
instruments
in € million
Balance a1 January 1, 2005 2.2 203.7 -0.3 -1.0 12.2 nz 216.8

Financial instruments

{forward foreign exchange centracts) =272 -27.2‘+' -ZZ.Eﬁ

Transiation differences 20 2.0 2.0

= Income and expense not recognized
HJEEE'!E?"}“E@‘?W“"&_ L 2.0 _-37.2 -25.2 «25.2

Net profit for the year 328 328

= Total income ﬂexpense for the year 32.8 2.0 ;g?.z -25.2 74
uShare caApitaI increase out of company fTs 378 -37.8 ~ e

Share capital increase new issue 15.0 300.0 o 31515)w

Transaction costs (net of tax}/IPO -12.1 -12.

Matchi@k Prﬁrarp (hﬁpl. ) L 07 L 0.7

Balance at December 31, 2005/

Januar‘y_1'._._1'_006 L 55.9_‘ ”4‘5':&5 32.5_“ 1.0 -15.0 -14.0 528.0

Financial instruments

(forward foreign exchange contracts} ‘ 30.5ﬁ WWSEJ;EL . i(iih

Translation d-ifferences - -3.6 -3.6 -3.6

= {ncome and expensc not recognized

in the income statinjfntt L L -3.4 30.5 26.9 26.9

Net profit for the year 89.1 8%.1

= Total income and expense for—the year 89.1 -3.6 .30._5_ 26.9 né.0

Dividend paid o - -40.2 -40.2
_Px.jrchase'Pf treasury shares B o o -42.7 o ___m-az_.z_
 Matching Stock Progrem (M} . 12

Balance at December 31, 2004/

January 1, 2007 55.0 455.7 B1.4 -42.7 -2.6 15.5 12.9 562.3
Fiancilinstwmenss -
_(forward_forsjgn exchange contracts) i ) ~ . 2"_. _____‘2‘_‘..___ _2’__1"_
__Tr?nslation differences -3.6 . -3.6 -3.6

= Income and expensc not recognized - - - )

in the Income statement -3.6 2.1 -1.5 -1.5

Net profit for n;e year T o 154.1 1541
_ZJAEEJEA a—n;-e;p-r:nse for the ye—a;’_ - 154,1 -3.6 —2—1' 1.5 152.6
—Eq:t; portion o?z::J-n;c:ti-b—I;;o-m-d_ ) T T‘? T ne
_I['afiacitmiosts [net of tax) N = -0.2 0.2
B Dividerld paid -43.6 ) 43.4

Purchase of treasury shares - - -113.6 o -11;

MalchirlE_S_t‘r:nEk Eiogram {MSP) a ~-7’.4 T T T I -7.4

Bal_ance ot Dec-em;aiar 3;,}@_ _ 55.0 __4;0_0 191.9 —152 -6.2 17.6 1.4 542.0
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Consolidated Cash Flow Statement

in € million Notes 2007 2006 2005
" Netprofit - T T T T T saa TS 328
- Am-u:t:'zatit; ;f intangible assets and S . o T
depreciation of property, plant and equipment 149.4 151,8 1541
__F_’ro;itllns‘s—orc—omg_:anies accounted for a-t:osi Tt T _-1.3_ T l—i.Z“ 0.4
_I;:o_fil./-lcss_t;f com;;anies acco-unted for.u;;g ihe-(-sq-uif..y me_tr;oc; T _— 2.3‘ o _ _; - -2.1
B:ofigktos;;;aisposal of fixeﬁ ésset; - T T -0.4 _ ~9_.8 . 2.3
m@%ge/;e’%éa‘sekin ;}gnsion pr;visi?ns B __—_ :L T ;_- N '_J§3__ - 21 T 19.5
mrease/d:creaée irn olher‘p;;v;ions T T 15.5 36.3 -23.9
—_ai;er-nor:ca;h items B T B ) i -3.8 - ‘—7,3 ) 1';:“
h i‘lovements in working capital* ) -74.6 -57.8 10-5‘5._-
Imerest_in_ct_a_r;\-;an_d expense—- T T T T -3‘i.4 19.9 ) 41.8
_E'lc-:;r-né tak éxpense/refunds ’ i | 25.3 61.4 o _—E;r
_I;K;;me ta;‘ r;ceiveé/paid i ‘ -18.3 732 -46.1
Dividendsreceves T, 34 0.4
Cash generated from operations 2831 2297 3335
Interest paid ~ ] T -89.2
" Interest received } T 74 27.4 290
Cash flow from operatirE; activitici 139} 236.2 209.8 273.3
Payments for investmer-us in - o
Twembeswes T T T T T my TR 57
ﬁi;“rbopien;ty:*élant and cquipme::lt ) i T -M - 789.5 _ -7?.0 . _-EO_E)__
" Financial assets 7 ] 53 ] 05
——Prt;c:aeds— f'rEm disﬁosal/repayment of A ) . L
:- 1_ﬁtanéibl_e_assets i B _ A -
- Property, plant and egquipment 5 200 _ _____O_B_
T Firr:lancialka‘ssets i 0.1 1.5
Cash flow from inv_e-sti;g a—;ti_viti—es——_ 139.) -104.5 -94.1 -83.9
Free casm - T 3z _ns.7 18%.4
Increasém;c_l.l}r;nt fina_ngal I_iat;il-ities_ e o _ i ) _ 1'?9.?_ L
—_Ere-ase i.;l_::;rrent-ﬂnancial liabilities B ) - e 58.9 o
Other prosseds T P
" Dividends paid _ ) T 434 407 .
:ﬁgighése c-)'f-t-reasury shares ‘ i | -0 T Ai13.6 -42.}' . _: .
R-epaymen-t_of ncn-currcnt financial Iiabili::’_es C I ~186.7 -13_.7 T -381.'5
h;?‘t;paymer;lroifrcurrem tinancial lizbilities 7 o T _i_ T N -210.9
_-(-’J-l"'l‘ar;gf;- inl;;ir Qalue of derivat}ves; ) ) ’ T 90.2
“Ea;pita‘l inc_r;ase » ) ST T T o o 2947
" Cash flow from financing actlvities T 139.) 1658 377 -2075
‘Exchange rate mov‘e:ems-in equity -3.6 ) . -3}1 2.0
_VE:_;E:VhVange:ra_te movements in fixed assetsﬁ_ o Tﬁ ) ‘2.8 _ﬁj WV 5.8 7 o mm'.a,:cf_,ﬁ
Addition of cash and cash equivalents MTU Zhuhai on January 1, 2005 5.2
Change in composﬁi_o;l-o-f gr.t):p repcl;n;tity ) 8.0
Other chmn:a;h ané c;s;eﬁuivalents T -0.8 2.2 1.6
Change in cash and caéhE]EiTtZl?mts -34.9 80.2 -6.5
Cash_aa_r_tt;Ee;;divalents ;aﬁ)e_ginr;ng;firgci_al y;r__ - 10_2_2 _2‘—2.0 28.5
Cash and cash equivalents at ¢ad of financial year 139.) 673 102.2 22.0
Revo!vingﬁ'i—t f;::iTw (se_e l;l-;t;SD.) 69.6 -78.6 -17.0
hﬁ;;l;tiuicm D;cember 31; T T T T B .-_2.3A T —2(:?‘ 5.0

" Sum of increase/Gecrease in inventones, receivables and liabilities
* After deduction of fransaction costs

[excl. derivatives)
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1. General information

MTU Aero Engines Holding AG and its subsidiary companies {hereinafter referred to as MTU Aero Engines Holding
AG, MTU, or the MTU group} is among the world's leading manufacturers of engine modules and components, and is
the world's leading independent provider of commercial engine MRO services.

The business activities of the MTU group range through the entire lifecycle of an engine program, i.e. from develop-
ment, construction, testing and production of new commercial and military engines and spare parts, through
to maintenance, repair and overhaul of commercial and military engines. MTU's activities focus on two segments:
commercial and military engine business (OEM) and commercial maintenance business {MRO).

MTU’s commercial and military engine business covers the development and production of modules, components
and spare parts for engine programs, including final assembly. MTU's military engine business additionally includes
maintenance services for these engines. The commercial maintenance business segment covers activities in the
areas of maintenance and logistical support for commercial engines.

MTU Aero Engines Holding AG (parent company} with its headquarters at Dachauer Str. 665, 80995 Munich,
Germany, is registered under HRB 157 206 in the commerciat registry at the district court of Munich.

The consolidated financial statements were approved for publication by the Board of Management of MTU Aero
Engines Holding AG on February 25, 2008.

1.1, Basic accounting principles

MTU’s consolidated financial statements have been drawn up in accordance with International Financial Reporting
Standards (IFRS), such as these apply in the European Union {EU), and the supplementary requirements of Section
315a [1) of the German Commercial Code (HGB). All IFRSs issued by the International Accounting Standards Board
(1ASB) which were effective at the time these consolidated financial statements were drawn up and were applied by
MTU have been endersed by the Eurcpean Commission for use in the EU. MTU's consolidated financial siatements
thus also comply with the IFRSs issued by the IASB. The term IFRS used in this document thus refers to both sets of
standards.

The consolidated financial statements and group management report as at December 31, 2007 have been compiled
in accordance with Section 315a (1) of the German Commercial Code (HGB) and published in the electronic version
of the Federal Gazette {Bundesanzeiger).

The financial year is identical with the calendar year. Comparative data for the two preceding years are shown for
significant items in the consolidated financial statements,
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In the presentation of the balance sheet, a distinction is made between ngn-current and current assets and
liabilities. A more detailed presentation of certain of these items in terms of their timing is provided in the notes to
the consolidated financial statements. The income statement is laid out according to the cost-of-sales accounting
format, in which revenues are balanced against the expenses incurred in arder to generate these revenues, and the
expenses are recorded in the appropriate ling items by function: production, development, selling and general
administration, The consolidated financial statements have been drawn up in eurcs. All amounts are stated in millions
of euros (€ million), unless otherwise specified.

The financial statements prepared by MTU Aero Engines Holding AG and its subsidiaries are included in the group
financial statements, Uniform methods of recognition and measurement are applied throughout the group.

Accounting standards and interpretations, and amended accounting standards and interpretations, applied
for the first time in 2007

The statements for the financial year 2007 were based on International Financial Reporting Standards (IFRSs) and
recommendations of the International Financial Reporting Interpretations Committee (JFRIC) that are effective for
annual periods beginning on or after January 1, 2007.

The following standards and interpretations - inscfar as they are relevant to MTU's business activities - were
applied for the first time in the financial year 2007:

~ |FRS 7 {Financial Instruments: Disciosures)

- |AS 1 (amendment to IAS 1 Presentation of Financial Statements)

- IFRIC 7 (Applying the Restatement Approach under IAS 29 Financial Reporting in Hyperinflationary Economies)
~ IFRIC 8 {Scope of IFRS 2)

- IFRIC 9 (Reassessment of Embedded Derivatives)

~ [FRIC 10 {tnterim Financial Reporting and Impairment)

These standards and interpretations have been applied in compliance with the respective effective dates and recom-
mendations for early adoption. Unless another form of presentation is explicitly required by individual standards or
interpretations, their application is retrospective, i.e. the statements are presented as if the new accounting and
measurement methods had aiways been applied in this way. Amounts stated in respect of previous periods are
adjusted accordingly.

79




80

The application of the following standards and interpreiations had an impact on MTU's consclidated financial
statements in respect of the relevant periods as described below:

INARE D A T A8 e T -
|
|

IFRS 7 (Financial Instruments: Disclosures}

IFRS 7 specifies the disclosure requirements for financial instruments as applicable to both industrial enterprises
and banks and similar financial institutions. IFRS 7 supersedes IAS 30 “Disclosures in the Financial Statements of
Banks and Similar Financial Institutions™ and the disclosure requirements of IAS 32 “Financiat Instruments;
Presentation and Disclosure”. Application of these new requirements has led to a considerable expansion of
the disclosures relating to financial instruments in the notes to our consolidated financial statements, These
additional disclosures can be found in Note 5.9.

IAS 1 {amendment to IAS 1 Presentation of Financial Statements)

The International Accounting Standards Board (IASB) issued concurrent amendments to IAS 1 in conjunction with
the issue of IFRS 7 “Financial Instruments: Disclosures™. One of the new requirements relates to the disclosure of
infermation permitting users of financial statements 10 assess the objectives, policies and processes employed
for managing capital. These new disclosures can be found in Note 16.2.

IFRIC 7 (Applying the Restatement Approach under |1AS 29 Financial Reporting in Hyperinflationary Economies)
This interpretation sets guidelines for the application of the requirements of IAS 29 in a reporting peried in which
a company identifies the existence of hyperinflation in the economy of its functional currency, where this country
was not classed as a hyperinflationary economy in the preceding reporting period, necessitating a restatement of
the company's financial statements in accordance with IAS 29, This interpretation did not have any impact on the
MTU consolidated financial statements.

IFRIC 8 {Scope of IFRS 2}

This interpretation deals with the issue of whether transactions in which a company is unable to specifically
identify some or all of the included goods or services fall within the scope of IRFS 2. This interpretaticn did not
have any impact on the MTU consolidated financial statements,

IFRIC 9 {Reassessment of Embedded Derivatives)

IAS 39 requires an entity, when it first becomes a party to a hybrid contract, to assess whether any embedded

derivatives contained in the contract are required to be separated from the host contract and accounted for as if

they were stand-zlone derivatives. This interpretation deals with the following issues:

a} Is such an assessment to be made only when the entity first becomes a party to the hybrid contract, or is it to
be reconsidered throughaout the life of the contract?

b) is a first-time adopter required to make its assessment on the basis of the conditions that existed when the en-
tity first became a party to the contract, or on those prevailing when the entity adopted IFRSs for the first time?
The first-time application of this interpretation did not have any impact on the MTU consolidated financial
statements.

IFRIC 10 {Interim Financial Reporting and Impairment}

IFRIC 10 addresses the interaclion between the requirements of IAS 34 Interim Financial Reporting and the re-
quirements relating to the recognition of impairment losses on goodwill {in 1AS 36) and on certain financial assets
{in IAS 39). {FRIC 10 concludes that an impairment loss recognized in an interim period and for which 1AS 36 or
IAS 39 prohibits reversal may not be reversed in a subsequent interim, annual or consoclidated financial state-
ment. IFRIC 10 states explicitly that the interpretation shall not be extended by analogy to other similar
contexts, The first-time application of this interpretation did not have any impact on the MTU consolidated finan-
cial statements.




Issued but not yet effective standards, interpretations and amendments/revisions
The following IASB acceunting standards, which have been issued but were not yet effective for the financial year
2007, have not been applied in advance of their effective date:

- IFRS 8 (Operating Segments)

IFRS 8 was issued by the IASB in November 2006. This standard replaces {AS 14 and, in particular, prescribes the
application of a “management approach” when reporting on the business performance of segments. An aperating
segment is a component of an entity whose operating results are reviewed regularly by a chief decision-maker to
serve as a basis for decisions concerning the allocation of resources to the segment, and for which discrete finan-
cial information is available. Certain additional disclosures are required in the notes. The standard is effective for
annual periods beginning on or after January 1, 2009, Earlier application is permitted. MTU is currently examining
the possible implications of these changes,

- IFRIC 11 {IFRS 2 Group and Treasury Share Transactions)
This interpretation addresses two issues. The first concerns the gquestion of whether certain transactions should
be accounted for as settled by means of equity instruments or as cash-settled share-based payments, under the
requirements of IFRS 2. The second issue concerns share-based payment transactions involving two or more
entities of the same group. This interpretation is effective for annual periods beginning on or after March 1, 2007.

- IFRIC 12 (Service Concession Arrangements)

Service concession arrangements are arrangements in which a government or other public-sector body con-
cludes contracts for the supply of public services, such as the censtruction of roads, airports or hospitals, with
private operators. Tho public sector retains the rights to the constructed asset, while the operator has a contrac-
tual obligation to construct, operate, or maintain this asset. IFRIC 12 distinguishes between two types of service
concession arrangements. In the first case, the operator receives a contractual right to receive cash or another
financial asset from the government in return for supplying the public service. In this ¢ase, the service concession
arrangement is accounted for as a financial asset. In the second case, the operator is granted the right to charge
for use of the public service. In this case, it is accounted for as an intangible asset.

If the operator has toth types of contractual right ~ to receive cash ar another financial asset, and to charge for
use of the public service - then a financial asset is recognized for the amount of the contractual right to receive
cash or another financial asset, and an intangible asset is recognized for the expected usage charge payments.
This interpretation is effective for annual periods beginning on or after January 1, 2008,

- IFRIC 13 {Customer Loyalty Programs)

This interpretation provides guidance on the accounting treatment of customer (oyalty programs. These market-
ing tools are designed to promote the customer’s loyalty to the company by awarding peints or other forms of
bonus to customers who purchase goods or services, which can be redeemed for free or discounted goods or
services. Until now there were no specific IFRS requirements concerning the accounting treatment of customer
loyalty programs, wilh the result that in practice such programs were accounted for in divergent ways, The conse-
quent objective of IFRIC 13 was to provide uniform rules for the accounting treatment of customer loyalty
programs. {FRIC 13 now requires that cuslomer loyalty programs be accounted for in accordance with 1AS 18.13,
in other words as multi-component transactions, This interpretation is effective far annual periods beginning on
or after January 1, 2008.

- IFRIC 14 (IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and their Interaction})
IFRIC 14 provides general guidelines prescribing how and to what extent a surplus arising from the measurement
of pension provisions according to IAS 19 should be recognized as an asset. IFRIC 14 furthermore addresses
ways in which the accounting treatment of pension provisions {or a potential asset arising from a defined benefit
plan) ¢an be influenced by statulery or contragtual minimum funding requirements. By issuing the interpretation
IFRIC 14, the [FRIC aims to harmonize existing accounting practices and ensure that companies apply uniform
rules when accounting for assets arising from the rmeasurement of pension benefits. This interpretation is effec-
tive for annual periods beginning on or after January 1, 2008.
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IAS 23 {revisions to IAS 23 Borrowing Costs)

The main change in this standard is the removal of the option that permitted borrowing costs directly attributable
to the acquisition, construction or production of a qualified asset to be immediately recognized as an expense.
Entities are now required to capitalize borrowing costs that form part of the cost of the qualified asset. In this
context, a qualified assat is defined as an asset that takes a substantial pericd of time to get ready for sale or its
intended use. The revised standard does not require the borrowing costs to be capitalized for assets measured at
fair value, or for inventories that are manufactured or produced in large quantities on a repetitive basis, even if
they take a substantial pericd of time to get ready for use or sate. The revised version of tAS 23 applies to borrow-
ing costs relating to qualified assets for which the commencement date for capitalization is on or after fanuary 1,
2009.

IAS 1 {revisions to IAS 1 Presentation of Financial Statements)

The revised IAS 1 Presentation of Financial Statements was issued by the 1ASB on September 6, 2007, The publi-
cation of the revised 1AS 1 marks the completion of the first phase of the IASB’s jeint project with the U.S. Finan-
cial Accounting Standards Board (FASB) to review and harmonize the presentation of financial staternents, with
the aim of narrowing down the differences between IFRS and US-GAAP requirements. One of the changes intro-
duced by the revised 1AS 1 is the introduction of a so-called “statement of comprehensive income” to replace or
supplement the income statement in IFRS financial statements. The aim of this statement, which recognizes
income and expenses directly in equity, is to enable readers to distinguish between changes in the company's
equity resulting from transactions with owners and non-owner changes. Companies are given the option of
presenting items of income and expense and components of other comprehensive income either in a single state-
ment of comprehensive income with subtotals or in two separate statements (an income statement and a sepa-
rate statement of ‘other comprehensive income’). Other changes introduced by the revised IAS 1 include the
renaming of certain constituent parts of the financial statements. The balance sheet will become a “statement of
financial position” and the cash flow statement will become a “statement of cash flows". The revised standard is
effective for annual periods beginning on or after January 1, 2009, Earlier application is permitted.

IFRS 3 and |1AS 27
On January 10, 2008, the I1ASB issued a revised IFRS 3 Business Combinations and related revisions to 1AS 27
Consolidated and Separate Financial Staternents, thus concluding the second phase of its joint project with the
U.S. Finangial Accounling Standards Board {(FASB) concerning business combinations. The FASB had published its
own equivalent standards to IFRS 3 and IAS 27, namely SFAS 141{R) and SFAS 160, in December 2007. The now
effective IFRS 3 and IAS 27 contain numerous further amendments in addition to the proposals contained in the
exposure drafts published in the summer of 2005, based on the numerous comments received on this subject by
correspondence and in meetings. The changes with respect to the earlier versions of IFRS 3 and IAS 27 relate to
the following aspects:

~ Cost of an acquisition (only costs of issuing equity instruments or debt instruments may be recognized; all other
costs associated with the acquisition must be expensed)

- Measurement of contingent consideration (remeasurement does not affect goodwill)

- Full goodwill method {optional)

- Step acquisitions (remeasured value of existing investment is recognized in the income statement on the date
that contrel is obtained; goodwill is calculated as the vatue of the remeasured existing investment plus the acqui-
sition price of the new investment minus net assets of the acquired entity)

- Partial disposal of an investment in a subsidiary without foss of control {accounted for as an equity transaction)

- Extension of the scope of IFRS 3.

The abjective of the joint project between the JASB and FASB was to maximize the convergence between IFRS
and US-GAAP. Nevertheless, it was not possible to eliminate all differences. Differences between the two sets of
standards still exist in respect of the definition of control, the measurement of non-gontrolling interests {(where the
US-GAAP still requires, rather than permits, the use of the full goodwill method), and the extent of note disclo-
sures. The revised IFRS 3 and [AS 27 are effective for annual periods beginning on or after July 1, 2009. They must
be applied on a prospective basis. Earlier application is permitted, in which case the changes to both standards
must be applied concurrently.

IFRS 2

The International Accounting Standards Board {IASB) has issued amendments to IFRS 2 Share-based Payment.
It clarified that the term ‘vesting conditions’ was to be exclusively regarded in terms of service conditions and
performance conditions, 1t also specified that ali cancellations should receive the same accounting treatment,




irrespective of whether the share-based payment plan was terminated by the company or by a third party. Until
now, IFRS 2.28 was explicitly limited to early cancellation by the company. Elements added to the implementa-
tion guidance include:

- Decision tree to determine the presence of vesting conditions

- lustrative examples of the accounting treatment for non-vesting conditions

- Overview of conditions

The revised standard is effective for annual periods beginning on or after January 1, 2009. Earlier application is
recommended.

- 1AS 32
An amended version of IAS 32 Financial Instruments: Presentation was issued by the International Accounting
Standards Board on February 14, 2008. This standard is of central importance to drawing a distinction between
equity capital and debt capital. By issuing this amendment, the 1ASB has responded to the objection of compa-
nies in Germany, amaeng others, that the share capital of legal entities and partnerships ought to be classified as
a liability in view of shareholders’ rights to withdraw this capital.

The amended version ¢of the standard aliows puttable financial instruments to be classified as equity under cer-
tain defined conditions. These defined conditions have been substantially modified since the original exposure
draft was published by the IASB in the summer of 2006, as a result of extensive consultation with the German
Accounting Standards Committee DRSC. The amended standard will allow German legal entities and partner-
ships, as a general rule, to classify their share capital as equity capital in [FRS financial statements.

The revised standard is effoctive from January 1, 2009. Voluntary early application is accepted.

MTU is currently examining the implications of the new standards and interpretations with respect to its financial
reporting. According Lo the present, provisional assessments, they will not or not substantially affect the group’s
net assets, financial situation or operating results.

1.2. Changes under corporate law

1.2.1. Creation of new companies

MTU Aero Engines Finance B.V., Amsterdam, Netherlands, was created with effect from January 19, 2007 with a
share capital of € 18,000. The share capital has been fully paid in. The object of the company is to provide opera-
tions support in respect of financing issues of all types, both to group companies and to third parties. The company
is wholly owned by M1U Acro Engines Holding AG, Munich, and is inctuded in the consolidated financial statements
for the first time in 2007

MTU Aero Engines Polska Sp. z 0.0., Rzeszow, Poland, was created by MTU Aero Engines CmbH, Munich with effect
from July 20, 2007. Its share capital at December 31, 2007 amounted to 20,050,000 ztoty (€ 5.3 miilion at the time
of deposit}, which has been paid up in full,

1.2.2. Mergers

On the basis of a merger agreement dated April 18, 2007, MTU Aero Engines Beteiligungs- und Verwaitungs GmbH,
registered in section B of the commercial register held by the district court of Munich under registration number
151838, was merged into its sole shareholder MTU Aero £ngines GmbH. The merger took the form of an absorption
merger in which the entire assets and liabilities of MTU Aera fingines Beteiligungs- und Verwaltungs GmbH were
transferred without liquidation to MTU Aero Engines GmbH. The merger took effect on April 27, 2007, the date on
which the carresponding amendment was made 10 the entry in the commercial register for MTU Aera Engines GmbH.

On the basis of a nolarized agreement dated June 21, 2007, MTU Aero Engines Investment GmbH, Munich {the
acquired company), merged with MTU Aero Engines Holding AG, Munich (the acquiring company), whereby the
entire assets and liabilities of the acquired company were transferred to the acquiring company without liquidation
(absorption merger). The closing balance sheet of the acquired company at December 31, 2006 farmed the basis of
the merger transaction. The merger was transacted internally with an effective date of January 1, 2007 for the
purpose of the law of obligations and taxation (acquisition date). Entry into the commercial register at MTU Aero
Engines Holding AG was made on July 13, 2007
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1.2.3. Invocation of Section 264 (3} of the German Commercial Code (HGB)

MTU Aerc Engines GmbH, Munich, which is a consolidated affiliated company of MTU Aero Engines Holding AG,
Munich, and for which the consolidated financial statements of MTU Aero Engines Holding AG, Munich constitute
the exempting consoclidaled financial statements, has invoked the provision of Section 264 (3) of the German
Commercial Code (HGB) exempting the company from the obligation to prepare a management report.

1.3. Shareholder structure

The foilowing table presents the evolution of the shareholder structure and the corresponding equity participations.

Shareholder structure

Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005
Name of shareholder Shares in % Shares in% Shares in%

Free float of stock 50,729,590 92.24 53,349.117 97.00 35,650,000 64.82

Treasury shares 4,270,M0 276 1,650,883 3.00
 Bladie Lux Holding Two S.a.71." i T o208 2926
_Bl—ade~h;anageme-zm Beteiligengs GmbH & Go, KGA - . 3,25‘7’,;:'ZE)ﬁw ) Fﬁﬁ.‘?;m
Total o o T 5—;,‘0-00—,5(); 100A£J:3~_55,000,000 100.00 55,000,000 100.00

"incorporated under the laws of Luxembourg. Shareholder is Blade Lux Holding One S.a.r.l., Luxembourg, whose shares are held by KKR European Fund,
Limited Partnership [75 %], KKR Millenium Fund, Limited Partnership (24.04 %), and KKR Partners, Limited Partoership (0.96 %),

1.4. Changes in the reporting of the consolidated financial statements

- To further improve the information value of group financial data, the figures for the two previous annual periods,
insofar as past figures dre available, are presented alongside those for the pericd under review.

— Starting in the financial year 2007, the disclosures relating to Supervisory Board compensation pursuant to
Section 315a (1) in conjunclion with Section 314 (1) no. 6 of the German Commercial Code (HGB) are individually
presented in the management compensation report.

- For even greater clarity — particularly in view of the application of IFRS 7 for the financial year 2007 - starting in
the financial year 2007, the financial result comprises separate line items for net interest expense, profit/loss of
companias accounted for using the equity method, and financial result on other items.

- The presentation of the financial result on other items covers the share of profit/lcss of associated companies
and other investments, the effects of changes in foreign exchange rates, and fair value gains/losses on deriva-
tives. Also included in the financial result on other items are compounded and discounted interest on contract
production receivables, provisions, liabilitics and advance payments from customers.

- In the consolidated cash flow statement, interest income and expense, income tax expense/refunds, and income
tax received/paid are cach stated as separate line items as constituents of cash generated from operations. inter-
est paid and interest received are stated below the subtotal, forming the transition between cash generated from
operations and cash flow from operating activities.

- To the extent that current accounts receivable from related companies relate mainly to trade receivables, then
these accounts receivable have been removed from ‘other assets’ and transferred to the new item “trade and
contract production receivables' and presented on a separate line under the heading ‘trade receivables’.

- To better reflect their economic value, contract production receivables are stated together with the allocatable
advance payments from the relevant associated company, A positive surplus attributable to defined program
production contracts is disclosed under assets, while @ negative surplus is disclosed under liabilities.

= In the breakdown of the financial result, derivative financial instruments have been moved from ‘other liabilities' to
‘financiat liabilities™ {linc item ‘derivative financiat liabilities’),

- The item ‘trade payables’, in addition to trade payables to third parties, now additionally contains trade payables
to related companics, which were previously disclosed under ‘other liabilities'.

- In the financial year 2007, MTU's pension obligations were for the first time offset against the plan assets
(measured at fair value) of MTU Miinchen Unterstitzungskasse GmbH. MTU Minchen Unterstiitzungskasse GmbH
meets the conditions for the existence of plan assets and is not included in the consclidated financial statements
(see Note 28.).




2. Group reporting entity

2.1. Change in compaosition of group reporting entity

Far information on newly created cempanies and mergers, please refer to the explanatory Notes 1.2.1. and 1.2.2.
respectively.

2.2. Subsidiaries

The consolidated financial statements of MTU Aero Engines Hoiding AG include ali significant companies in which
MTU Aero Engines Holding AG holds a controlling interest by virtue of holding the majority of voting rights in those
subsidiaries. Entities are consolidated as from the date on which controt arises and are deconsolidated when control
comes to an end.

2.3. Associated companies

Associated companics are companies in which MTU has a significant influence and which are neither subsidiaries
nor joint ventures. Entities corresponding te this definition over whose financial and operating policies MTU directly
or indirectly has significant influence are accounted for using the equity method or - if non-significant — at cost.
Significant influence is assumed to exist if MTU Aero Engines Holding AG, directly or indirectly, owns 20 % or more of
the voting stock of an entily.

2.4, Joint ventures

Joint ventures are companies aver which MTU exercises joint controf together with another entity. Hotdings in joint
ventures with a significant impact on the group financial statements are either consolidated proportionately or
accounted for using the equity method in these statements.

2.5, Non-significant investments

Five associated companies, three joint ventures and one other entity are neither accounted for using the equity
method nor consolidated proportionately. Their overall impact on the group’s net assets, financial situation or
operating results is nol material. These equity investments are accounted for at cost in the consolidated financial
statements,
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2.6. Consolidated and non-consolidated companies

Consolidated and non-consolidated companies

Cocnsclidation Shareholding
method " in%
Investments in sub3|d|arles o
~MTU Aero Englnes Finance B.V., Amsterd_am Nethnrlands - fu-ll 100.00f*H
MTU Aero Engines GmbH Munich full 100.00
_;IT—U—M-amLLnance Hanngver GmibH, Langenh_age—n o ‘ T full - 100.00 B
"—M_T_U ;almenance Berlin-Brandenburg GmbH LudWIgs;lde . - full - o IOO.EO_
MTU Aero Englnes North America inc., Newmglon, USA full 100.00
I':'ITU Malnlenance Canada Lid. Rlchmond Canada ) R B f;.l“ . 100.00-
Verlcor Power Systems L.L.C., Atfanta, USA full ‘100.004 e
- _RSZ Betelllgungs und Yerwaltungs GmbH, Munich full ID?.EOH .
MTU Aero Engines Polska 5p. z 0.0, Rzeszow Poland at cost 100.00
_MT_U Vsr_slcherungsvermlltlungs~ und WIrtSChaftsdt(.ﬂsl_ Grp_bH. Munich . ) gt cps_t ) o :c_Jqog*_
MTU Mi.'lnchen Unterstiitzungskasse GmbH, Murjii;h o ) o at cost. . 10_0.00_ .
lnvestments 'P a-ss_ocmted compamcs ) 7 _ o o o o o
j’E‘Z l?m_on Ltd.: Bristol, England o ) i at cost ) 39.9_8 o
EUROJET Turbo GmbH, Hallbergmoos at cost . MSS.OO
—E;Eumprc-np Internation;;l GmbH, Munich T at cost 28.00 o
MTU Turbomeca Rolls Royce GmbH, Hallbergmoos at cost 33.33 .
MTU Turbemega Rolls-Rayce ITP GmbH, Hallbergmuos ) o ) atcost ) ) 25_00_ _
Equnty investments in joint ventures o ) . o B
ﬂu Mamtenance Zhuhai Co. Ltd Zhuhal Chma o o _proRorl.ierile L 50.00
Pra;; & Whnncy Canada Customer Serwce Centre Europe GmiH, Ludngs?elde at equity 50.00
Ceramlc Coating Center $,A.S., Paris, France - - at cost - 50.00 o
A!rffnl Services Sdn Bhd., Kota Damansara. [\Aalaysna . _ B Et cost ) o _?E.-OO
H;att & Whlmey Canada CSC (Africa) [PTY) Ltd,, Lansena South Afrlca” at cost 50.00 R
Other eqmty investments _ _ _ i _ i o
IAE International Aero £ngines AG, Zurich, Swntzerland at cost 12.10

"0 - fully consalidatec
at cosl = stated at falr value, which corresponds to acquisition cost
at eguity = carrying amount of investment increased or reduced to refiect changes in equity of group's percantage intergsl
proportionate « full consolidation of the group’s interest

" indirect investment
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3. Consolidation principles

All business combinations are accounted for using the acquisition method as defined in IFRS 3. Under the acquisi-
tion method, the acquired identifiable assets, liabilities, and contingent liabilities are measured initially by the
acquirer at their fair vatues at the acquisition date and recognized separately. The excess of the cost of the business
combination over the group’s share of the net fair values of the acquiree's identifiable assets, liabilities and contin-
gent liabilities is recognized as goodwill. In accordance with IAS 36 (revised 2004), goodwill is tested for impairment
at least annually, or at shorter intervals if there is an indication that the asset might be impaired. If the group’s inter-
est in the net fair value of the acquired identifiable net assets exceeds the cost of the business combination, that
excess [negative goodwill) is immediatcly recognized in the income statement - after rerneasurement as required
by IFRS 3.56.

The effects of intragroup transactions are eliminated. Accounts receivable and accounts payable as well as expenses
and income between the censolidated companies are netted. Internal sales are recorded on the basis of market
prices and intragroup profits and losses are eliminated.

In accordance with IAS 12, deferred taxes are recognized on timing differences arising from the elimination of intra-
group prefits and losses.

Investments in associated companies and in joint ventures are accounted for using the equity method from the date
of acquisition and are recognized initially at cost. Any difference arising at the acquisition date between the cost and
fair values of the identified assets, liabilities and contingent liabilities is recognized as goodwill. MTU Aero Engines
Holding AG's share of an investce’s profits or Josses is recorded in the income statement.

Program coordination and management companies are asscciated companies. With regard to the special account-
ing treatment of these investments, please refer to Note 5.7.2.

All other equity participations (non-consolidated subsidiaries and other equity investments) are measured at their
fair value. If the fair value cannot be reliably determined, these investiments are stated at cost (see explanatory
comments in Notes 5.7.1., 5.7.3. and 5.7.4.).

4. Currency translation

Transactions in fareign currencies are translated to the functional currency using the exchange rate prevailing on
the date of the transaction. At the balance sheet date, monetary items are translated using the exchange rate
prevailing at that date, whereas nen-mongtary items are translated using the exchange rate prevailing on the trans-
action date. Translation differences are recognized in the income statement.

The assets and liabilities of group companies whose functional currency is not the euro are transfated from the
corresponding local currency to the eurc using the closing exchange rate at the balance sheet date. In the income
statements of foreign group companies whose functional currency is not the euro, income and expense items are
translated each month using the exchange rate applicable at the end of the manth; from these can be derived the
average exchange rate for the year. The translation differences arising in this way are recognized in equity and do
not have any impact on the net profit/loss for the yesr.

The movements in the exchange rates for the principal currencies were as follows:

Currency
Rate on balance sheet date Average rate

Dec. 31, 2007 Dec. 31, 2006 Oec. 31, 2005 2007 20006 2005
1€= 1€= 1€= 1€= 1€= 1€=
Unitt'._l:; Sta:esjUSDy) 1.4721 I.?I?O 1._17:97 1.37{12 !.2556— —75441
_Eanafia (CAD} 1.4;49 o 1752EI - 71.37725 h 1.4680 o I..42(;7 l.;(;&?
ﬂinf {CNY) 10.7524 1b,28|2 9.5181 10.4163 10.00?6- ‘ 10.1542
_%at Br_ita'ln (GBP) 07334 0.6715 0?61_853 6.6842 ' 0.681; ' 0.6838
__Malaysia (MYR) 4.8682 ' :1;675;]6 ‘i.;E_aB? o 47079 4_.é0522_- _T.?m
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5. Accounting policies

The financial statements of MTU Aerc Engines Holding AG and of its German and foreign subsidiaries are drawn up
using uniform accounting policies in accordance with [AS 27,

5.1. Revenues

Revenues from the sale of goods are recognized when goods are delivered to the customer and accepted by the
latter, in other words when the significant risks and rewards of ownership of the goods have been transferred by
the seller. Further recognition criteria are the probability that economic benefits associated with the transaction
will flow to the seller and the revenues nd costs can be measured reliably. The company’s custorners are trading
partners irom risk- and reveaue-sharing programs, original equipment manufacturers (OEMs), cooperation
entities, public-sector contractors, airlines and other third parties.

Revenues from contractual maintenance (time and material, Fly-by-Hour, Power-by-the-Hour contracts} in the com-
mercial MRO business are recognized when the maintenance service has been performed and the criteria for recog-
nizing revenues on overhauled engines have been met. In the case of long-term commercial maintenance agree-
ments and military development and production contracts, revenues are recognized by reference fo the percentage
of completion in accordance with 1AS 11 and IAS 18. If the cutcome of & contract cannot be estimated reliably, the
zero-profit method is applied, whereby revenues are only recognized to the extent that contract costs have been
incurred and it Is probable that those costs will be recovered. Contracts are recognized in the balance sheet under
‘contract production receivables’ {Note 22.).

Revenues are reporicd net of trade discounts and concessions and customer loyalty awards.

The group's forward currency contracts satisfy the conditions for applying hedge accounting {cash flow hedges). The
instruments used to hedge cash flows are measured at their fair value, with gains and losses recognized initially
in equity {accumulated other equity). They are subsequently recorded as revenues when the hedged item is recog-
nized.

5.2. Cost of sales

Cost of sales comprises the production-retated manufacturing cost of products sold, development services paid,
and the cost of products purchased for resale. In addition to the direct material cost and production costs, it also
comprises indirectly attributable overheads, including depreciation of the productien instailations, production-retated
other intangibte asseis, write-downs on inventories and an appropriate proportion of production-related administra-
tive overheads. Cost of sales also includes expenses charged by OEMs for marketing new engines in conjunction
with risk- and revenue-sharing programs.

5.3. Research and development expenses

Expenditure in connecticn with research activities (research costs) is charged io expense in the period in which it is
incurred.

In the case of development costs, a distinction is drawn between purchased (“externally acquired”) development
assets and self-created (“internally generated”) development assets. Project costs attributable to externally acquired
development assets are generally allocated to contract production receivables on the basis of percentage of comple-
tion. Any surplus expense or income remaining after the end of a development project is amortized proportionately
over the subsequent productian phase.

Internally generated development costs are capitalized at the construction cost to the extent that they can be
attributed directly to the product and on condition that the product’s technical and commercial feasibility have been
established. There must also be reasenable probabitity that the development activity will generate future economic
benefits. The capitalized development costs comprise all costs directly attributable to the development process, in-
cluding development-related overheads. Government grants are deducted from the capitalized development costs.
Capitalized development costs are amortized on a scheduled basis over the expected product life cycle from the
start of production enwards.




If the criteria for capitalization are nat or not yet met, both development costs and government grants are recognized
in the income statement.

The development costs for engine programs that had reached the production and spare-parts phase at the date of
January 1, 2004, when the company was acquired by Kohlberg Kravis Roberts & Co. (KKR} from the then Daimler-
Chrysler AG, were allocated to the individual engine programs and recognized at their fair value as part of the identi-
fication of assets and the subsequent purchase price atlocation. The development costs comprise all costs directly
attributable to the development process and an appropriate proportion of development-related overheads. Borrowing
costs are not capitalized. Program assets are amortized on a scheduled basis over the expected product life cycle
(maximum of 30 years).

5.4. Intangible assets

Externally acquired and internally generated intangible assets are recognized in accordance with IAS 38 if it is
probabie that a future economic benefit attributable to the asset will flow to the entity and the cost of the asset can
be measured reliably.

intangible assets with 4 finite useful life are carried at cost and amortized on a straight-line basis over their useful
lives.

With the exception of goodwill, technology assets, customner relations and capitalized program assets, intangible
assets are generally amartized over a periad of 3 years. Program assets are amortized over their useful lives of up to
30 years, technology assets over 10 years, and customer relations over periods of between 4 and 26 years.

In accordance with IFRS 3, goodwill with an indefinite useful life is subjected to an impairment test at least once
a year. Consistent with the distinction made for segment reperting purposes, the commercial and military engine
business (OEM) and the commercial MRO business are viewed as cash-generating units {CGUs). Goodwill was atirib-
uted to each of the two segments as of January 1, 2004. The present value of each CGU's future net cash flows is
compared with the net carrying amount of its assets {including goodwill). If the present value is lower than the net
carrying amount, an impairment loss is recognized initially on goodwill. If the amount estimated for an impairment
loss is greater than the goodwill, the remaining difference is allocated pro rata to the remaining assets of the cash-
generating unit.

A test is conducted at each balance shect date to determine whether the reasons for impairment losses recognized
in prior periods still exist. There is a requirement to reverse an impairment loss if the recoverable amount of the
asset {other than goodwill) has increascd. The recoverable amount is the higher amount of the present value less
costs to sell and the cxpected value in use. The upper limit of the impairment loss reversal is determined by the
acquisition cost less the accumulated scheduled depreciation that would have been recorded if no impairment loss
had been recognized. The reversal of an impairment loss is recorded in the appropriate income statement line iterns
by function. By contrast, an impairment loss recognized on goodwill is not reversed in a subsequent period. No
reasons for recognition of impairment loss existed in the finangial year 2007,

5.5. Public sector grants and assistance

Public sector grants and assistance are recognized in accordance with 1AS 20 {Accounting for Government Grants
and Disclosure of Government Assistance) only if there is reasonable assurance that the conditions attached to
them will be complied with and that the grants will be received. Grants are recognized as income gver the periods
necessary to match them with the related costs which they are intended to compensate. In the case of capital
expenditure on fixed assets, the carrying amount of the asset is reduced by the amount of the public sector grant
awarded for this purpose. The grants are then recognized as income using reduced depreciation/amortization
amounts over the lifetime of the depreciable asset.

5.6. Property, plant and equipment

Property, plant and cquipment are subject to wear and tear and are carried at their acquisition or construction cost
less scheduled depreciation. Such assets are depreciated using the straightine methed in line with the pattern of
usage. If there are any indications of impairment, property, plant and equipment is subjected to an impairment test.
An impairment loss is recognized immediately in the income staterment if the carrying ameunt of an asset exceeds
its recoverable amount. The recoverable amount is calculated as the higher of an asset's fair value less costs to sell
and its value in use,
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If the reason for recognizing an impairment loss in prior periods no longer exists, the impairment loss is reversed
with income statement effect up to an amount not exceeding the asset's amortized cost. Low value assets {individu-
ally costing less than € 410) are expensed immediately in the year of acquisition.

Scheduled depreciation is based on the following usefut lives:

Useful lives of assets {in years}

Builiings } . 2_5;_5_0
ml:i;htwéi‘ghrt strum:rcs _ n o ! 7 . o 10
:.:l{r‘ol)érty Eacilities :- B 7 7 ' 10 -_20

Technical equipment, plant and machinery ‘7 . . 5-10
_Operational and office equipment ’ i ‘;-_:5——

The depreciation of machines used in multi-shift operation is accelerated by using a higher shift coefficient to take
account of additional usage.

The cost of items of self-constructed plant and equipment comprises all costs directly attributable to the produc-
tion process and an appropriate proportion of production-related overheads, including depreciation and pro rata
administrative and social security costs. Borrowing costs are not recognized as a component of acquisition or
construction cost,

The beneficial ownership of leased assets is attributed to the contracting party in the lease arrangement that bears
the substantial risks and rewards incidental to the ownership of that asset. i the lessor retains the substantial risks
and rewards (operaling lease), the leased asset is recognized in the lessor's income statement, and is measured
according to the accounting requirements applicable to that asset. The lessee in an operating lease arrangement
recognizes lease payments as an expense throughout the duration of the iease arrangement.

If the substantial risks and rewsards incidental to the ownership of the leased asset are transferred to the lessee
{finance lease), the jeased asset is recognized in the lessee’s balance sheet. The leased object is measured at its
fair value at the date of acquisition, or at the present value of future minimum lease payments if lower, and depreci-
ated over its estimated useful life, or the contract duration if sherter. The depreciation expense is recognized in the
income staternent. The lessee immediately recognizes a finance lease liability corresponding to the carrying amount
of the leased asset. In subsequent periods, the offective interest rate method is employed to amortize the lease
liability and reduce it by the repayment portion of lease installments. The lessor in a finance lease arrangement
recognizes a receivable amount corresponding to the net investment value of the lease arrangement. Income from
the lease is separaied into reductions of the lease liability and financial income. The effective interest rate method is
employed to reduce and amortize the lease liability. If a sale-and-leaseback transaction leads to a finance lease, the
surplus cbtained by deducting the carrying amount from the proceeds of the sale is expensed cover the duration of
the lease arrangement,

Impairment losses on intangible assets and on property, plant and equipment are calculated by comparing the
carrying amount with the recoverable amount. If it is not possible to attribute separate future cash flows to discrete
assets that have been generated independently of other assets, then an impairment test must be carsied out on the
basis of the cash-generating unit ultimately responsible for the asset. At each balance sheet date, the asset must be
tested for indications of impairment. If impairment is indicated, the recoverable amount of the asset or of the cash-
generating unit is rerneasured. If the reasons for impairment losses recegnized in a prior period no longer exist, the
impairment on these assets is reversed.




The recoverable amount of a cash-generating unit is usually determined using a discounted cash flow {DCF)
technigue. This invclves making forecasts of the cash flow that can be gencrated over the estimated useful life of the
asset or cash-generating unit, applying a discount rate that takes into account the risks associated with the asset or
cash-generating unit. The forecast cash flows reflect certain assumptions on the part of management which are
validated by reference to external sources of information.

Available-for-sale financial assets are classified as such if their carrying amouat can only be realized by sale and
not through continued use. Assets corresponding to this description are measured at the lower of their carrying
amount or their fair value less costs to sell, and are classified as available-for-sale financial assets. Such assets are
not recognized at amortized cost, impairment losses are not recognized for this category of asset unless their fair
value less costs to sell is lower than the carrying amouni.

If the fair value less costs to sell should increase in a later period, the previously recognized impairment loss is
reversed. This reversat is limited to the amount of the impairment loss previously recognized for the asset in question.
If measures or marketing activities in connection with non-current assets are introduced after the balance sheet
date but before the financial staternents are published, disclosures refating to the available-for-sale financial assets
are included in the notes to the financial statements. The assets are not classified as avaitable-for-sate in the consol-
idated financial statements far the financial year in question, and iheir scheduled depreciation/amortization is
continued.

8,7 Investments

The group’s share of profits ar losses of joint venturc companies accounted for using the equity method are allocated
on a pro rata basis to profit/loss and the corresponding carrying amount of the investment. This profit/loss is
reported in the financial result on a separate line item for ‘profit/loss of companies accounted tor using the equity
method".

5.7.1. Investments in non-consotidated subsidiaries

Investments in non-consolidated subsidiaries reported as non-current assets are measured at their fair value. If a
quoted markel price in an active market is not available and if a fair value cannot be reliably measured, investments
in non-consolidated subsidiaries are carried at cost.

5.7.2. Investments in associated companies

Investments in associated companies that are not accounted for using the equity method in accordance with |AS
28 are measured at their fair value in accordance with 1AS 39, If this value is not available, or if it cannot be reliably
measured, investments in associated companies are carried at cost.

5.7.3. Equity investments in joint ventures

Equity investments in joint ventures that are not accounted for using the equity method are measured at their fair
value or proportionately consolidated in accordance with IAS 39. They are carried at cost if a quoted market price in
an active market cannot be reliably measured.

5.7.4. Other equity investments

Other equity investments are measured at fair value in accordance with IAS 39. If a quoted market price in an
active market is not available and if a fair value cannot be reliably measured, the investments are carried at cost.

5.2.5. Non-current lcans receivable

Non-current loans receivable are carried at amortized cost based on their classification as “financial assets”.
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5.8. Inventories

Raw materials and supplies

Raw materials and supplies are measured al the lower of average acquisition cost and net realizable value. Trade
discounts and concessions and custemer loyalty awards are taken into account when determining acquisition costs.
Advance payments for inventories are capitalized. Acquisition cost comprises all direct costs of purchasing and ather
costs incurred in bringing the inventories to their present location and condition. Net realizable value is the estimated
selling price generated in the ordinary course of business less estimated costs necessary to make the sale {costs to
complete and selling costs).

Work in progress

Work in progress is measured at the lower of manufacturing cost and net realizable value. Manufacturing cost
comprises all ¢osts directly attributable to the production process as well as an appropriate proportion of
production-related overheads, including depreciation on production-refated assets and production-related admin-
istrative costs.

Borrowing costs of inventories
Borrowing costs of inventories are not included in the cost of inventories,

Contract production

The group uses the percentage-of-completion (PoC) method to recognize alt production contracts. If the outcome
of a specific production contract can be estimated reliably, revenues and ingome are recognized in proportion to the
percentage of completion. The percentage of completion is determined as the ratio of contract costs incurred to
total contract costs (cost-to-cost method), If the cutcome of a ¢ontract cannot be estimated reliably, the zero-profit
method is applied, whereby revenues are only recognized to the extent that contract costs have been incurred,
resulting in a balance of zero. !f settlement has not yet been received for a production contract, the construction
casts determined using the PoC method, taking profit sharing into account where relevant, are recognized as future
contract receivables in the balance sheet and as revenues arising from production centracts in the income state-
ment. These items are defined as the difference between the sum of contract costs incurred and measured up to
the balance sheet date and regorded profits less losses incurred and partial settlements.

Production contragts are recognized together with trade receivables in the balance sheet under the item ‘trade and
contract production receivables’. Advance payments received from customers that do not exceed the amount of
receivables are deducted from the receivables amount. If the advance payments received are higher than the contract
production receivables, the production contracts are recognized under ‘oiher liabilities”.

Projects with an assets surplus arg not offset against other projects with a liabilities surplus, Long-term production
contracts carried as assels or as liabilities are discounted at the appropriate market rate. In the case of projects car-
ried as assets, the discounted revenues arising from long-term production contracts are recognized in the income
statement under revenues. When the product is delivered, this interest component is derecognized via the financial
result. if, on the other hand, the {ong-term production contract is financed by means of long-term advance payments
received, the economic benefit arising from the present value received up to delivery of the engine is recognized
under other liabilities. The accrued interest receivable is transferred to revenues at the delivery date of the engine.

5.9. Financial instruments

A financial instrument is a centract that simultaneously gives rise to a financial asset in one company and o a
financial lkabitity or equity instrument in ancther company. Financial assets inglude, in particular, cash and cash
equivalents, trade receivables, loans and other receivables, financial investments held to maturity, and non-deriva-
tive and derivative financial asseis held for trading. Financiel liabilities often entitle the holder to return the instru-
ment to the issuer in return for cash or another financial asset. These include, in particular, bonds and other debts
evidenced by certificates, trade payables, liabilities to banks, finance lease liabilities, borrowers' note loans and
derivative financial liabilitics. Financial instruments are always recognized as soon as MTU becomes a party to the
contractual provisions of the instrument, In the case of regular way purchases or sales (purchases or sales under
contractual terms that provide for delivery of the asset within a certain period, which is normally determined by reg-
ulations or canventions in the respective market), however, the trade date ~ the date on which the asset is delivered
to or by MTU - is of impartance to the asset’s initial recognition and derecognition. Financial assets and financial
liabilities are not usually offset, unless offsetting would faithfully represent the economic effects of a business trans-
action, other event or condition.




Financial assets are measured and disclosed according to their classification in the categories defined by IAS 39.
MTU makes a distinction between the following categories, depending on the purpose for which the specific finan-
cial asset is held: “financial assets at fair value through profit or loss”, “held-to-maturity investments”, “loans and
receivables™ and “available-for-sale financial assets™. The assignment of an asset to a category, which morecver has
implications for measurement subsequent to initial recognition, is performed at the time of acquisition and is primarily
determined by the purpose for which the financial asset is held.

5.10. Financia! assets

At initial recognition, financial assets are measured at their fair value. This includes transaction costs directly attrib-
utable to the acquisition in the case of assets not to be subsequently measured at fair vaiue through profit or loss. As
a rule, the fair vaiue rocognized in the balance sheet corresponds 10 the financial asset’s quoted market price. The
measurement of a financtal assct subsequent to initial recognition depends on the category to which it was assigned
at the time of acquisition. The accounting treatment of each category is described in greater detail below:

Financial assets at fair value through profit or loss (FVtPL securities)

Financial assels held for trading are measured at fair value through profit or loss. This category primarily includes
derivative financial instruments that do not form part of an effective hedging relationship as defined in IAS 39 and
which hence are required to be classified as “held for trading”. Any profit or loss resulting from remeasurement is
recognized in the income staterment, The measured value of FVtPL or trading securities at the balance sheet date
may lie above the original acquisition costs. Changes in fair value are recognized in the income statement for the
current reporting period. This also applies to interest and dividends paid on the asset.

Held-to-maturity investments (HtM)

There are certain financial investments where it is both intended and can be reasonably expected on the basis of
economic assessment that they will be held to maturity. This category of financial assets is measured at amortized
cost using the effective interest method. To date, the group has not made any investments that can be classified as
“held to maturity".

Loans and receivables {LaR)

Financial assets classified as “loans and receivables" are measured at amortized cost less impairment, using the
effective interest rate where appropriate. The impairment lasses, which are recognized as specific allowances, are
adequately matched to the expected credit risk. When actual credit losses are incurred, the corresponding receiv-
ables are written off. Financial assets that are individually assessed and for which impairment is potentially indicated
are grouped with other financial assets with similar credit risk characteristics and coliectively assessed for impair-
ment. If deemed necessary, impairment loss is also recognized for the other assets {as a flat-rate general
allowance).

When determining the expected future cash flows for a portfolio in this context, past experience with credit losses is
taken into account glong with the contractually agrecd payment flow. Impairment loss on trade receivables is some-
times accounted for by means of valuation allowances. The decision whether to account for credit risk by means of
an allowance account or by directly recording an impairment loss on receivables depends on the degree of certainty
with which the risk situation can be assessed.

Available-for-sale financial assets (AfS securities)

Other non-derivative financial assets are classified as “available for sale”, These are always measured at fair value.
Gains or losses resulting from the measurement of fair value are recognized directly in equity, This does not apply in
the case of permanent or substantial impairment, or fair value changes in debt instruments due to foreign exchange
gains or losses, which are recegnized in the income statement. The cumulative gain or loss that was recognized in
equity in connection with the measurement of fair value is not recognized as profit or loss in the income statement until
the financial asset is derecognized. If it is not possible to reliably measure the fair value of an equity instrument that
is not quoted in an aciive market, the investment is measured at acquisition cost (less impairment where appropriate).

Designated financial assets at fair value through profit or loss
To date, MTU has not made any use of the option to designate financial assets at fair value through profit or loss
at initial recognition.

93




INLDLCS e Lt L T1E

94

Impairment loss on financial assets

At each balance sheet date, the carrying amounts of financial assets that are not measured at fair value through
profit or loss are assessed to determine whether there is any substantial objective evidence of impairment (such as
significant financial difficulties on the part of the debtor, a high probability that insolvency proceedings will be
braught against the debtor, the closure of an active market for the financial asset, significant negative changes in
technological, economic, legal or market conditions affecting the issuer, a persistent decline in the fair value of the
financial asset below its amortized cost). The amount of the impairment 1oss, which is indicated if its fair value is
lower than its carrying amount, is recognized in the income statement, Any impairment losses relating to the fair
value of available-for-sale financial assets previously recognized in equity are regycled fromn equity to the income
statement to the amount of the assessed impairment 1gss.

If, in @ subsequent period, there is objective evidence that the fair value has increased due to an event occurring
after the impairment was originally recognized, the appropriate amount of the previcusly recognized impairment
loss is reversed thraugh profit and loss. Impairment losses affecting available-for-sale equity instruments (or equity
instruments not quoted in an active market that are accounted for al cost} are not allowed to be reversed. When
testing for impairment, the estimated fair value of held-to-maturity investments, and the fair value of loans and
receivables measured at amortized cost, is approximated to the present vatue of future estimated cash flows
discounted at the financial asset's original eflective interest rate. The fair value of equity instruments measured at
cost and not quoted in an active market 1s calculated on the basis of the future estimated cash flows discounted at
the current rate consistent with the specific risks tc which the investment is exposed.

5.11. Cash and cash equivalents

Cash and cash equivalents, which include current accounts and short-term bank deposits, are due within three
months and are measured at amortized cost.

5.12. Financial liabilities

Financial liabilities are measured at their fair value at the time of acquisition, which is normally equivalent to the
acquisition cost. Transaction cosls directly attributable io the acquisition are included in the acquisition cost of ail
financial liabilities that are not measured at fair value subsequent Lo initial recognition. If a financial liability is interest-
free or bears interest al below the market rale, it is recognized at an amount below the settlement price or nominal
value. The difference between this value and the net toan proceeds is recognized as income. The financial liability
initially recognized at fair value is amortized subsequent to initial recognition using the effective interest method.

To date, MTU has not made any use of the option allowing financial liabitities to be designated at fair value through
profit or loss at initial recognition,

Measurement of financial liabilities subsequent to initial recagnition

Subsequent to initial recognition, all financial liabilities - with the exception of derivative financial instruments — are
measured at amortized cost using the effective interest method (*financial liabilities measured at amortized cost;
FLAC").

5.13. Derivative financial instruments

MTU uses derivative financial instruments as a hedge against currency, interest rate and price risks arising out of
its operating activitics and financing transactions.

At initial recognition, derivative financial instruments are measured at their fair value, The fair value is also of
importance to subsequent measurement. The fair value of traded derivative financial instruments is equivalent to
the market price, which can be positive or negative. If no quoted market price is available, the fair value must be
calculated using recognized actuarial models.

When measuring derivative financial instruments, it must be determined whether or not a hedging relationship
exists between the underlying transaction and the hedged item. Derivative financial instruments that do not form
part of an effective hedging relationship as defined in |1AS 39 must be classified as “held for trading” and are therefore
recognized in the balance sheet at their fair value. IT the fair value is negative, they are recognized under financial
liabilities (“financial liabilities heid for trading; FLHFT").




Hedge accounting (hedging relationships)

The fair value of derivative financial instruments is represented by the amount that MTU would receive or would have
to pay at the balance sheet date when the financial instrument is terminated. It is calculated on the basis of the rel-
evant exchange rates, interest rates and credit standing of the contractual partners at the balance sheet date.
Changes in the fair value are recorded either as profit or loss in the income statement or directly in equity, depend-
ing on whether or not the derivative financial instrument forms part of an effective hedging relationship as defined in
IAS 39. If a derivative financial instrument does not qualify for hedge accounting, changes in the fair value must be
recognized in the incame statement immediately. If, on the other hand, an effective hedging relationship as defined
in JAS 39 does exist, the hedging rclationship is accounted for as such,

MTU applies the requirements relating to hedging insiruments in accordance with 1AS 39 (cash flow hedge
accounting) to hedge future payment cash flows, This reduces volatility in cash flows that could affect profit and
loss. In doing so, MTU complies with the strict requirements of 1AS 39 concerning hedge accounting. When a hedge
is undertaken, the relatienship between the financial instrument designated as the hedging instrument and the
underlying transaction is documented, as are the risk management objeclive and strategy for undertaking the
hedge. This includes assigning specific hedging instruments to the corresponding future transactions and assessing
the effectiveness of the designated hedging instrument. Existing cash flow hedges are monitored for effectiveness
on a regular basis.

Cash flow hedges are used to hedge the exposure of future cash flows arising from underlying transactions to fluctu-
ations in foreign currency exchange rates. When a cash flow hedge is in place, the effective portion of the change
in vatue of the hedging instrument is recognized dircetly in equity (as a hedge reserve under accumulated other
equity), including deferrcd taxes, untit such time as the outcome of the hedged transaction has been recorded.

The effective hedge is recycled to the income staternent as soon as the hedged transaction affects profit or loss.
The ineffective portion of the change in value of the hedging instrument is recognized immediatety in the financial
result. The portion of the change in fair value not covered by the underlying transaction is recognized immediately in
the financial result. If, contrary to standard practice at MTU, an instrument does not qualify for hedge accounting,
then the change in {air value of the hedging transaction is recognized in the income statement.

5.14. Deferred taxes

Deferred tax assets and liabilities are recognized on temporary differences between the tax bases of assets and
liabilities and their carrying amount in the balance sheet (*balance sheet liability method”), and for losses carried
forward. Deferrcd tax assets are recognized to the extent of the probability that taxable income will be available
against which the deductible temporary difference can be applied. Deferred tax assets and liabilities are measured
on the basis of tax rates applicable on (he date when the temporary differences are expected to reverse. Please see
Note 14. for informatian on the impact of the German corporate tax reform and the associated decrease in the
amount of deferred tax liabifities at the balance sheet date. Deferred tax assets and liabilities are measured on the
basis of the tax rates in force or officially announced at the balance sheet date. Deferred tax assets and fiabilities
are offset, insofar as this meets the requirements of IAS 12,74,

5.15. Pension obligations

Pension provisions are accounted for using the projected unit credit method in accordance with IAS 19 (Employee
Benefits). This method takes account not only of pension and other vested benefits known at the balance sheet
date, but also of estimated future increases in pensions and salaries, applying a conservative assessment of the
relevant parameters. Measurement is based on actuarial reports. Actuarial gains and losses are only recognized in
profit or loss if they fall cutside a range of 10% (target corridor) of the defined benefit obligation, In this case, they
are recognized over the average remaining working fives of the employeces participating in the relevant plans, The
expense attributable to unwinding the interest on pension obligations is included in the financial result. All other
expenses attributable to pensian obligaticns are recorded in the appropriate income statement line items by function,
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5.16. Other provisions

Other provisions are recognized when there is a present obligation to a third party, it is probable that the provision
will be utilized, and a reliable estimate can be made. For the purposes of measuring provisions involving services to
be performed by the group (e.g. warranties and costs to comptlete), all cost components included in inventories are
taken into account. Nen-current provisions dug in more than one year are measured on the basis of their settlement
amount, discourted to the balance sheet date. Provisions for part-time early retirement working arrangements and
long-service awards are measured on the basis of actuarial reports prepased in accordance with IAS 19.

5.17. Contingent liabilities and contingent assets

Contingencies [contingent liabilities and assets) are potential obligations or assets arising from past events
whose existence depends on the occurrence or non-occurrence of one or more uncertain future events that are not
whelly within the control of MTU.

Contingent liabilities are also present obligations resulting from past events for which there is unlikely 1o be an out-
flow of economic rescurces, or where the amount of the obligation cannot be reliably estimated. Obligations arising
from contingent liabilities assumed and identified in conneclion with an acquisition are recognized if it is possible to
reliably measure their fair value. Subsequent ta initial recognition, contingent liabilities are recognized at the higher
of the two values: (a) the amount that would have been recognized as a provision, (b) the originally recognized
amount amortized by the actual cash flows. If the provision opticn is used, the present value of the liability is com-
pounded at the market rate.

Contingent assets are not recognized, Disclosure of contingent liabilities is provided in the notes to the consolidated
financial statements if an outflow of economic benefits is not improbable. The same applies to contingent assets if
an inflow is probable.

5.18. Share-based payment transactions

Share options {share-hased payment transactions settled by the issuance of equity instruments) are measured at
fair valye at the grant date. The fair value of the obligation is recognized during the vesting period as a personnel
expense and in equity. Exercise conditions that are not tied to market conditions are included in the assumptions
concerning the number of options that are expected ta be exercised. If there are modifications during the vesting
period, the incremental amount of the fair value corresponding to the services received trom the modification date
to the date on which the modified equity instrument becomes exercisable is recognized in addition to the amount
based on the fair value of the original equity instrument at the grant date, which is recognized throughout the
remaining part of the original vesting period. The cxpenses are recognized over the vesting period. The fair valug is
obtained using the internaticnally recognized Black-Scholes pricing model.

\

5.19. Dividend payment and profit distribution

The claims of shareholders to dividend payments and profit distribution are recognized as a liability in the period
in which the corresponding resolution is passed.




5.20. Judgements and key sources of estimation uncertainty

The presentation of the group's net assets, financial situation and operating results in the consolidated financial
staternents depends on the use of recognition and measurement methods and of assumpticns and estimations.
Actual amounts may deviate from those estimated. The uncertainties associated with the key estimations and corre-
sponding assumptions and the choice of accounting policies, as detaited below, are crucial to an understanding of
the underlying risks of financial reporting and the eifects that these estimations, assumptians and uncertainties
might have on the consolidated financial statementis. Actual values may occasionally deviate from the assumed and
estimated values. Adjustments may be made te carrying amounts at the time that better knowledge comes to light.

The measurement of property, plant and equipment and intangible assets involves the use of estimations to
determine the fair value at the acquisition date. This particularly applies to assets acquired within the context of a
business combination. Estimations are also employed to determine the expected useful life of assets. judgements
by management {orm the basis for determining the fair value of assets and liabilities and the useful life of assets.

In the process of determining the impairment loss on property, plant and equipment and intangible assets,
estimations are made concerning such parameters as the source, timing and amount of the impairment loss. Many
different factors can give rise to an impairment loss. Factors always considered are changes in the present compet-
itive situation, expectations concerning the growth of aviation and the aircralt industry, increases in the cost of
capital, changes in the future availability of financing funds, aging and obsclescence of technologies, the suspension
of services, present replacement costs, purchase prices paid in comparable transactions, and other general
changes providing evidence of impairment.

As a rule, recoverable amounts and fair values are determined using the discounted cash flow method, which
includes reascnable assumptions derived from other market players (peer group). The identification of indications of
impairment, the estimation of future cash flows and the determination of the fair valuc of an asset {or a group of
assets) require a variety of judgements that management has to make with respect to the identification and verifica-
tion of signs of impairment, anticipated cash flows, the appropriate discount rate, the relevant useful life, and residual
values. In particular, the estimation of cash flows on which the fair values of new engine programs in both the
commercial and military engine business are based depends on the assumption that it will be possible to raise funds
on a continuous basis, but also that it will be necessary to make continuous investments in order to generate
sustainable growth.

If the demand {or engines is slower than expected, this could reduce earnings and cash flows and possibly lead to
impairment loss cxpenses in connection with the write-down of these investments to their fair value. This could in
turn have negative repercussions on operating results.

The determination of the recoverable amount of a cash-generating unit involves estimations on the part of man-
agement. The fair value less costs to sell is determined using the discounted cash flow method. One of the key sets
of assumptions on which management bases its estimation of the fair value less costs to sell concern the cash flows
of the cash-generaling unii. These estimations, including the method used to obtain them, may have a significant
impact on the determined fair value and ultimately on the amount of the impairment loss recognized on goodwill.
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Management creaies allowances for doubtful accounts in order to account for estimated losses arising from the
insolvency of customers. Management bases its judgement of the appropriateness of allowances for deubtful
accounts on the repayment structure of the balance of settlements and past experience with the writing-off of
debts, the customer’s credit standing, and changes in the conditions of payment. If the customer’s financial situa-
tion should deteriorate, the extent of the write-offs that actually have to be made may exceed the expected volume.

Income taxes have to be estimated for cach tax jurisdiction in which the group operates. The expected actual
income taxes have to be calculated for each taxable subject, and temparary differences arising from the different
treatment of certain balance sheet items in the {FRS consolidated financial statements and the tax statements need
to be reviewed, All identified temporary differences lead to the recognition of deferred tax assets and liabilities in
the consolidated financial statements. Management judgements come into play in the calculation of actual taxes
and deferred taxes. Deferred tax assets arc recognized to the extent that it is probable that they will be utilized.

The utilization of deferred tax assets depends on the possibility of generating sufficient taxable income in a particu-
tar tax category and tax jurisdiction, taking into account where appropriate any statutory restrictions relating to the
maximum pericds over which losses may be carried forward. A variety of factors are used to assess the probability
that it will be possible to utilize deferred tax assets, including past operating results, operating business plans, the
period over which losses can be carried forward, and tax planning strategies. If the actual results deviate from these
estimations, or if these estimations have to be adjusted in a future period, this may have detrimental effects on the
group’s net asset position, financial situation and operating results. If there is a change in the value assessment of
deferred tax assets, the recognized deferred tax assets must be written down.

Pension ohligations for employee benefits are not covered by any other plan assets classified and accounted for as
defined benefit plans except for the plan assets of MTU Miinchen Unterstiitzungskasse GmbH. On the other hand,
the expected plan assets of MTU Miinchen Unterstiitzungskasse GmblH are deducted from the pension obligations
in the income statement. Expenses in connection with employees’ retirement benefits are determined using actuar-
ial methods based on assumptions concerning interest rates and life expectancy. Other key assumptions relating to
the expense for retirement benefits are partially based on actuarial measurements which in turn are based on
assumptions such as the interest rates used to calculate the amount of the group’s pension obligations. If it should
hecome necessary 1o modify the assumptions relating 1o interest rates, this could have a significant effect on the
future amount of the expense from pension obligations.

The recognition and measurement of provisions and the level of contingent liabilities in connection with pending
legal disputes or other pending claims arising from conciliation or arbitration proceedings, joint committee proce-
dures, government law suits or other types of contingent liability (particularly those arising from risk- and revenue-
sharing partnerships) involve substantial estimations on the part of MTU. For instance, the assessment of the prob-
ability that a pending case will be won or that an obligation will arise, or the quantification of the probable payment
involved, all depend on an sceurate evaluation of the prevailing situation. Provisions are accrued when there is a risk
that losses may ensue from pending transactions, a loss is probable, and this loss can be reliably estimated. Due to
the uncertainties aitached to this assessment, the actual losses may deviate from those originally estimated, and
hence from the amount of the provision. The calcuiation of provisions for taxes, environmental obligations and legal
risks also involves considerable use of estimations. These estimations may change in the light of new information. In
order to obtain new information, MTU mainly relies on the services of internal experts and external consultants such
as actuaries and lggal counsels. Changes to the estimations of threatlened losses from pending transactions can
have a significant effect on future operating results.
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6. Cost of sales

Cost of saies

in € million 2007 2006 2005
m(?o;tﬁo?materials 7 ._ 7 _-heRer A5 -1,352.2

Pesomnelexpenses 3502 3862 3796
—-D_epr—eci_aiion and amortizatlon - - 1373 ) -142.9 -154.3 .

Other coslﬂf sales L -12.5 -15.1 -8.6

-2,129.5 -2,063.5 -1,894.7

Cost of sales includes impairment losses of € 14.7 million (2006; € 6.3 million), The table below classifies these
impairment losses accarding to segments and asset groups:

Classification of impairment loss

2007 2006 2005
in € million OEM MRC  Total OEM  MRQ  Total QEM  MRO  Total
The following segments and assct groups
have been affected by impairment loss:
Intangible assets
- MTU Maintenance Canada Lid. 0.1 0.1 0.5 0.5
- TP400-D4 engine program 2.4 2.4
- CF34 license 14.7 14.7

14.7 14.7 2.4 0 2.5 0.5 0.5
Property, plant and equipment
- MTU Maintenance Canada Lid. 0.5 0.5 1.9 1.9
= MTU Aerg Engines North America Inc. 3.3 33

33 05 38 1.9 1.9
.7 14.7 5.7 0.6 6.3 2.4 z4

The impairment loss on intangible assets in the financial year 2007, amounting to € 14.7 million, relates to the
carrying amaount of a license for CF34 repair techniques employed in commercial engine maintenance. Comparison
of the license’s carrying amount with its value in use revealed that the latier was below the carrying amount, and
hence an impairment loss of € 14,7 million, representing the full carrying amount of the CF34 repair license, was
recognized in cost of sales and hence reduced earnings of the commercial MRO business in 2007,

The impairment 1oss on property, plant and equipment in the financial year 2006, amounting tc € 3.8 million, was
necessitated by the fact that the carrying amounts of MTU Maintenance Canada Ltd., Canada, and MTU Aero
Engines North America Inc., U.S.A., no longer adequately reflected their respective values in use, The calculated
impairment loss on intangible assets totaling € 2.5 million accounted for in the 2006 income statement was largely
attributable to the investment in the TP400-D6 engine program for the A400M military transporter.
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7. Research and development expenses

Total research and development cxpenses, which cover expenditure on research, yet-to-be-capitalized development

costs, and development costs capitalized far the first time in 2007, are detailed in the {able below:

Research and development expenses

in € million 2007 2006 2005

“Cosl of materials -370 ) 2;3 - 53_3_3
Personnel expenses -45.9 —%ﬁ _ __—44.9_—

Depreciation and amortization -5.9 ~ -5.7 -5.6

_ :: S ) o . -88.8 -80.6 -83.8

3 Capitalized dc\;lopment c;sts 4.3
Utiiizi;tiionr of h&D provision ’ ) H_S_l o ot}
— _ B -45.7

Expense

In additicn to research costs and yet-to-be-capitalized develepment ¢osts, the research and development expenses
amounting to € 88.8 million {2006: € 80.6 million) also include development costs for special repair techniques
designed to improve the costl-efficiency of engine maintenance, which were recognized for the first time in 2007,
Given that the recognition c¢riteria for these technologies had been met in 2007, capitalized development costs
totaling € 4.3 miliien (2006 € 0.0 millien) were recognized under intangible assets, and will be amortized over the
useful economic life of the technologies after their entry into service.

8. Selling expenses

Selling expenses

in € million
Cost of materials

Personnel expenses

Depreciation and amortization

Other selling expenses

2007 2006 2005
-4 94_7 l' _7 9.2

i -42.5 -46.3 Ii'i—
-3.7 -1.8 -2.3
: -14.3:' o 7—13?4 o -13.6
o _-;5-.0— “"_-71.2 -6%.4

Selling expenses are mainly comprised of expenses for marketing, advertising and sales personnel, valuation
allowances and write-downs on trade accounts receivable,




9. General administrative expenses

General administrative expenses

in € million 7007 2006 2005
_Cost of materials __ e AU L

Personnel expenses -26.4 282 -_32.1
:B:;éciation and amertizaticn ; o ) -39 7 ;1.4 N ) I_Z

Olh;:r administrative expenses - ’ -8.3 -1.2 -8.4
o T T T o o -45.8 T -;54_ o —_-46,4

General administrative expenses are expenses incurred in connegtion with administrative activities unrelated to
development, production or sales activities,

10. Other operating income and expenses

Other operating income and expenses

I € million 2007 2004 2005
Incon:; ) ) N o T o T ST T
iccing from the disposzl of property, planlﬂald equipn'le_m_ _ 0.8 11.1_ N '0_3____
_Iq_st{rarlfze claims _ ) ) 2.8 ) 2.6_ o Z_L
_C_ostﬁs_chgrge_d on {0 other corqpianies_ o _ _7 ;_ ) i o (E_I___
_Disgn_t.i_nua(ion of_‘properly transfer }a_x Iiia_bili(y ) L _ N ) o B 3L8__
_Dic_ﬁl:ls_g_h'datwi_on of_ATENA Engiﬁeeri[l.g_GrE_IJ_t _ . _7__ _ o 7 . o __ o _j_:t___
Sundry other operating income 2.9 2.1 Fa
6.5 15.8 13.5
Expenses o i T T B o
Losses from the disposal of property, plznt and equipment -0.4 -0.9 -2:6"_“
Insm.;rance claims 2.7 -2.0 rﬁg;mw
Customs - -3.0
——;un;y other operating cxpenses T - o - -1.2 - 07 - ‘_—10—_
~ ) 4.3 __ -3.6 -8.8

2.2 12.2 4.7

In 2007, other operaling income included public-sector grants amounting te € 0.3 million (2006: € 0.2 million).

income from the disposal of property, plant and equipment in 2006 includes proceeds on the sale of real estate not
essential to the company’s core operations with a carrying amount of € 7.5 million.
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11. Interest result

Interest resuit

in € million 2007 2006 2005
Intere‘s_t-irE;me' _ o 7.4 ) 274 29.0
_ C_@ye_r:iblg bor_\d . .": . o L h i :7.9 ] B
B Ex_pfr_\sc resulting from early [epq}r_rrlent oif_high_y;ic_ldA and o 7 ) -19.1 ) _ _ _ _:9.1
mBaﬂl‘(Ai‘nlertlzsl } —: -4.8 -28.9 ) ‘-28.9
_Lo_a_rl Interf_:_st ] 7 j 7 o :_: ) -2 __ ] -13._6 _ 7 -éa.b
Finance lease interest expense -2.5 -2.8 . -2.9
Interest expense atiributable to non-consclidated companies -0.3 -0.4 ;LL.....
Other interest expenses -2.1 -1.6 0.1
Interest-;_c-n-ses‘ ST -38.8 . -47.3 -70.8
_Interest result - - - T --31.4 -19.9 -4t.8
thereof: on ﬁna—r;a instmm;zr;;;;ssified in accordance wi_lh IAS 39 as;
Loan_s 'an_d receivables (LaR) o _ 2.3 _ o 0._7 _____ na
A_viaila_ble:fcr-sare financial afsets_(éfSl N L 0.1 _ _ _Aa.
_——_I-:E{\incial liabilities measx}red at amorlize7d coét (FLAC) " - 7 -35.3 -44.1 n.a.
Final}_c_ial instruments not wit_hin_-the scope_of_IFRS_? or_l_is 39 4.4 23.‘2 N na.

" Interest expenses measured using the effective interest method

The poorer intcrest result in 2007 compared with 2004 is attributable to the expense resulting from early repayment
of the high yield bond amounting to € 19.1 million {2006: € 0.¢ million}. The figures for 2006 included roughly
equivalent amounts of income and expenses arising from inlerest rate swaps.

12. Result from equity accounted investments

Resuit from equity accounted investments

in € million 2007 2006 2005

Resull of companies accounted for using Lhe eguity method «2.3 2.1

Result of companies accounted for using the equity method comprises the operating loss of the joint venture Pratt &
Whitney Canada Customer Service Centre Europe GmbH, Ludwigsfelde. In 2007, the exchange rate parity between
the U.S. dollar and the euro had a negative impact on this associated company’s earnings, resulting in an operating
loss of € 2.3 million (2006: € 0.0 million).




13. Financial result on other items

Financial result on other items

in € million 2007 2006 2005

Result from investments

Result of associated companies l);a 0.3 0.2
Result of other investments 0.9 0% 0.2

Losses on disposal of investments in aftiliated companies -0.1?_ _
- B T T T -1—3 0.9 0.4

Effects of changes in foreign exchonge rates

Exchange rate gains/losses on currency holdings -14.8 5.4 12.0
Exchange rate gains/losses on financing transactions 1.7 1.0 -9.5
Exchange rate gains/losses on finance lcases 20 2.4 -3.3
__fair value gains/losses on derivatives . N )
Gains/losses on currency derivatives and intergst rate derivatives 8.2 7.1 -8.7
Losses on forward commodity $ales contracts i ) -91.? ~ o
Results from other financial instruments -1.2 0.3 -2.1
Interest portion included in measurement of
receivables, provisicns, fiabilities and advanﬂaymMcgstomers ) e _;1_7"_7 _ __19‘7__ ____'?E____
-31.5 14,3 -33.3
Financial result o;\ othe-r -ilems . ;3“93 -13.4 -32.9
Thereof: on financial inslrmnem-s classifi-ed in accordance with IAS 39 as: - L
Financia!-as;els at fair value through profit or Ioss - held for trading (FAH{T) 17.8 1¢.2 na.
Financial liabilities at {air value through prefit or loss — held far trading (FLHET) -2005 -2.5 n.a.

Financial result on other items groups together the profit of affiliated companies with all other income and expense
items, including exchange rate gains/losses on financial instruments classified as “hetd for trading” in accordance
with |AS 39. Interest rate gains or losses from derivative financial instruments (interest rate swaps) accrued with
respect to subsequent accounting years are balanced against the corresponding expenses per contract and the net
amount is recognized as income or expense. The net interest expense is classified on the basis of the type of under-
lying transaction. The finangial result on other items furthermere comprises the respective interest portions included
in the measurement of receivables, contract production receivables, provisians, liabilities and advance payments
from custemers.

Exchange rate gains/losses on finance leases relate to engines carried as capitalized assets in the MRO segment,
which are leased to airlines for the duration of maintenance work on their own engines, permitting the aircraft to
continue flight operations. Finance lease liabilities derive from contracts priced in U.S. dellars, which are translated
into euros at the exchange rate prevailing on the balance sheet date.

The financial result on other items deteriorated in the financial year 2007, increasing by 125.4 % to a net expense
of € 30.2 million (2006: a net expense of € 13.4 million), This was attributable to expenses in connection with
forward commodity sales contracts for nickel amounting to € 9.7 million (2006: € 0.0 million) and fair value losses
on currency hoidings due to the lower exchange rate parity with the U.S. dollar amaunting to € 14.8 miilion (2006:
losses of € 5.4 million}.
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14. Income taxes

MTU's income tax expenses derive from the following sources:

Income taxes

in @€ million 2007 2004 2005
V(}J;ren‘t tax explcnse - T S T -t‘;5.5w i ' '-‘26.57 ; : -122,0

Deferred tax expense 40.5 -34.9 . 96.2
m:n_m-; taxes reported in tr-\e income statement B T T -25.3—. -61.4 -25.8

Tax reconciliation
The difference between the expected tax expense and the effective tax expense is attributable to the following
factors:

Tax reconciliation

Calculation of the effective tax expense

in € million 2007 2004 2005
Result before income tax 179.4 150.5 58.6
Income tax rate {including municipal trade tax) 40.4% 40.4% 40.4%
Expected tax expense -72.5 -60.8 -23.7
Effects of recognition and measurement adjustments

and write-downs on deferred tax assets 0.3 -6 4.4
Effects of deconsclidation of group companies 1.8
Effects of non-tax-deductible expenses and

tax-exempt income -1.8 1.4 -1.1
Effects of lower tax rate for companics oulside Germany 2.3 1.3

Effects of investments accounted for using the

equity method 0.9 0.1 09
Decrease in deferred tax liabilities as a result of remeasurement

in anticipation of the German Corporate Tax Reform Act 2008 46.8

Other effects 0.5 -1.6 0.7

Total tax expense -25.3 -41.4 -25.8

German Corporate Tax Reform Act 2008

The German Corporate Tax Reform Act 2008 will enter into force with effect from January 1, 2008, after the draft bill
that had been passed by the lower house of parliament (Bundestag) on May 25, 2007 was approved by the upper
house (Bundesrat) on July 6, 2007, The rate of corporate tax will be reduced from the previous 25 percent to a
uniform rate of 15 percent for every type of company, irrespective of whether it retains profits or pays a dividend.,
The rate used to calculate municipal trade 1ax expense has been reduced from § percent to 3.5 percent, and the
municipal trade tax expense wil! no lenger be deductible for corporation tax purposes.

The result of these changes is that the combined tax rate {including both carparation tax and municipal trade tax) of
40.4 % that has applicd to the group holding company, MTU Aero Engines Holding AG, Munich until December 31,
2007 will be reduced to 32.6% as of January 1, 2008. The deferred tax liabilitics arising mainty from the company’s
acquisition on fanuary 1, 2004 by Kohiberg Kravis Roberts & Co. {KKR), London from DaimierChrysler AG, were
remeasured on the basis of the expected, uniform corporate tax rate of 32.6 % (previously 40.4 %) at 31 December,
2007, to aceount for the reduced rate applicable as from january 1, 2008. This remeasurement resulted in future tax
expense reduclions totaling € 46.8 million which have been recognized in the income statement for the financial
year 2007.




The deferred tax assets and liabilities existing at December 31, 2007 are itemized in the table below:

Analysis of deferred taxes

Deferred tax assets Deferred tax liabilities
in € million Dec. 31, 2007 Dec. 31, 2006 Dec. 33, 2005 Dec, 31, 2007 Dec, 31, 2006 Dec. 31, 2005

ﬁa_ng_il_nl.o ass_ets 0.7 . 0.6_. 0.4 235.3 305.7 312.8

ﬂpfr_t!. plant and equipment 7 _ 7 ;; ‘_;__E_" a 4.1 9‘;,9 1-24.8 ) 134.4
Fiiancial assets 779 o 1.2 o 1.0 -

" inventories i 0 08 a2 215 289 24
Receivibtes a;d other asset; o 6.3 2.6 L1 o 174 o _i?.ﬁ_ B.7
Provisions nz.0 166.5 194.3 1.3 0.9 0.9
Equity;rtion of convertible bon; o o 5,7 . o

Eecia-l tax reserves 4.2 5.3
Fon;'a;d foreign exchange contra;ts o o 10.;’. 85 ) -10.4 ) -

Tabilit_ies 7.'2 16.1 7 19.5 5.9 ’ 0.2 V 1._;:__
Tax Ioss_c_s carried forward 18.4 17.7 19.5
Valuati;n alloyvance" :-‘ZOV.Bﬁ o :Zé; - __-22.? o
Offset of ass;ets and liahilities - i —129—.9 -186.6 ’ _-230.;' o --129’7_ :1_80‘6— i ?OA

o T 0.7 1.4 0.2 269.8 307.2 250.4

" Concerns primarily MTU Maintenance Canada Lid., Canada and die MTU Aero Engines North America Ing., U.S A,

Deferred tax assets and deferred tax liabilities are recognized for all temporary differences between the tax amounts
carried in the balance sheets of the individual companies and those carried in the consolidated balance sheet, using
the liability tax allocation method. On the basis of the group’s good past earnings and its positive earnings forecast,
MTU Aere Engines Holding AG is confident that MTU Aero Engines Holding AG and the other group companies wilt
generate sufficient taxable profit to allow the deferred tax assets to be utilized.

At Decemnber 31, 2007, all deferred tax assets and liabilities arising from temporary differences between the tax
amounts carried in the balance sheets of the individua! companies and those carried in the consolidated balance
sheet were remeasured on the basis of the combined tax rate of 32.6% that is expected to apply in Germany from
the financial year 2008 onward.

The German corporate income tax rate applicable to the financial year 2007 is 25 %, supplemented by a solidarity
surcharge amounting to 5.5 % of the corporate income tax charge. This produces an effective corporate income tax
rate of 26.4 %. Municipal trade tax, which is deductible from corporate income tax, amounts to an additional 14 %,
resulting in a total tax rate of 40.4 %,

The effective tax expense is € 47.2 millicn above (2006: € -0.6 million below) the expected tax expense for the
group that would have resulted from application of the tax rate appiicable to MTU Aero Engines Holding AG. The
tax rate for the group for the financiat year 2007 was thus 14.1% {2006 40.8 %). The main cause of this substantial
reduction in the tax rate for the group for the financial year 2007 is the remeasurement of accrued deferred tax
assets and liabilitics at December 31, 2007 on the basis of the lower tax rate associated with the entry into force of
the German Corporate Tax Reform Act 2008, leading to 2 decrease in deferred tax liabilities of € 46.8 million (2006:
€ 0.0 million). Without the effect of the decrease in deferred tax liabilities, the tax rate for the group would be
40.2 %, or slightly below the previous year's level of 40,8 %,

The effects of purchase price allocation arising from the company’s acquisition on January 1, 2004 by Kohlberg
Kravis Roberts & Co. (KKR) from DaimlerChrysler AG resulted in additional depreciation and amortization expenses
in 2007 amounting ta € 54.6 million (2006: € 67.4 million, including impairment on intangible assets of € 2.4 mil-
lion), which lowered group earnings but did not affect taxatien. Interest expenses attributable to the purchase
financing amounting to € 21.2 million {2006: € 13.6 million), which were partially included in the assessment of
income tax payments, had the effect of increasing the total tax rate. An analysis of deferred tax assets and liabilities,
showing their allocation to individual balance sheet items, is provided in Note 34,
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15. Earnings per share

The potential issue of common stock in connection with the convertible bond issue on February 1, 2007 and the
stock option program for employees (Matching Stock Program, MSP) launched on June 6, 2005 had a dilutive effect
on earnings per share in the financial year 2007, The computaltion of diluted earnings per share involves adding the
maximum number of common shares that could be issued through the exercise of conversion rights to the average
weighted number of ouistanding shares. At the same time, group earnings are adjusted in respect of the interest

expense (net of tax) on the convertible bond.

The table below shows earnings per share together with the dilutive effect of the potential issue of common stock in

connection with the cenvertible bond and the Maiching Stock Program.

Undiluted and diluted earnings per share

Jan. 1 to Dec, 31

2007
Undiluted Reconciliation of
carnings per shares financial instruments
Interest expense Current
convertible and deferred
bandfshares taxes
Net profil in @ million 154.1 79 -3.2
Weighted average number
of outstanding sharcs sharcs 52,295,450 3,636,364
inG 2.95

Earnings per share

Jan, 1to Dec. 31

2007
Diluted
earnings per share
Matching
Stock
Program/
sharcs
158.8
100,826 56,038,640
2,83

The comparative tables for 2006 and 2005 show carnings per share together with the potential dilutive effect of the

Matching Stock Program. The convertible bond was issued in the financial year 2007.

Undiluted and diluted earnings per share

Jan. 1to Dec. 31

Jan. 1 to Dec. 31

2006 2006
Undiluted Reconciliation of Dituted
carnings per shares financial instruments earnings per share
Interest expense Current Matching
convertible and deferred Stock
bond/shares taxes Program/
shares
et prefit in & million 89.1 89.1
Weighted average number
of outstanding shares shares 54,216,897 165,851 54,382,748
Earnings per share in & 1.64 i.64
Undiluted and diluted earnings per share
Jan. i to Dec. 31 Jan. 1to Dec. 31
2005 2005
Undiluted Reconciliation of Diluted
earnings per shares financial instruments earnings per share
Interest expense Current Matching
convertible and deferred Stock
bond/shares taxes Program/
shares
Net profit in G million 328 32.8
Weighted average number
of outstanding shares sharcs 55,000,000 76,487 55,076,487
in € 0.60 0.60

Earnings per share




16. Additional informatian relating to the consolidated income statement, the consolidated halance sheet, and
financial instruments
16.1. Reconciliation of EBIT to EBITDA (adjusted), depreciation/amortization expense, and nonrecurring items

After adjustments to eliminate the effect of purchase price allocation in connection with the acquisition of the group
companies and nonrecurring items, and the addition of scheduled deprectation/amortization and impairment
losses, the following intermediate result is obtained:

Reconciliation of EBIT to EBITDA {adjusted), depreciation /amortization expense, and nonrecurring items

in € million 2007 2006 2005

Earnings before interest and tax (EBIT) 243.3 183.8 131.2

+ Scheduted depreciation/amortization of:

- Current amgrtization 0.7 12.7 n.7z
- Acquisition-related amortization expense {PPA) 42.5 42,6 42,5

Property, plant and ¢quipment

) fSJurrem dep_rer,ia:ion _ 70.6 . 47.8 65.3_A
i A;ﬁrurisiticn-related dcprcciati;n ;pense (PJ o 121 N 224 42.2
o 827 90.2 107.5
Tota! scheduImt.-rd*;zpreciation/amortization 1349 145.5 161.7

+ Impairment losses on:

Intangible assets 14.7 2.5 . 0:5\”_____
Pr_ope-rty, plant and equipment o B B ) 3.8 ‘__1:0
Total impairment Ios-s B 14,7 6.3 2.4
Tota! depreciation/amortization and impairment loss . Ajjf.bwu ‘‘‘‘‘ 151.8 L 164.1
EBITDA" T 7 392.9 335.6 295.3
- Utilization of R&D provision i -16.1 -38.1
:Rnevstr;:cturiﬁg cXpenses T T R 20.0 o 2.?_
- Alloc-ation to ccming;_nt Eiabﬁi;es_ -10.8 -21.3
_;-Gains on sales of land o T . -10.5
EBITDA {adjug;g_;g :j a 392.9___ ne.2 238.7

't Earnings befare interest, 1ax, deprocialion and amortization

The impairment loss on intangible assels relates to the carrying amount of a license for CF34 repair techniques
employed in commercial engine maintenance. Comparison of the license’s carrying amount with its value in use
revealed that the latter was below the carrying amount, and hence an impairment less of € 14.7 million was recog-
nized in cost of sales, reducing earnings of the commercial MRO business in 2007,

The impairment loss on property, plant and equipment in the financial year 2006, amounting to € 3.8 million, was
necessitated by the fact that the carrying amounts of MTU Maintenance Canada Ltd., Canada, and MTU Aero
Engines North America Inc., U.S.A,, no longer adequately refiected their respective values in use. The calculated
impairment loss on intangible assets totaling € 2.4 mitlion accounted for in the 2006 income statement was attrib-
utable to the investment in the TP400-D6 engine program for the A400M military transporter, and an additional
impairment loss on intangible asscts of € 0.1 million was attributable to MTU Maintenance Canada Ltd., Canada,
where in each case the carrying amount exceeded the value in use.
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16.2. Disclosures relating to capital management

In the management of ity capital, the group focuses primarily on optimizing the balance between equity capital and
financiat debt, and on improving the equity ratio and return on equity.

At December 31, 2007, equity capital and tolal capital {equity capital plus current and non-current financial debt)
amounted to:

Capital management

Change Dec. 31, 2007 Cec. 31, 2006 Dec. 31, 2005
in% € million & millicn € million

Equit;_capital i o S —U—I o 5-6?,.0 562.3 - 5;’28.0_——
—:;;f total capital T "k - :’:3.3 B 62.4 T 61,8
Non-currenil?r;nrci;ﬂjj:bl -7 66.8 249.6 B 276.9

:E_u_rrfzit‘financial debt 7 AV S 25%.7 . 89.2 _;f j?.'fw
Debt capital B -3.;"_‘ i 3:26.5- - 33;.8 326.7
as % of ml_a-l ca‘pit;l N 36.7 o 3_7.6 ) 8.2
Total capigavl (Euif_y c_ap_it'a_lﬂb_t cﬂal) -1.4 . 888.5 _?‘0_1_.1 854.7

Equity capital decreased in the financial year 2007 by 0.1% compared with the previous year. Please refer to Note
27. et seq. for details of changes. Financial liabilities decreased by 3.6 % compared with 2006. The overall conse-
quence for the financial ycar 2007 was an increase in cquity capital as a percentage of total capital to 63.3%,
up from 62.4% in 2006. The ratic of debt capital 1o total capital decreased to 36.7 % (2006: 37.6 %) in the financial
year 2007. The main componaents of the financial liabilities were the issued convertible bong with a par value of
€ 180.0 miflion (2006: high yield bond € 165.0 million) and the use of the revolving credit facility to the amount of
€ 69.6 million (2006 € 75.6 millian). The minimization of interest expense is the foremost consideration in respect
of these components of the debt capital. The high yield bond carrying an interest rate of 8.25% p.a. was replaced
in 2007 by the convertible bond with a term to raturily of five years and a fixed coupon rate of 2.75% p.a.. The
effective interest rate of the debt capital raised through the convertible bond is 5.425% p.a.. At year-end 2007, the
company had repurchased sufficient treasury shares to discharge its obligations towards parties holding rights
to the convertible bond (see Nole 27.5.).




16.3. Personnel expenses

Costs by function include the following personnel expenses items:

Personnel expenses

in € million

Wages and salaries

Social security, pension and
other benefit expenses

2007 2006 2005
4001 425.1 404.6

708 95.7 101.5
470.9 506.1

524.8

Pension benefits account for € 4.7 million (2006: € 29.9 million) of these expenses. The employer's share of social
security cantributions, which is recorded as an expense, amounted to € 66.1 million (2006: € 69.8 million).

The interest pertion of the expenses attributable to pension benefits is recognized in the financial result on other
items. Income arising from the plan asseis is offsel against personnel expenses at individual company level.

16.4. Disclosures relating to the average number of employees

The average number of persons employed during the financial year 2007, broken down into groups, is as follows:

Disclosures relating to the average number of employees

Number

Industrial staff

Administrative staff

Employees on temporary contracts

Trainees

Students on work experience projects

2008
3na
3,206

2005

3,095
3,378

144

6,617
286
167

7,070

109




ER AR Lt TR AT SRS R L L - B S ~

110

16.5. Cost of materials

Costs by function include the following cost of materials items:

Cost of materials

in € million 2007 2006 2005

Cost oTra\;v—n-\at;ria'Is ;r::upplies. 802.; ’ BOO.; }EE_FZ‘__
_C;s;t ;')1 purfh_a_sf_d servi;cs S 795.0 “ £2.2 694.6
- ) 1,691.7 1,562.7 1,398.8

16.6. Fees paid to the auditor

The expense attriputable to fees paid in the financial year 2007 to the accounting firm Deloitte & Touche GmbH,
Wirtschaftsprifungsgeselischaft, for the auditing of the consolidated financial statements pursuant to Section 314
{1) no. 9 of the German Commercial Code (HGB) amounted to € 1.0 million (2006: € 0.9 million).

Fees

in € million 2007 2006 2005
__—.&J_;il_of.financial sta:emen—ls - —_— . ~____ . - _ ] 0.7 - 0.5 ) - ) 1_(.)—_
_-T_aj c_onsultlpg e ¢3 0.3_

Otherf‘enificéli?n or eva_li;ftion services N L ) 0.1 o 0.5

Lo 0.9 1.5

The expense item ‘Audit of financial statements’ comprises all fees paid for the auditing of the financial statements of
MTU Aero Engines Holding AG, the consoclidated financia! statements, and the financial statements drawn up by the
group subsidiaries.




16.7. Measurement of financial instruments

Reconciliation of carrying amounts and fair values

Dec. 31,2007 Dec. 31, 2006 Dec. 31, 2005
Carrying Reconci-  Fair Carrying Reconci-  Fair Carrying Reconci- Fair
in € million amount  liation  value amount  liation  value amount  liatlon value
Financial assets 4.2 4.2 §90.5 590.5 471.2 A71.2
Dertvatives 358 358 26.4 26.4
Financial liabilities 1,330.9 1,330.9 1,2374 191 1,256.5 1,131.2 1,131.2
Derivatives 8.9 8.9 334 334

The carrying amounts of the financial instruments were reconciled with their respective fair values. The assets
representing the acquisition cost of the investments in jeint ventures, investments in associated companies and
other equity investments are normally measured at their fair value (for exceptions see Notes 5.7.2. and 5.7.4.).
Receivables and other assets are measured at fair value after application of valuation allowances, currency transla-
tion, and discounting where relevant, as are financial liabilities. Derivative financial instruments, on the other hand,
are always measured at their fair value.

in
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I1l. Notes to the Consolidated Balance Sheet

{7. Analysis of changes in group fixed assets 2007

Analysis of changes in group fixed assets (1) - Acquisition and manufacturing costs

Jan. 1, 2007  Translation M;:;:is(:ns Transfers Disposals  Dec. 31, 2007
in € million differences
Program assets 7016 2.1 7107
Program-independent technologies 1247 124.7
Customer relations 66,1 0.4 65.7
Rights and licenses 64.4 -1.0 0.9 0.2 -2.2 62.3
Goodwill 3925 -1.0 391.5
Capitalized devetopment costs 4.3 43
Intanglble assets 1,349.3 -2.4 14.3 0.2 -2.2 1,359.2
Land, leasehold rights and buildings
including buildings on non-owned iand 325.8 0.8 1.2 35 0.9 32%.0
Technical equipment, plant and machinery 293.9 0.6 10.0 1.2 -2.7 ana
Qther equipment, operational and
office equipment 181.5 .4 257 5.3 -2.9 209.2
Advance payments and
constructlon in progress 41.2 0.1 49.6 -20.2 70.5
Property, plant and equipment B842.4 -1.7 BA.5 £.2 6.5 220.5
Investrments in subsidiaries 0.1 5.3 0.1 5.3
Investments in associated companies 0.4 0.4
Equity investments in joint ventures .5 -2.6 8.9
Other equity investments 0.1 0.1
Other loans 0.1 0.1
Financial assets 12.2 5.3 -2.8 14,7
Fixed assets 2,203.9 4.1 104.1 11,5 2,294.4




Analysis of changes in group fixed assets (2) - Depreciation and ¢arrying amount

Depreciation Carrying amount

Jan. 1, 2007 Translatlon Additions Transfers Dispossls Dec. 31, Dec. 31, Dec.3l,
in € million differences 2007 2007 2006
Program assets 75.3 26.5 101.8 608.9 6263
Program-independent technalogies 374 12.5 49.9 74,8 873
Customer relations 15.1 5.1 20.2 45.5 51.0
Rights and licenses 32.0 0.3 22.8 -2.2 52.3 10,0 32.4
Goodwill s 3928
Capitalized development costs 4.3
Intangible assets 15%.8 0.3 66.9 -2.2 224.2 1,135.0 1,189.5
Land, leasehold rights and buildings
including buildings on non-owned land  29.7 -0.1 9.8 0.4 -0.6 39.2 289.8  296.1
Technical equipment, plant and
machinery 169.0 0.5 39.4 0.1 -2.3 205.7 106.1 124.9
Other equipment, operationat and
office equipment 105.0 0.3 335 2.6 135.6 73.6 785
Advance paymenis and
construction in progress 0.9 -0.1 -0.5 0.3 70.2 40.3
Property, plant and equipment 304.6 -1.0 82.7 5.5 380.8 539.7 537.8
Investments in subsidiaries 5.3 [+ ]
Investments in assoclated companies 0.4 0.4
Equity investments in joint ventures 8.9 1.5
Other equity investments a1 [+
Other loans 0.1
Financial assets 14.7 12.2

Fixed assets 464.4 +1.3 149.6 7.7 605.0 1,489.4 17395
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Analysis of changes in group fixed assets 2006

Analysis of changes in group fixed assets (1) ~ Acquisition and manufacturing costs

Jan. 1, 2004  Trenslation Adi;is;ns Transfers  Disposals Dec. 31, 2006

in € million differences

Program assets 6871 34.5 701.6
Program-independent technolagies 124.7 124.7
Customer relations 66.9 0.8 661
Rights and ligenses 62.7 -1.4 2.6 1.8 -1.3 64.4
Goodwilt 394.0 -1.5 392.5
Intangible assets 1,315.4 -3.7 an 1.8 -1.3 1,349.3
Land, leasehold rights and buildings

including buildings on non-owned land 3277 1.1 6.2 0.5 75 325.8
Technical equipment, plant and machinery 269.5 -1.9 17.3 12.4 -3.4 293.9
Other equipment, operational and office equipment 152.7 0.9 274 5.9 -3.6 181.5
Advance payments and construction in progress 35.9 -0.2 26.1 -20.4 41.2
Property, plant and equipment 7858 -4.1 770 -1.8 -14.5 8424
Investments in subsidiaries 05 0.4 0.t
Investments in associated companies 0.4 0.4
Equity investments in joint ventures 13.7 -2.2 1n.5
Other equity investments [« B 0.1
Other loans 0.1 0.1
Financial assets 14.8 -2.6 12.2
Fixed assets 2,116.0 -7.8 141 -19.4 2,203.9




Analysis of changes in group fixed assets (2} - Depreciation and carrying amount

Depreciation Carrying amount

Jan. 1,2006 Translation Additions Disposals Dec. 31, Dec. 31, Dec. 31,
in € million differences 2006 2006 2005
Program assets 47.2 281 75.3 6263 6519.9
Program-independent technologies 24.9 12.5 374 872.3 9%.8
Customer relations 9.9 5.2 15.1 51.0 57.0
Rights and licenses 21.6 0.4 12.0 -1.2 32.0 32.4 4.1
Goodwili 3925 3940
Intangible assets 103.4 -0.4 57.8 -1.2 159.8 1,189.5 1,211.8
Land, {easehold rights and buildings
including buildings on non-owned land 20.0 -0.3 10.0 9.7 296.1 3077
Technical equipment, plant and machinery 1231 .7 49.4 -2.8 169.0 124.9 146.4
Qther equipment, operational and
office equipment 73.9 -0.6 33.7 -2.0 105.0 76.5 76.8
Advance payments and
construction in progress 0.9 0.9 403 359
Property, plant and equipment 217.0 -6 94.0 -4.9 304.56 537.8 568.8
Investments in subsidiaries 0.1 0.5
Investments in associated companies 0.4 0.4
Equity investments in joint ventures 1.5 13.7
Qther equity investments L8] 0.1
Other lcans 0.1 0.1
Financial assets 12.2 14.8
Fixed assets 3204 -2.0 151.8 4.0 464.4 1,739.5 1,7954
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18, Intangible assets

Intangible assets mainly comprise program assets capitalized by purchase price allocation {PPA), program-
independent technologies and software {the latter mostly for engineering applications), and acquired goodwill.

Goodwill represents the amount by which the cost of the acquired entity exceeded the fair value of the group's
identifiable net assets at the date of acquisition. The goodwill is allocated to the segments for the purpose of the
impairment test.

The segments were tested for impairment in 2007. There were no indications of any impairment. Explanatory
comments on the measurement of the amounts used in the impairment test are given under Note 35.

Additions to intangible assets in the financial year 2007 included a 1.9 % increase in MTU's stake in the F414 military
engine program for the L.5, Navy's F/A-18 Super Hornet twin-jet fighters. Together with the 2.5 % interest acquired
in this program in 2006, MTU's total investment in the F414 engine represented a 4.4 % share of the program at
December 31, 2007.

Mareover, the commercial MRO business has developed special repair processes capable of increasing the efficiency of
engine maintenance. The recognition criteria for these new technologies were met in the financial year 2007,
allowing intangible assets totaling € 4.3 million {2006: € 0.0 million) to be recognized.

A detailed presentation of changes in intangible assets can be found in the chart headed “Analysis of changes in
group fixed assets” (Note 17.),

19. Property, plant and equipment

Through its capital expenditure on property, plant and equipment for the OEM business, MTU aims to consclidate
and extend its position as a leading engine manufacturer, improve efficiency, and modernize equipment and machin-
ery to state-of-the-art standards.

The most important project to benefit from this expenditure in the commercial MRO segment in 2007 was the
construction of a second engine test rig on the premises of MTU Maintenance Hannover. The existing engine test
cell in Langenhagen had reached its capacity limit and offered no possibility for expansion. Work on the construction
of the new test rig commenced in March 2007. It is expected to go into operation in mid-2008, and the new facility
will be capable of testing very large engines such as those powering the Airbus A380 (GP7000). Another project in-
volving significant capital expenditure was the introduction of new software and logistics systems at the Hannover
site, where they will help to optimize production-related processes and reduce manufacturing costs.

Land and buitdings leased by MTU Maintenance Hannover from Silkan Gewerbepark Nord Hannover-Langenhagen
GmbH & Co. KG, Munich {owned by the LHI leasing company) have been capitalized because an attractive purchase
option has been granted to the company at the end of the leasing period. The group also holds lease agreements on
seven aircraft engines which are accounted for as assets. For these assets, the company is required to make an
additional payment at the end of the leasing period if the proceeds from the disposal of the lease assets falls below
the carrying amount. The liabilities of all lease assets are recognized at their present value and amortized on a yearly
basis.




Finance leases are accounted for as follows:

Minimum lease payments for finance lease properties

in € millien Dec. 31, 2007 Dec. 31,2006  Dec. 31, 2005

Total future minimum lease payments

due within one year 9.3 2.6 5.8
-due between one and five years 18.0 26.3 32.9
due later than five years 22.3 3t 345

49.6 60.0 73.2

Interest portion of future minimum lease payments

due within one year 1.0 [¢R] a2
due between one and five years 2.4 3.0 10.7
due later than five years 4.5 8.4 6.1

7.9 1.5 20.0

Present value of future minimum lease payments

due within one year 8.3 2.5 2.4
due between one and five years 15.6 23.3 22.2
due later than five years 17.8 227 28.4

1.7 48.5 53.2

The following carrying amounts resulted from the capitalized assets under finance lease agreements at the balance
sheet date:

Carrying amounts

Carrying Carrying Canying
amount amount amount
in € million Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005
Land and buildings 269 27.7 28.6
Technical equipment and machines 10.9 14.1 17.0
378 41.8 45.6

A breakdown of the property, plant and equipment items stated in the balance sheet and the corresponding changes
in 2007 can be found in the chart headed “Analysis of changes in group fixed assets™ {Note 17.).

20. Financial assets

Capita! expenditure on financial assets

To enable the company to meet its revenue and employment targets, MTU created the wholly owned subsidiary MTU
Aero Engines Polska Spélka z ograniczona odpowiedzialnoscia (official abbreviated name: MTU Aero Engines Polska
Sp. z 0.0.), Rzeszow, Poland, with effect from July 20, 2007, with an initial share capital of 50,000 zloty (PLN). The
sole shareholder, MTU Aero Engines GmbH, Munich, subsequently passed a resolution dated September 14, 2007 to
increase the new subsidiary’s capital by PLN 20,000,000 to PLN 28,050,000 {consisting of 200,500 shares with a
nominal value of PLN 100 per share). This capital increase has been paid up in full, bringing the total investment at
December 31, 2007 to € 5.3 million.

17
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MTU is pursuing three objectives through the establishment of this new manufacturing site: To reduce development
and manufacturing costs, especially with respect to new programs, to create a more favorable environment for
growth in the supplier industry, and to stabilize the degree of vertical integration. Future growth in the MRO business
will be ensured by balancing capacity between the new site in Poland and the existing sites in Hannover and
Ludwigsfelde. From the financial year 2009 onwards, it is planned that an estimated workforce of 100 employees
will develop, manufacture and repair engine components at the new Polish site.

The chart below presents the carrying amounts of financial assets included in the consclidated financial statements,
grouped by consolidation method.

Composition of financial assets: Accounting for financial assets

In 2 million Dec. 31, 2007 Dec, 31,2006  Dec. 31, 2005
Joint ventures accounted for using the equity method 4.4 7.2 9.4
Joint ventures accounted for at cost 43 4.3 4.3
Other equity investments accounted for at cost 5.8 0.7 11
14.7 12.2 14.8

The joint venture accounted for using the equity method is Pratt & Whitney Canada Customer Service Centre Europe
GmbH, Ludwigsfelde. The joint ventures and other equity investments accounted for at cost mainly comprise non-
significant investments in non-consolidated subsidiaries, non-consolidated equity investments in associated compa-
nies, and other non-consolidated equity investments in joint ventures. MTU defines non-consolidated subsidiaries as
companies that have no significant impact on the group's net assets, financial situation or operating results,

The greup's investments in joint ventures and associated companies are summarized below:

Investments in joint ventures and associated companies

Joint Associated Joint Assaciated Joint Associated
ventures companies ventures companies ventures companies
in € million 20071 20072 2006® 2006" 2005 2005%
Disclosures relating to
the income statement
Income 163.8 918.4 1B2.8 997.6 156.3 994.4
Expenses -168.8 -916.9 -182.3 -994.5 -155.0 -993.6
-5.0 1.5 0.5 Ll 1.3 0.8
Disclosures relating to the
balance sheet
Non-current assets 15.5 2.4 13.56 1.8 12.6 1.9
Current assets 316 195.0 374 159.9 66.6 m.z
47.1 197.4 50.9 161.7 79.2 213.6
Equlty 7.4 2.9 12.7 2.4 2.1 2.2
Non-current debt 3.6 3.2 341 £ 6.2 1.2
Current debt 361 1%1.3 kLR 158.0 63.9 210.2
47.1 197.4 50.9 1617 79.2 213.6

"I The disckosures for the joint ventures Caramic Coating Center 5.A.S and Airfoil Services Sdn. Bhd. relats to 2006,
as the actualy for 2007 were not avallable at the me of reporting.

P Cata for 2004 financial year, sa the actyals for 2007 werg not svailabe at the tme of reporting.

" The disclosuros for the joint ventures Caramic Coating Center 5.A.5 and Airfoil Services Sdn. Bhd. retata to 2008,
as the actuals for 2006 were not avallable at the time of reporting.

Y Data for 2005 financial year, ag the actuals for 2006 were not svailable st the time of reporting,

*! The disclosures for the joint ventures Pratt & Whitney Canada Customer Service Centre Eurape GmbH, Ceramic Coating Center S.A.5.
and Airfoil Services Sdn, Bhd. relate to 2004, as the actuals for 2005 were not avallable at the time of reporting.

* Data for 2004 financlal year, 83 the actuals for 2005 were not availabl at the time of reporting.




21. Inventories

The components included in inventories are as follows:

Inventories

in € million Dec. 31, 2007 Dec. 31,2006  Dec. 31, 2005
Raw materials and supplies 263.9 230.2 238.8
Work in progress 314.5 295.3 282.1
Advance payments 9.4 3.5 8.0

567.8 529.0 528.9

Inventories are recognized at the lower of cost or net realizable value. The cost of work in progress comprises the
cost of raw materials and supplies, direct personnel expenses, other direct costs, and overheads related to produc-
tion {in the ordinary course of operations). Acquisition and construction costs do not include any borrowing costs.
Acquisition costs are net of trade discounts and concessions and customer loyalty awards.

The change in inventories attributable to write-downs on raw materials and supplies and work in progress is as
follows:

Write-downs on inventories

in € million 2007 2006 2005
Balznce st January 1 32.0 36.7 348.7
Additions /utilized 71 -4.7

Balance at December 31 391 32.0 36.7

The recognized inventories amounting to € 587.8 million at December 31, 2007 {2006: € 529.0 million} are meas-
ured at their net realizable value after write-downs on raw materials and supplies and work in progress. The write-
down method represents the best possible means of estimating the net realizable value of our inventories, in view of
our business model, In order to account for inventories at their net realizable value, impairment logses amounting to
€ 7.1 million {2006: utilization € 4.7 million) were aflocated and expensed in the financial year 2007.
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22. Trade and contract production receivables

Trade and contract production receivables comprise the following items:

Trade and contract production receivables

in € million Dec. 31, 2007 Dec. 31,2006  Dec. 31,2005

Trade receivables

Third parties 440.8 345.1 288.7
Assoclated campanies 4.5 51.1 26.3
Joint ventures 39 3.8 0.4

Contract production receivables

Accounts receivable for production contracts 3675 264.0 148.5
866.7 6606.0 463.9
Advance payments received for production contracts -196.4 -124.2 -42.5
670.3 53%.8 4214

In addition to trade receivables from third parties and associated companies, ‘trade and contract production receiv-
ables” also include accounts receivable for production contracts attributable to specific engine programs. Interest-
free advance payments received for production contracts directly attributable to an engine project are offset against
the corresponding accounts receivable. If the amount of the directly attributable advance payments received
exceeds the amount of the accounts receivable, the balance is recognized under ‘other liabilities’. The interest
accrued on long-term advance financing of production contracts is accounted for as a liability over the duration of
financing and recognized as revenue when the engine component is delivered to the customer.

In the financial year 2007, revenues totaling € 116.6 million (2006: € 116.8 million) were generated by contract
production. Costs to be offset against these revenues amounted to € 101.1 million {2006: € 101.3 million), resulting
in earnings of € 15,5 million (2006: € 15.5 million). For disclosures relating to revenues arising from accounts
receivable for contract production that have been offset against directly attributable advance payments received,
please refer to Note 32.

The chart beiow shows the carrying amounts of trade and contract production receivables together with a break-

down of these amounts according to the impairment status of not-yet-overdue trade and contract production receiv-
ables and the time windows within which they will become overdue;

Impairment status and due dates of trade and contract production receivables

Thereof: not impaired at the balance sheet date
and overdus in the following time windows

Carrying Thereof: Less Between Between More Totak
amount  neither impaired than 90 and 181 and than Not
nar overdue at the 90days 1B0days 360days 360days  impaired but
in € millicn balance sheet date  in% overdue in%
Dec. 31, 2007
Trade and
contract
praduction
receivables 866.7 764 B82.7 no.s 22.6 17.2 20 152.3 17.6
Dec. 31, 2006
Trade and
contract
production
receivables 666.0 540.3 g1 p5.2 20.5 6.9 4.7 127.3 19.1
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The valuation allowances on trade receivables changed as follows:

Valuation allowances

in € million 2007 2006
Allowances at January 1 7.6 70
Additions {expense for allowances)

Specific allowances 2.4 2.5

General allpwances 0.9 1.1
Utilized -2.5 -2
Reversed 0.2 0.9
Allowances at December 31 8.4 7.6

In the following table, the expense for bad debts written off as uncollectible is offset against the income from bad

debts recovered:

Written-off bad debts and income from recovered bad debts

in @ mitlion 2007 2006
Expense for bad debts written off -0.3 0.2
Income from bad debts recovered 0.4

0.3 0.2

All expense and income amounts arising from valuation

trade receivables are recognized as selling expenses.

23. Other assets

Other assets comprises the following items:

allowances and the write-off of uncollectible bad debts on

Other assets
Dec. 31, 2007 Dec. 31, 2004 Dec. 31, 2005

Current Non- Total Current Non- Total Current Nen- Total
in € million current current cusrent
Tax refund claims
Income taxes 2.7 2.7 12.5 12.5 5.4 5.4
Other taxes 14.3 14.3 12.0 12.0 12.6 12.6
Raceivable from employees 1.1 1.1 1.3 1.3 1.0 1.0
Receivable from suppliers 3.2 3.2 4.4 4.4 i2.1 121
Fair value of derivatives
Currency derivatives 24.3 2.1 26.4 18.7 7.5 26.2
Interest rate derivatives 0.2 0.2 0.2 0.2
Option derivatives 9.2 9.2
Sundry other assets 4.0 3.9 7.9 4.0 4.1 8.1 2.4 1.5 3.9

56.8 6.2 65.0 531 1.8 64.9 33.5 1.5 35.0
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The currency derivatives item mainly represents the fair values of forward foreign exchange transactions used to
hedge cash flows. Option derivatives relate to currency option transactions. These enable the company to sell a de-
fined quantity of U.S. dollars at a fixed euro exchange rate on varying dates. The item ‘sundry other assets’ groups
together a variety of different assets, mainly comprising reinsurance claims, accounts receivable from program part-
ners, and sundry assets of group subsidiaries receivable from third parties.

The chart below shows the carrying amounts of other assets at the balance sheet date together with a breakdown of

these amounts according to the impairment status of not-yet-overdue other assets and the time windows within
which they will become overdue.

Impairment status and due dates of other assets

Thereof: not impaired at the balance sheet date
and overdue in the following time windows

Carrying Thereof: Less Between Between More Totak:
amount  neither impaired than %0 and 181 and than Not
nor overdue at the 90 days 180days 360days 360days impaired but
in € million balance sheet date in% overgue  in%
Dec. 31, 2007
Due within 1 year
Loans and receivables 83 73 88.0 1.0 1.0 2.0
Financial assets at fair
velue through profit or loss -
held for trading 9.2 9.2 100.0
Due in more than 1 year
Loans and receivables 39 39 100.0
Financial assets at fair
value through profit or loss -
held for trading 0.3 0.3 100.0
Dec. 31, 2006
Due within 1 year
Loans and recefvables .9 8.6 86.9 1.3 1.3 13.1
Financial assets at fair
value through profit or loss =
held for trading 0.3 0.3 100.0
Due in more than 1 year
Loans and receivables 4.1 4.1 100.0
Financial assets at falr
value through profit or fess -
held for trading 0.2 0.2 100.0




24, Cash and cash equivalents

The cash and ¢ash equivalents of € 67.3 million {2006: € 102.2 million) comprise checks, cash in hand, bank
deposits, and short-term securities with an original maturity of three months or less. At the batance sheet date, this
item also included foreign currency holdings translated as € 77.8 million {2006: € 129.8 million).

25, Deferred taxes

Please see Note 34. concerning income tax assets and liabilities.

26, Prepayments

The prepayments of € 5.0 million (2006: € 9.2 million) consist primarily of prepayments for insurance premiums
and rents.

27. Equity

The company’s capital stock amounts to € 55.0 million, divided into 55 million registered non-par shares. Changes
in the group’s equity are set out in the consolidated statement of changes in equity.

27.1, Authorized capital increase

The Board of Management is authorized until May 29, 2010 to increase the company's capital stock, with the prior
approval of the Supervisory Board, by up to € 5.5 million by issuing, either in a single step or in several steps, new
registered shares in return for cash contributions, whereby the subscription rights of existing shareholders may be
excluded {Authorized Capital | 2005).

The Board of Management is also authorized until May 29, 2010 to increase the company’s capital stock, with
the prior approval of the Supervisory Board, by up to € 19.25 million by issuing, either in a single step or in several
steps, new registered shares in return for cash and/or non-cash contributions, whereby the subscription rights of
existing shareholders may be excluded {Authorized Capital il 2005).

27.2. Conditional capital increase

The ¢company's capital stock may be increased by up to € 19.25 million through the issue of up to 19.25 miltion new
registered shares, The purpose of this conditional capital increase is to issue shares to owners or creditors of con-
vertible bonds and/or bonds with warrants in accordance with the authorization granted to the company’s Board of
Management under a resolution passed by the Annual General Meeting on May 30, 2005.

Shares may be issued at a conversion price or warrant exercise price determined on the basis of the conditions laid
down in the relevant authorization, Use was made of this authorization for a gonditional capital increase on January
23, 2007 to issue a convertible bond with a total volume of € 180.0 million {see Note 30.). The capital increase is
implemented only to the extent that owners or creditors of conversion rights or warrants attached to convertible
bonds and/or bonds with warrants issued between May 30, 2005 and May 29, 2010 by the company or one of its
direct or indirect affiliates make use of their conversion rights or warrants on the basis of a resolution passed by an
extraordinary shareholders’ meeting, or that owners or creditors of conversion obligations attached to convertible
bonds issued by the company or one of its direct or indirect affiliates between May 30, 2005 and May 29, 2010
satisfy their conversion obligation on the basis of a resolution passed by an extraordinary shareholders’ meeting,
and to the extent that treasury shares are not used for this purpose. Shares issued under these conditions are
entitled to participate in the distribution of profits starting in the financial year in which the conversion rights or
warrants were exercised or the conversion obligations were satisfied.
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27.3. Capital reserves

Capital reserves include premiums from the issue of shares, the equity component and proportional transaction
costs of the issued convertible bond, and the fair values recorded for the Matching Stock Program. For information
on the equity component of the convertible bond and the associated deferred tax assets/liabilities, transaction
costs, and income tax reductions, please read the explanatory comments under Note 30. The following section pro-
vides disclosures relating to the Matching Stock Program {MSP), including information on measurement and effects,

Matching Stock Program (MSF)

To strengthen the motivation to meet business targets, the group has set up an incentive and risk-sharing instru-
ment allowing management-level employees to participate in its share capital as part of a Matching Stock Program
(MSP), which authorizes the subscription of phantom stacks. On the date of subscription to the MSP, participants
must have an existing employment contract with MTU Aero Engines Holding AG cor a German company in the MTU

group.

When the program was launched on June 6, 2005, the group granted a defined quantity of equity instruments (phan-
tom stock) to the participants for the duration of five years, for allocation in equal tranches over this period. In order
to be granted phantom stock, it was a condition at the start of the program that MSP participants should hold their
own investment in the company's share capital. Each MSP share acquired from the program authorizes the holder to
subscribe for six phantom stocks per allocated tranche. As a rule, MSP shares are not subject to any restraints on
disposal. MSP shares entitle the holder to participate in dividends and subscription rights.

Each tranche of allocated phantom stock is subject to a vesting period of 2 years and can be converted to taxable
compensation upon achievement of the average exercise price. It is a mandatory condition that this compensation
must be used to purchase shares in MTU Aero Engines Holding AG. The shares are purchased at the market price on
the strike date {exercise date). They must be held for 2 years after the strike date.

Exercise conditions

A tranche of phantom stock allocated under the Matching Stock Program can be exercised when the average, non-
weighted closing price of the shares in XETRA trading on the Frankfurt Stock Exchange over the 60 trading days
prior to the exercise date of the phantom stocks exceeds the average, non-weighted closing price of the shares over
the 60 trading days prior to the allocation of the phantom stock plus a premium of 10% (basis price). The allocation
of phantom stock is tied to the condition that the subscriber is an employee of the company,

New rules for determining the exercise price (repricing)

If the group pays a dividend to its shareholders during the period between the allocation and exercise of a tranche of
phantom stock, it is entitled to reduce the basis price (exercise price) for a tranche of the Matching Stock Program
by the amount of dividend paid during the duration of the tranche. The reduction in the basis price correspondingly
increases the gain on the exercise. The Board of Management and Supervisory Board invoked this option for all
not yet exercisable tranches of the Matching Stock Program through a resolution passed on May 23, 2007. As a
consequence of this change, a new basis price was determined with immediate effect {repricing).

Accounting policy (measurement)

The fair value of the phantom stock is carried as a personnel expense on a pro rata basis and simultaneously recorded
in equity (capital reserves) up to the stock's maturity (exercise date). The total expense which is to be recorded over
the period to the exercise date is calculated from the fair value of the granted shares of phantom stock.




To account for the modification of the basis price {repricing), the original planning assumptions were adjusted in
May 2007. The calculations were based on the following program duration assumptions, taking into account the
effects of the modified rules for determining the exercise price:

Program duration assumpticns

2007" 2006 2005
Stock price change p.a, 10.0% 6.5% 6.5%
Expected dividend increase p.a, 5.0% n.a. na,
Expected volatility 23.0% 20.0% 20.0%
Duration of each tranche 2 years 2 years 2 years
Risk-free interest rate per tranche 4.0%-4.4% 21%-3.4% 2,1%-3.4%
Fluctuation rate 40% 4.0% 40%

" smended contractual tarms in force (rapricing)

The expected volatility is determined from the average volatility of shares in comparable listed {peer-group) compa-
nies with sirilar business modets. Dividend payments were not however taken into account when determining the
fair value of shares of phantom stock.

Changes in valuations for non-market-related exercise thresholds (such as significant fluctuation in personnel) are
considered in the assumptions relating to the expected number of exercisable shares of phantom stock. In the event
that there is significant deviation between the exercise conditions assumed at the start of the program and those
existing at the end of a financial year, these conditions will be adjusted so that the fair value is based on the number
of ultimately exercisable equity instruments. At each balance sheet date, the company reviews the estimate of the
number of shares of phantom stock through to the end of the respective exercise period for an allocated tranche for
which it is likely that these could be exercised.

The impact of any changes to original estimates is taken into account in the income statement and via a correspon-
ding adjustment to equity for the remaining period until they become non-forfeitable. No more changes to valuation
are made after the strike date. No changes in valuation were made up to December 31, 2007.

Changes in market conditions such as variations in share price performance and price velatility, on the other hand,
do not lead to a different fair value,

If a new basis price (exercise price) is determined during the vesting period, an adjustment must be made to
account for the difference arising in the period from the modification date to the date on which the stock becomes
exercisable, in addition to the expense that was originally recorded on the basis of the fair value of the phantom
stock and allocated proportionately over the full program duration. The reduction in the previously determined basis
price leads to an increase in personnel expenses over those recognizable under the original conditions, reflecting
the higher gain on the exercise. This additicnal expense is recognized on the date of repricing.

The additional expense is calculated on the basis of the higher gain on the exercise {difference between the average,
non-weighted closing price of the shares over the 60 trading days prior to the exercise date and the original basis
price less the dividend payment) for the not yet exercisable tranches of phantom stock. The additional expense
resulting from repricing, amounting to € 1.2 million in the financial year (2006: € 0.0 millien), was added to the
planned personnet expenses for 2007 amounting to € 0.9 million, giving a final total for personnel expenses in 2007
of € 2.1 million {2006: € 1.2 million) which was recognized in the income statement.
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Changes in phantom stock

The first tranche of phantom stock granted on June 6, 2005 became exercisable for the first time on fune 6, 2007,
having exceeded the {modified) exercise price. The weighted average share price on the exercise date for the phan-
tom stock was € 45.86. In total, 421,674 shares of phantom stock were exercised, with a gain on the exercise
amounting to € 21,97 per share of phantom stock. On june 6, 2007, a further 362,844 shares of phantom stock with
a vesting period running until June 5, 2009 were allocated to participants of the Matching Stock Program upon
allocation of the third tranche.

The table below shows the changes in granted equity instruments and the number of not yet exercisable shares of
phantom stock at December 31, 2007.

Phantorn stocks

Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005
Phantom Fair value of Phantom Fair vatue of Phantem Fair value of
stocks phantomn stocks stocks phantam stocks stocks phantom stocka
number ne" number inen number in€"
At the beginning of the year
- Phantem stocks granted 2,094,690 2,180,130
Change during the year
- Phantam stocks granted 71,424 150,216 2,180,130
- Phantom stocks forfeited -260,952 -235,656
- Phantom stocks exercised -421,674
At the end of the year;
Phantom stocks not yet
exercisable 1,483,488 3.40 2,094,690 2.32 2,180,130 2,32

Y Weighted average tair value of the tranches granted for the peripd 2005 - 2009
(the #igures for 2007 take into account the new rulea for datermining the exercise prica).

The average fair value of a granted equity instrument, after application of the new rules for determining the exercise
price, is € 3.40 (before repricing: € 2.32) and was calculated for the remaining duration of the program after the
modification date using the Black-Scholes pricing methed.

Equity increased as planned through additions arising from the measurement of the Matching Stock Program and
the additional personnel expenses arising from the adjusted fair value of the not yet exercisable tranches based on
the modified exercise price. At the same time, equity was reduced as a result of the exercise of the first tranche in
June 2007 by the amount by which the originally determined gain on the exercise amounting to € 21.97 per share of
phantom stock exceeded the modified basis price (exercise price).

The basis price of the allocated phantom stock after repricing will probably amount to € 28.97 (before repricing:
€ 30.65) per share for the second tranche which becomes exercisable on June 6, 2008, and € 46.24 (before repric-
ing: € 48.00) per share for the third tranche which becomes exercisable on June 6, 2009, Deviations from these
figures are possible, however, given that a tranche has a duration of two years and therefore a dividend payment has
had to be estimated for each year of this period. The weighted average remaining duration of contracts under the
Matching Stock Program is 2 years {2006: 2.5 years). No basis prices or corridors of basis prices have yet been
determined for the fourth tranche of the Matching Stock Program, to be allocated in the financial year 2008, or the
fifth tranche, to be allocated in the financial year 2009, because these prices are calculated on the basis of the aver-
age closing share price {in XETRA trading) 60 trading days prior t¢ the allocation date.




27.4. Revenue reserves

Revenue reserves comprise the post-acquisition and non-distributed earnings of consolidated group companies.
Revenue reserves increased during the year by 135.7% (2006: increased by 150.5%) to € 191.9 million {2006:
€ 81.4 million). They were increased in 2007 by the amount of the net profit for the year of € 154.1 million (2006:
€ 89.1 million) and were reduced by the payment of the dividend for the financial year 2006 amounting to € 43.6
miltion (for the financial year 2005: € 40.2 million).

27.5. Treasury shares

The Annual General Meeting of April 27, 2007 authorized the company to acquire treasury shares with a par value of
up to 10 percent of the company's capital stock, as applicable on the date of the resolution, during the period from
April 28, 2007 through October 27, 2008, pursuant to Section 71 {1} item 8 of the German Stock Corporation Act
(AktG). The Board of Management is entitled to exercise its own discretion when deciding whether to purchase
these shares on the stock exchange or by means of a public offering addressed to all shareholders (or - insofar as
the law permits - by a public call for offers). The equivalent value of the purchase price of these shares must not
exceed or undercut the market value by more than 10 %, net of any supplementary transaction fees. In the case of
shares purchased on the stock exchange, the market value on which the above calculation is based is the average
share price in the closing session of XETRA trading (or 8 comparable successor system) during the three days imme-
diately preceding the purchase date. In the case of shares purchased by means of a public offering addressed to all
shareholders {or a publi¢ call for offers), the market value on which the above calculation is based is the average
share price in the closing session of XETRA trading {or a comparable successor system) during the three days imme-
diately preceding publication of the offering/call for offers. In the event of significant fluctuations in the share price,
the Board of Management is authorized to publish a new public offering or public call for offers based on a new aver-
age share price calculated according to the same principles. If shares are purchased by means of a public offering
addressed to al! shareholders (or by means of a public call for offers), the volume of shares on offer may be limited.
Additional conditions may be imposed in respect of the offering or call for offers. If the total volume of responses to
the public offering (or the total volume of offers} exceeds this limit, the actual purchase must be proportioned in
relation to the number of shares offered. Preference may be given to small lots of offered shares (up to 100 shares).
Additional conditions may be imposed in respect of the offering or call for offers,

In conjunction with this authorization, the Board of Management of MTU Aero Engines Holding AG decided to buy
back shares via the stock exchange. By December 31, 2007, a total of 4,383,022 shares had been acquired, repre-
senting approx, 8 % of the company’s stock capital.

The repurchased treasury shares will enable the company to issue shares as part of its conversion obligations
towards parties holding rights to the convertible bond, and to issue shares to participants in the Matching Stock
Program (see Notes 27.3. and 30.). When the first tranche of shares allocated in connection with the Matching Stock
Program became exercisable in June 2007, 112.612 shares (2004: ¢ shares) were issued to program participants.
Consequently, at December 31, 2007 a total of 4,270,410 treasury shares were held by MTU Aero Engines Holding AG,
which had been acquired at an average share price of € 36.61. The total cost of the buyback amounting to € 156.3
million has been recognized directly in equity on the fine ‘treasury shares’,

As a result of the share buyback, the average weighted number of outstanding shares in 2007 was 52,295,450
(2006: 54,216,897 shares). At December 31, 2007, a total of 50,729,590 MTU Aero Engines Holding AG shares
(2006: 53,349,117 shares), each with a par value of € one, were in issue and entitled to receive a dividend.
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The chart below shows the change in the number of bought-back shares, the number of shares issued in June 2007
to participants in the Matching Stock Program, the balance at the beginning and end of each month, and the
average weighted number of outstanding shares:

Reconciliation of average weighted number of outstanding shares

2007 2006

Balance at Buyback Balance at Balance at Buyback  Balance at

beginning exercise end beginning end
Number of shares of month of MSP of month of month of month
Balance at January 1 53,349,117 -1,650,883 55,000,000 55,000,000
Purchase and issue of shares
January 53,349.117 53,349,117 55,000,000 55,000,000
February 53,349.117 -73,020 53,276,097 55,000,000 55,000,000
March 53,276,097 -101,258 53,174,839 55,000,000 55,000,000
April 53,174,839 53,174,839 55,000,000 55,000,000
May 53,174,839 -78,000 53,096,839 55,000,000 170,130 54,829,870
June 53,096,839  -216,477 52,880,362 54,929,870 -570,463 54,259,407
June (exercise of MSP) Y 52,880,342 12,612 52,992,974 54,259,407 54,259,407
July 52,992,974 -347,246 52,645,728 54,259,407 -238,916 54,020,491
August 52,645,728 -016,992 51,728,736 54,020,491  -270,496 53,749,995
September 51,728,736 -250,460 51,478,276 53,749,995 -235110 53,514,885
October 51,478,276 -314,504 51,163,772 53,514,885 53,514,885
November 51,183,772 429,182 50,734,590 53,514,685 -150,768 53,364,117
December 50,734,590 5,000 50,729,500 53,364,117 -15,000 53,349,117
Share buyback /exercise of MSP 4,270,410 -1,650,883
Weighted average December 31 52,295,450 54,215,897

"First tranche of the Matching Stock Program (MSP) exercised as of June 30, 2007

27.6. Accumulated other equity

Accumulated other equity contains adjustments arising from the currency translation of the financial statements of
foreign subsidiaries and effects arising from the measurement of financial instruments that have been recognized
directly in equity and which qualify for hedge accounting, including deferred tax liabilities amounting to € -8.5 mil-
lion {2006; deferred tax liabilities of € -10.4 million) attributable to these hedging instruments and therefore also
recognized directly in equity.

28. Pension provisions

Pensicn provisions are established for obligations arising from vested interests and current benefits paid to entitled
active and former employees of the MTU Aero Engines Holding AG group and their surviving dependents. Depending
on the legal, financial, and tax circumstances of the particular country, there are various systems of retirement
pensions plans which, in general, are based on the length of service and salary of the employees.

A distinction is made between defined contribution plans and defined benefit plans. in the case of defined contribu-
tion plans, the company has no further obligations beyond the payment of fixed contributions to the fund.

In the case of defined benefit plans, the company has an obligation to fulfill the commitments made to active and
former employees. These benefits are principally reserved for as provisions in the consolidated financial statements.
In Germany, the majority of the benefit obligations concern MTU Aero Engines GmbH, MTU Maintenance Hannover
GmbH, and MTU Maintenance Berlin-Brandenburg GmbH. These commitments are reserved for by way of alloca-
tions to pension provisions. There are also personal benefit plans financed by employees’ contributions (“MTU
kapitalPlus" accumulation account for group empltoyees and “Pension Capital” accumaulation account for group
management executives).




The estimated pension obligation (defined benefit obligation) has been calculated using actuarial methods based on a
number of assumptions. In addition to life expectancy assumptions, the following assumptions were made:

Additional assumptions

Dec. 31, 2007 Dec. 31,2006  Dec. 31, 2005

Discount factor 5.25% 4.50% 4.25%
Salary trend 2.50% 2.50% 2.50%
Pension trend 1.75% 1.75% 1.75%

The market yields of high quality corporate bonds continued to rise by comparison with the previous year, For this
reason, a discount of 5.25% (Dec. 31, 2006: 4.5 %) was applied to the provisions relating to pension benefits, long-
service awards and part-time early retirement working arrangements at December 31, 2007,

The salary trend reflects expected salary increases, which are estimated annually on the basis of several factors
including inflation and length of service with the company.

Increases or decreases in either the present value of the defined benefit obligation or the fair value of the plan
assets may lead to actuarial gains and losses due to such factors as changes in the parameters used for calculation,
modified estimates of the risk associated with future pension obligations, or variances between the actual and
expected return on the plan assets. Accrued actuarial gains and losses not exceeding 10% of the present value of
the obligations are not recognized.

Actuarial gains and losses that lie outside the specified 10% ‘corridor’ of the defined benefit obligation are spread
over the average remaining working lives of the staff from the following year onward. At December 31, 2007, there
were accrued actuarial losses of € 16,3 million (2004: € 52.8 million).

Past service cost arises when a group company introduces a defined benefit plan or makes changes to the benefits
under an existing plan. As part of the reorganization of its pension system, MTU withdrew the “Versorgungsregelung
V097" defined benefit plan with retroactive effect for all employees as of January 1, 2006 and replaced it with a
higher-performance defined benefit plan {"MTU kapitalPlus Basiskonto®), The capital assets of the old pension plan
(“v0977), which serve as the starting basis for the new plan, represent the capitalized equivalent value of the exist-
ing pension obligation at the changeover date. Interest rate differences and structural changes in the measurement
parameters for the benefit system resulted in a reduction in the defined benefit obligation on non-forfeitable vested
rights taking the form of a negative past service cost amounting to € 24.0 million (2006: € 0.0 million), which was
recognized in the income statement.

In the course of the reorganization of the pension system, the voluntary scheme “Versorgungskapital zur Wah!”
self-financed by employees’ contributions was replaced with effect from lanuary 1, 2008 by a new scheme “MTU
kapitalPlus Aufbaukonto™, This did not have any impact on profit or loss.

The pension obligation determined using the ‘projected unit credit method’ was judged to be material and therefore
for the first time offset against the plan assets {measured at fair value) of MTU Miinchen Unterstiitzungskasse
GmbH. MTU Miinchen Unterstiitzungskasse GmbH meets the conditions for the existence of plan assets and is not
included in the consolidated financial statements. Accounts receivable by MTU Miinchen Unterstiitzungskasse
GmbH from the parent company in the group amounted to € 10.8 million at December 31, 2007 {Dec, 31, 2006:
€ 3.9 millign),
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Applying the accounting principtes laid down in IAS 19, the funding status of pension benefits is as follows:

Change in pension obligations

in € million Dec. 31,2007  Dec. 31,2006  Dec. 31, 2005
Defined benefit abligation 403.7 4477 442.1
Fair value of plan assets -10.8

Net present value of obligation 3929 4477 4421
Adjustments for actuarial gains (+) end losses (-} -16.3 528 -64.3
Carrying smount at December 31 376.6 3949 3778

The change in the defined benefit obligation is due principally to changes in the discount rate applied when deter-
mining the actuarial gains and losses. The amount of contributions to be credited to the plan assets from the finan-
cial year 2008 onward could not be estimated reliably at the balance sheet date. The |IASs permit the four prior
reporting periods to be drawn on as a comparative reference in addition to the current reporting period. At Decem-
ber 31, 2004 the present value of the defined benefit obligation amounted to € 385.9 million. There were no plan
assets at that time. The adjustments for actuarial gains and losses amounted to € 27.0 million at December 31,
2004. The company came into existence when it was acquired by Kohlberg Kravis Roberts & Co. (KKR) from Daimler-
Chrysler AG in 2004, so this is the first financial year in which the extended disclosure requirements concerning the
defined benefit obligation were applicable.

The change in the carrying amount of pension provisions is as follows:

Change in carrying amount of pension provisions

in € million Dec. 31, 2007 Dec. 31,2006  Dec. 31, 2005
Carrying amount at January 1 3949 37’8 358.9
Expense from pension obligations 7.5 33.6 334
Pension payments -15.2 -16.3 -14.0
Transfers to plan assets -10.6
Translation difference and other movements 0.2 0.5
Carrying amount at December 31 376.6 394.9 377.8

- thereof due within one year (current} 171 17.8 15.3

- thereof due In more than one year (non-current) 359.5 3771 362.5
Carrying amount at December 31 376.6 3949 3778

The expense from pension obligations amounting to € 7.5 million includes the return on the plan assets of
€ 0.2 million (see chart ‘Expense from pension obligations').
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The components of the plan assets are as follows:

Change in plan assets

in € million Dec. 31, 2007 Dec. 31, 2006

Dec. 31, 2005

Carrying amount at January 1

Additions 10.6
Expected return on plan assets 0.2
Plan assets at December 31 10.8

An expense to pension obligations amounting to € 7.5 million (2006; € 33.6 million) arose under the MTU group’s
defined benefit plans and reflects the reorganization of the pension system. This expense comprises the following

components:

Expense from pension obligations

in € million 2007 2006 2005
Current service cost 9.1 10.5 131
Interest expense 18.4 18.2 18.3
Expected retumn on plan assets 0.2
Amertization of actuarial gains {-}/losses [+) 0.5 1.2
Adjustments for negative past service costs -24.0

3.8 29.9 34
Additions to pension obligations for voluntary deferred compensation scheme 3.7 3.7 2.0
Exgense from pension obligations 75 33.6 33.4

The expense from reversing the discounting of pension obligations is recognized in the financial result, whereas the

current service cost is recognized in the income statement under the relevant costs by function.

The expected return on plan assets in the financial year 2007 totaled € 0.2 million (2006: € 0.0 million).

Expected return on plan assets

in € million 2007 2006 2005
Expected retum on plan assets 0.2
Return on plan assets at December 31 0.2
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29. Other provisions

The personnel and social obligations mainly consist of obligations in connection with performance-related bonuses
and part-time early retirement working arrangements, and restructuring measures following the introduction of
single-status pay agreements {ERA). The reduction by comparison with the previcus year is attributable to the
phaseout of earlier part-time early retirement models.

Provisions for pending losses on onerous contracts and warranty obligations include provisions to cover the eventu-
ality of warranty claims in connection with products sold. Additions to provisions for warranty obligations above
those already existing at the beginning of the financial year amounted to € 0.6 million in 2007. MTU accrues provi-
sions for pending losses on onerous gontracts in order to account for expected losses arising from not yet completed
contract production projects. These include allocations for possible obligations arising from the TP400-Dé
engine program for the Airbus A400M military transporter amounting to € 44.4 million {2006: € 24.4 million). The
reason for this provision is the possible imposition of penalty payments for delays in the construction of the aircraft.
MTU has accrued a provision amounting to the fair value of the proportion of the contract penaity corresponding
to the company's share in the program. For this reason, provisions for pending losses on onerous contracts and
warranty obligations ingreased in the financial year 2007 by € 17.1 million {2006: € 20.6 million).

Provisions for other obligations cover a multitude of identifiable individual risks and contingent liabilities. Current
provisians for other obligatiens includes provisions for follow-up costs amounting to € 48.5 million {2006: € 41.2
million), primarily in connection with the EJ200 program, and losses arising from the settlement of accounts
amounting to € 63.1 million (2006: € 63.4 million). Non-current provisions for other obligations relate to the amor-
tized measurement of contingent liabilities for engine programs identified and assumed in connection with the
acquisition of the company by Kohlberg Kravis Roberts & Co. (KKR) from DaimlerChrysler AG, Contingent liabilities
are measured in accordance with IFRS 3.48, taking cash flows into account. As in the past, obligations arising from
contingent liabilities are measured on the basis of a life of between 9 and 15 years.

Cther provisions comprise the following items:

Other provisions
Dec, 31,2007 Dec. 31, 2006 Dec. 31, 2005
Current Non-current  Total Current  Nonecurrent  Total Cument Noncurrent  Total
Due Due in Due Due in Due Due in
within  more than within ~ mare than within ~ more than
in € million oRe year  ohe year one year  one year one year  one year
Tax obligations 39.6 39.6 2.0 2.0 41.3 4.3
Personnel and
social obligations 56.6 5.7 62.3 56.9 10.5 467.4 56.7 12.4 69.1
Pending fosses on onerous
contracts and
warranty obligations 54,2 13.4 67.6 36.6 13.9 50.5 1.0 18.9 299
Dther obligations 131.6 236.2 367.8 127.7 236.% 364.3 ?9.8 2474 347.2
282.0 2553 537.3 223.2 261.0 484.2 208.8 278.7 487.5




With the exception of the contingent liabilities for engine programs assumed in connection with the acquisition,
included in other obligations, MTU expects the majority of the provisions will be utilized, in most cases within the

next one to five years.

The change in the balance of current other provisions in 2007 is as follows:

Current provisions 2007

Balance  Translation  Utilized Reversed Allocated Trans- Balance
in € million Jan. 1, 2007 differences ferred Dec. 31, 2007
Tax obligations 2.0 -0.2 -1.1 389 39.6
Personnel and
social obligatlons 56.9 -39.2 38.9 50.6
Pending losses on onerous
corntracts and warranty obligations 36.6 0.1 -3.4 21.3 54.2
Other obligations 1277 0.1 -35.4 1.9 52.6 -1.3 131.6
223.2 0.4 -79.3 -9 151.7 -1.3 282.0
Change in the balance of current other provisions in 2006:
Current provisions 2006
Balance Transiation Utilized Reversed Allocated Balance
in € million lan, 1, 2006 differences Dec. 31, 2006
Tax obligations 1.3 41,2 1.9 .0
Persennel and
social obligations 56.7 0.1 -38.7 -0.4 39.4 56.9
Pending losses on onerous
contracts and warranty obligations 1.0 0.3 -2.7 28.6 35,6
QOther obligations 99.8 -0.2 -46.8 -1.3 76.2 127.7
2088 -0.6 -129.4 1.7 14461 223.2
Change in the balance of current other provisions in 2005:
Current provisions 2005
Balance Translation Disposal Utilized Reversed Allocated Trans- Balance
in € million Jan. 1, 2005 differences of Atena ferred Dec. 31, 2005
Tax obligations 8.7 -B.9 -0.5 41.0 4.3
Personnel and
social obligation 48.7 0.2 -2.6 -33.4 -1.6 45.4 56.7
Pending kosses on onerous
contracts and warranty obligations 10.9 0.4 0.5 -3.1 33 n.o
Other obligations 7.9 0.1 0.5 -63.3 1.1 56.5 20.2 9%.8
157.2 0.7 3.6 -108.7 -3.2 146.2 20.2 208.8
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The change in the balance of non-current other provisions in 2007 is as follows:

Non-gurrent provisions 2007

Balance Utilized Reversed Allocated Trans- Balance
in € million Jan. 1, 2007 ferred Dec. 31, 2007
Personnel and
social obligations 10.5 -4.8 5.7
Pending losses on onerous contracts
and warranty obligations 13.9 -8.9 8.4 13.4
Other obligations
Obligations from centingent liabilities 236.6 0.4 236.2
261.0 -14.9 8.4 255.3
Change in the balance of non-current other provisions in 2004:
Non-current provisions 2006
Balance Utilized Reversed Allocated Trans- Balance
in € million Jan. 1, 2006 ferred Dec. 31, 2006
Personnel and
socizl obligations 12.4 -2.6 0.7 10.5
Pending losses on onerous
contracts and warranty obligations 18.9 -5.4 0.4 13.9
Other obligatioﬁs
Obligaticns from contingent liabilities 2474 -10.8 236.6
278.7 -18.8 1.1 261.0
Change in the balance of non-current other provisions in 2005:
Non-current provisions 2005
Balance Utilized Reversed Allocated Trans- Balance
in € million Jan. 1, 2005 ferred Dec. 31, 2005
Personnel and
social obligations 15.5 -3.0 0.5 0.4 12.4
Pending losses on onerous
contracts and warranty obligations 20.3 -1.7 0.3 18.9
Other obligations
Obligations frem contingent liabilities 268.7 -21.3 247.4
Other provisions 209 -20.9
325.4 -28.0 0.5 0.7 -20.9 278.7
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30. Financial liabilities

All interest-bearing obligations of MTU Aero Engines Holding AG existing at the balance sheet date are recog-
nized under financial liabilities. They consist of the following components:

Financial liabilities 2007

Current Non-current Total
Due within Due in > one Due in Dec. 31, 2007
one year and < five > five
in € million years years
Bonds
Convertible bond 162.8 162.8
Interest liability on convertible bond 4.5 4.5
Liabllities to banks
Revolving credit facility 69.6 69.6
Other liabilities to banks 2.5 17.0 26.5
Other financial liabilities
Finance lease liabilities 8.3 15.6 17.8 4.7
Loan from the provinge of British Columbia
to MTU Maintenance Canada 12.5 12.5
Derivative financial liabilities 5.0 3.9 8.9
259.7 49.0 17.8 326.5

Bonds

On January 23, 2007, MTU Aero Engines Finance B.V., Amsterdam, Netherlands, issued a convertible bond with a
par value of € 180.0 million and an effective date of February 1, 2007, guaranteed by MTU Aero Engines Holding AG.
The convertible bond is divided into 1,800 parts each with a par value of € 100,000 and its term to maturity runs
until February 1, 2012,

The bond is convertible into registered non-par value common shares of MTU Aero Engines Holding AG. Bondholders
are entitled to exercise the conversion right at any tirme between March 13, 2007 and January 18, 2012 in accor-
dance with the “bond features™ at a conversion price fixed at issue date of € 49.50 (not including any possible dilu-
tion of the share capital resulting from a capital increase due to conversion of capital reserves or revenue reserves,
the splitting or grouping of shares, the reduction of capital or a change of control). The coupon rate is 2.75 % p.a.,
payable yearly on February 1 starting on February 1, 2008, Depending on changes in the share price, the bond
features authorize MTU Aero Engines Holding AG to proceed with the early repayment of the convertible bond on or
after February 15, 2010 - after giving the appropriate notice — at par value plus interest accrued up to the repay-
ment date.

MTU Aero Engines Holding AG is furthermore authorized to call all remaining outstanding parts of the convertible
bond for early repayment at par value plus interest accrued up to the repayment date in the event that the total par
value of the outstanding parts of the convertible bond should at any time fall below the threshold of 10% of the total
par value of the originally issued bond.

The company's capital stock may be increased by up to € 19.25 million through the issue of up to 19.25 million new
registered shares. The purpose of this conditional capital increase is to issue shares to owners or creditors of con-
vertible bonds and/or bonds with warrants in accordance with the authorization granted to the company’s Board of
Management under a resolution passed by the Annual Genera! Meeting on May 30, 2005. At the issue date of the
convertible bond, the associated conversion rights would have theoretically corresponded to approximately 3.6 mil-
lion non-par value shares of conditional capital. If these conversion rights had been exercised in the financial year
2007, earnings per share would have been reduced to € 0.11 (see Note 15.). More detailed explanatory comments
concerning the conditional capital increase can be found under Note 27.2.
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The convertible bond was split according to its substance into liability and equity components for the purpose of
initial recognition, in accordance with the definitions of 1AS 32.11. The liability component was measured at fair
value, whereby transaction costs directly attributable to the bond issue were included in the caicutation. The pres-
ent value of all future cash flows arising from the contractual obligation {Convertible Bonds Underwriting Agreement
dated January 23, 2007) was determined by applying a discount at the market interest rate of 5.425% p.a., which
corresponds to the rate that MTU would have had to pay at the bond issue date.

In subsequent periods, the liability component was measured at amortized cost using the effective interest method,
s0 that the expense over the life of the convertible bond agreement represents the reversal of the discounting at the
applied rate.

The equity component of the convertible bond issue, amounting to € 17.6 million, was recognized directly in equity,
taking deferred taxes into account. The proportionate amount of transaction costs allocated to the equity compo-
nent, less the corresponding income tax reductions, was deducted from the equity component.

MTU has used the funds raised through the convertible bond issue to repay the principal of the high yield bond
amounting to € 165.0 million, plus penalties for early repayment amounting to € 19.1 million and accumulated
interest totaling € 189.6 million.

Liabilities to banks

MTU meets its financing requirements in its functional currency, the euro, principally through loans, the issue of a
convertible bond, and a revolving credit facility. On the basis of this revolving credit facility, the group has access to
overdraft facilities amounting to € 250.0 million made available by a consortium of banks, Within this framework,
direct credit facility arrangements have been agreed with three banks, each for an amount of € 40.0 million {ancil-
lary facilities).

At December 31, 2007 the group had drawn down € 69.6 million out of the € 120.0 million available under these
bilateral banking credit facilities. Of the remaining tota! line of credit amounting to € 180.4 million at the balance
sheet date, € 16.5 million had been drawn down as bank guarantees in favor of third parties. Any credit actually
utilized is subject to interest at market index average rates plus an additional margin. Unused credit facilities are
subject to a modest loan commitment fee.

As of December 31, 2007, the MTU and its affiliates had met all loan repayment and other abligations {covenants)
arising from financing agreements.

Other liabilities to banks amounting to € 26.5 million (2006: € 33.4 million) relate to loans and overdraft facilities
agreed by subsidiaries in favor of third parties.

Other financial liabilities

Finance lease liabilities represent obligations under finance lease arrangements that are capitalized and amortized
using the effective interest method. For information on the accounting treatment of lease assets and a summary of
capitalized lease assets, please refer to Notes 5.6. and 19,

The interest-free loan from the province of British Columbia to MTU Maintenance Canada Ltd,, Canada, is recog-
nized at fair value,

Derivative financial liabilities amounting to € 8.9 miliion {2006: € 0.0 million) are principally derived from the fair
values of forward foreign exchange transactions used to hedge cash flows and forward commodity sales contracts
for nickel.




The following two tables show the comparison with the previous year values of the financial liabilities:

Financial liabilities 2006

Current Nor-current Total
Due within Due in > one Due in Dec. 3t, 2006
one year and « five > five
in € million years years
Bonds
High yield bond 165.0 165.0
Interest liability high yield bond 3.4 3.4
Liabilities to banks
Revolving credit facility 754 75.6
Other liabilities to banks 76 258 334
Liabilities to related companies 0.1 0.1
Gther financial liabilities
Finance lease liabilities 2.5 23.3 227 48.5
Loan from the province of British Columbia
to MTU Maintenance Canada 12.8 12.8
Derivative financlal liabilities
89.2 61.9 187.7 338.8
Financial liabilities 2005
Current Non-current Total
Due within Due in > one Due in Dec. 31, 2005
one year ang < five > five
in € mitlion years years
Bonds
High yield bond 165.0 165.0
Interest liability high yield bond 3.4 3.4
Liabilities to banks
Revolving credit facility 17.0 17.0
Other liabilities to banks 70 33.5 40.5
Liabilities to related companies 0.3 0.3
Other financial liabllities
Finance lease liabilities 2.6 22.2 28.4 53.2
Loan from the pravince of British Columbia
to MTU Maintenance Canada 14,2 14.2
Derivative financial liabilities 19.5 13.6 33.1
49.8 50.0 226.9 kring
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31, Trade payables

Trade payables

Dec. 31, 2007 Dec. 31,2006  Dec. 31, 2005
in € million Tota! Total Total
Trade payables

Third parties 363.7 314.8 298.4
Associated companies, jeint ventures, other investments 88.4 578 54.9
Non-consolidated subsidiaries 10.8 39 4.9

442.9 378.5 358.4

The total amount of trade payables is due within one year. For information on the modified presentation of trade
accounts payable to associated companies, joint ventures and other equity investments, please refer to Note 1.4.

32, Other liabilities

Other liabilities are broken down into the following categories:

Other liabilities 2007

Current Non-current Total
Due within Due in > one Due in Dec. 31, 2007
one year and < five > flve
in @ million years years
Contract production
Advance payments received for contract production 3337 3024 636.1
Accounts receivable for cantract production -94.4 -101.8 -194.4
Taxes payable 1.2 1.2
Social security 2.1 2.1
Employees 52.4 1.3 53.9
Accrued Interest expense 101 101
Sundry other liabilities 20.6 10.3 2.5 33.4
325.6 222.3 2.5 550.4

Contract production

Liabilities arising from production contracts in connection with specific engine programs make up the majority of
‘other liabilities’. The accounts receivable for contract production and the advance payments received for contract
production can be attributed to specific engine programs. To better reflect their economic value, accounts receiv-
able for contract production are offset against the corresponding advance payments. 1f the amount of advance pay-
ments received exceeds the amount of accounts receivable due in more than 12 months, the difference is measured
at fair value by application of a discount rate. The volume of accounts receivable and advance payments received
that can be reliably correlated are stated on the face of the balance sheet as both receivables and liabilities.

Employees

Liabilities towards employees are composed of unused vacation entittements, flexitime credits, obligations arising
from part-time early retirement working arrangements and obligations arising from efficiency-improvement

programs in prior periods.
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Accrued interest expense

Long-term advance payments received for contract production are discounted at the prevailing market rate over the
duration of financing and recognized under ‘other liabilities’ until the engine is delivered to the customer. Further

explanatory comments can be found under Note 5.8.

Sundry other liabilities

Non-current sundry other liabilities principally comprise liabilities arising from operating lease agreements. Current

sundry other liabilities cover a multitude of minor individual obligations.

The table below provides comparative information on other liabilities in 2006:

Qther liabilities 2006

Current Non-current Total
Due within Due in > one Due in Dec. 3, 2006
one year and < five > five
in € million years years
Contract production
Advance payments received for contract production 2559 281.8 5377
Accounts payable for contract production -56.9 -69.3 -126.2
Taxes payable 16,5 16.5
Social security 2.4 2.6
Employees 579 4.5 62.4
Sundry other liabilities 16.2 B.5 2.4 7.1
292.2 225.9 2.4 520.1
The table below provides comparative information on other liabilities in 2005:
QOther hiabilities 2005
Current Nen-current Total
Due within Due in > one Due in Dec. 31, 2005
one year and < five > five
in € million years years
Contract production
Advance payments received for contract production 323 13.7 431.0
Accounts payable for contract production 0.4 -42.1 -42.5
Taxes payable 5.4 54
Social securlty 10.9 10.9
Employees 43.2 7.1 50.3
Sundry other liabilities 14,3 7.2 2.6 24.1
390.7 859 2.6 479.2
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The following tables list the contractually agreed {undiscounted) payments of interest and principle on the original
financial liabilities and derivative financial instruments measured at fair value through profit or loss to MTU:

Repayment dates of financial liabilities

Cash flows 2009 Cash flows 2009 Cash flows 2010 Cash flows 2011 ff.
Carrying  Fixed Varlable Prin- Fixed Variable Prin- Fixed Variable Prin- Fixed Variable Prin-
In € miltion amount interestinterest ciple interestinterest clple interestinterest clple interest interest ciple
Dec. 3,
2007

Trade payables 462.9 462.9
Bonds 167.3 4.9 49 4.9 100 180.0
Liabilities to banks 96.1 1.2 794 0.8 78 0.3 9.2
Other interest-bearing liabilities 12.6 12.6
Other interest-free liabilities 520 29.1 229
Derivative financlal liabilities

Derivatives without

hedging relationship B.7 54 3.3

Derivatives with .

hedging relationship 0.2 0.2
OTHER DISCLOSURES

Contingent liabilities under

risk- and revenue-sharning

partnerships 7341 731"

Guarantees 415 41.5
Finance lease liabilities 41.7 1.0 83 04 81 04 1.4 64 239
Other financial liabilities not
within the scope of
either IFRS 7 or IAS 39 498.9 138.2 17.2 0.1 20.6 0.3 3281

" Retates to delay-reiated contingant liabilities arising from RRSP contracts.
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Repayment dates of financial liabilities

Cash flows 2007 Cash flows 2008 Cash flows 2009 Cash flows 2010 ff.
Carrying  Fixed Variable Prin- Fixed Variable Prin- Fixed Variable Prin-  Fixed Variable Prin-

in € million amount interest interest ciple interest interest ciple interest interest ciple interest interest ciple
Dec. 31,
| 2004
Trade payables 378.% 378.5
Bonds 168.4 55 19.1 165.0
Liabilities to banks 109.0 1.4 832 1.3 6.8 0.9 8.7 04 103
Other interest-bearing liabilities 2.4 24
QOther interest-free liabilities 48.8 274 36 15.8 2.0

Derivative financial liabilities

Derivatives without
hedging relationship

Derivatives with
hedging relationship

OTHER DISCLOSURES

GContingent liabilities under
risk- and revenue-sharing

partnerships 722 72.2"
Guarantees 349 349
Finance lease liabilities 48.5 01 25 0.1 58 01 584 1.2 344

Other financial liabilities not
within the scope of
either IFRS 7 or 1AS 39 540.3 148.6 254 0.1 22.4 0.3 3439

" Reiates to delay-related contingent kabilities arsing from RRSP contracts.

The statement includes all instruments in the portfolio at December 31, 2007 for which payment terms had been
contractually agreed. It does not include planned estimates for future new liabilities. Amounts denominated in a
foreign currency are translated at the exchange rate prevailing on the respective balance sheet date. The variable-
rate interest payments on the financial instruments are based on the most recent interest rate fixed prior to
December 31, 2007. Financial liabilities with no fixed repayment date and contingent liabilities (cantingent liabili-
ties arising from RRSPs and guarantees) are always assigned to cash flows on the basis of the earliest likely repay-
ment dates. For further information concerning the stated carrying amounts, please refer to Note 38.1.
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33. Additional disclosures relating to financial instruments

Carrying amounts, measurement/recognition methods and fair values aggregated by category

In the fallowing tables, the carrying amounts of financial instruments are aggregated by category, regardless of
how they are recognized and irrespective of whether or not the instruments fall within the scope of IFRS 7 or |AS
39. The presented information also includes separate amounts for each category as a function of the measure-
ment/recognition method applied. Finally, the carrying amounts are set opposite the fair values for comparison.
Notes 5.10. and 5.12. provide explanatory material on the categories of financial instruments as defined in the

International Financial Reporting Standards and the accounting policies applied.

Disclosures concerning financial instruments
Carrying amounts, determination of fair value, and fair value grouped by category

Category Carrying amount Cash reserve
as defined Dec. 31, 2007
in 1AS 3%/ Nominal value
Other
in € million category
ASSETS
Other assets
Loans and receivables LaR 12.2
Held-to-maturity investments HtM
Available-for-sale financial assets AfS 10.1
Financial assets held for trading FAHT
Trade receivables LaR 499.2
Receivables from construction contracts LaR 367.5
Derivative financial assets
Derivatives without hedging relationship FAHT 9.5
Derivatives with hedging relationship n.a. 26.3
Cash and ¢cash equivalents Cash reserve 67.3 49.7
EQUITY AND LIABILITIES
Trade payables FLAC 462.9
Bonds FLAC t57.3
Liabilities to banks FLAG 24.1
Other Interest-bearing liabilities FLAC 12.6
Other interest-free liabilities FLAC/n.a. 52.0
Derivative financlal Itabilities
Derivatives without hedging relationship FLHFT 8.7
Derivatives with hedging relationship n.a. 0.2
OTHER DISCLOSURES
Contingent liability under
risk- and revenue-sharing partnerships Financial guarantees 731
Guarantees Financial guarantees 41,5
Thereof grouped into categories as defined in IAS 3%
Loans and recelvables LaR B78.9
Held-to-maturity investments HtM
Available-for-sale financial assets AfS 10.1
Financial assets held for trading FAHET 9.5
Financial liabilities measured at amortized cost FLAC 790.9
Financial liabilities held for trading FLHFT a.7
Finance leage liabilitigs n.a. 41.7
Financial instruments not within the scope
of either IFRS 7 or |AS 39 503.4

Financial instruments not within the scope of either IFRS 7 or 1AS 39 mainly comprise pension provisions and
other liabilities arising from employee benefits accounted for in accordance with 1AS 19.



Amount carried in balance sheet Amount carried Financial Total Fair value

In accordance with IAS 39 in balance Instruments Dec. 31, 2007
Measured Measured Fair value Fair value sheet IAS 17 not within the
at amortized at cost recognized  recogrized in scope of |AS 39

cost inequity income statement or IFRS 7
12.2 12.2 12.2
10.1 10.1 10.1
499.2 499.2 499.2
367.5 3675 3675
9.5 9.5 95
26.3 263 26.3
17.4 67.3 673
462.9 4429 4462.9
167.3 167.3 164.0
94.1 94.1 6.t
12.6 12.6 12.6
41.7 10.3 52.0 52.0
8.7 8.7 B.7
0.2 0.2 0.2
731 730
41,5 41.5
8789 878.9 B878.9
10.1 0.1 10.1
9.5 2.5 9.5
780.6 10.3 790.9 7876
B.7 8.7 8.7
41.7 41.7 41.7
503.4 503.4 513.8
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The table below provides comparative information on the carrying amounts, measurement/recognition methods

and fair vafues aggregated by category for the financial year 2006:

Disclosures concerning financial instruments
Carrying amounts, determination of fair value, and fair value grouped by category

Category Carrying amount Cash reserve
as defined Dec, 31, 2006
inlAS 39/ Neminal value
Other
in € million category
ASSETS
Other assets
Loans and receivables LaR 14.0
Held-to-maturity investments HtM
Available-for-sale financial assets AfS 5.0
Financial assets held for trading FAHT
Trade receivables LaR 400.0
Receivables from construction contracts LaR 266.0
Derivative financial assets
Derivatives without hedging relationship FAHIT 0.5
Derivatives with hedging relationship n.a. 25.9
Cash and cagh equivalents Cash reserve 102.2 102.2
EQUITY AND LIABILITIES
Trade paysbles FLAC 378.5
Bonds FLAC 168.4
Liabifitles to banks FLAC 109.0
Other interest-bearing liabilities FLAC 2.4
Other interest-free liabilities FLAC/n.a. 48.8
Derivative financial liabilities
Derivatives without hedging refatianship FLHfT
Derivatives with hedging relationship n.a.
OTHER DISCLOSURES
Contingent liability under
risk- and revenue-sharing parinerships Financial guarantees 72,2
Guarantees Financial guarantees 349
Thereof grouped into categories as defined in 1AS 39
Loans and receivables LaR 680.0
Held-to-maturity Investments HtM
Available-for-sale financial assets AfS 5.0
Financial assets hetd for trading FAHFT 0.5
Financial liabilities measured at amortized cost FLAG 7071
Financial liabilities held for trading FLHFT
Finance lease liabllities n.a. 48.5
Financial instruments not within the scope
of either IFRS 7 or [AS 39 547.5




Amount carried In balance sheet Amount carried Financial Totel Fair value
in accordance with IAS 39 in balance instruments Dec. 31, 2006
Measured Measured Fair value Fair value sheet 1AS 17 not within the
at amortized st cost recognized  recognized In scope of |AS 3¢

cost in equity  income statement or IFRS 7
14.0 14.0 140
5.0 5.0 5.0
400.0 400.0 400.0
266.0 266.0 266.0
0.5 0.5 Q.5
25.9 25.9 25.9
102.2 102.2
378.5 3785 378.5
168.4 168.4 189.0
109.0 109.0 109.0
2.4 2.4 24
40.2 B.6 458 48.8
72.2 72.2
349 34.9
680.0 680.0 680.0
5.0 5.0 5.0
0.5 0.5 0.5
698.5 8.6 707.1 7277
48.5 48.5 48.5
547.5 542.5 600.3
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Cash and cash equivalents, trade receivables and contract production receivables are generally due within a rela-
tively short time. For this reason, their carrying amounts at the balance sheet date are approximated to the fair
value.

As a rule, trade payables and contract production payables are due within a relatively short time; the amounts
carried in the balance sheet are approximated to the fair value.

The fair value of the convertible bond, amounting to € 192.6 million (2006: € 0.0 million), is obtained by multiplying
the par value by a factor {107 %) representing the quoted share price at the balance sheet date. From this is derived
a value for each conversion option of € 9.12, based on a market interest rate of 5.425% p.a. over a period of five
years, an initial exercise price of € 49.50 per conversion option, and an expected dividend payment of € 0.93 per
share, payable on April 30, 2008. The equity component of the convertible bond amounts to € 33.1 millien (2006:
€ 0.0 million}, based on a total of 3,636,363 exercisable conversion options. Accordingly, the fair value of the equi-
ty component amounted to € 159.5 million (2006: € 0.0 million} at the balance sheet date. Taking into account the
separately recognized interest of € 4.5 million accrued over the 11 months up to December 31, 2007, the fair value
inclusive of interest amounts to € 164.0 million. The carrying amount inclusive of interest accrued over 11 months
amounts to € 167.3 million. The fair value of the stock-market-listed high yield bond, repaid in early 2007, was
obtained by multiplying the par value by a factor representing the quoted share price at the balance sheet date of
December 31, 2006.

The table below shows the gains/losses arising from transactions involving financial instruments, aggregated by

category. Interest income and expense in connection with financial assets and liabilities, which are recognized in the
income statement at fair value, are not included here:

Net gain/loss on financial instruments, by category

Aggregated by category as

defined in IAS 39 from from from from Net
interest  investments remeasurement disposal  gain/loss

at cutTency valuation 2007

in € million fairvalue translation  allowances

Loans and receivables (LaR} 2.3 9.7 -1.0 -8.4

Held-to-maturity investments (HtM)

Available-for-sale financial assets (AfS) 0.1 1.3 1.4

Financial assets held for trading {FAHfT) 17.4 0.2 17.8

Finzncial liabilities measured at

amortized cost (FLAC) -35.3 -1.7 1.7 -35.3

Financial ltahilities

held for trading {FLHfT) 141 -6.4 «20.5

Financial instruments not within

the scope of IFRS 7 or IAS 39 4.4 -2.3 -12.8 -10.7
-28.5 -1.0 1.8 -20.8 -1.0 -6.2 -56.7

The interest portion of financial instruments is recognized under net interest expense (see Note 11.). Other compo-
nents of net income or loss are recorded in MTU's financial statements under financial result on other items {Note
13.), with the exception of the expense for allowances on trade receivables, which comes under the category of
loans and receivables and is recognized under selling expenses, and gains/losses arising from translation differ-
ences on trade receivables and payables, which are recognized under revenues or cost of sales respectively. The
loss of € -2.3 million generated by the joint venture Pratt & Whitney Canada Customer Service Centre Europe
GmbH, which is accounted for using the equity method, is recognized under ‘profit/loss of companies accounted for
using the equity method’ (Note 12.).




Exptanatory comments relating to net interest expense

The net interest expense on financial liabilities classified as financial liabilities measured at amortized cost
(a negative expense of € -28.5 million} mainly comprises interest expenses attributable to the convertible bond,
expenses in connection with the early repayment of the high vield bond, and other financia! liabilities. it also
includes interest income from the discounting of loan commitments.

Explanatory comments relating to equity investments
The financial result on other items includes profit/loss of companies accounted for using the equity method (Note
12.} in addition to profit/loss of associated companies and of other equity investments {Note 13.).

Explanatory comments relating to measurement subsequent to inltial recognition

Measurement of fair value
Financial instruments measured at fair value mainly comprise securities transactions, exchange rate gains and losses
on ineffective currency hedging transactions, and losses arising from the measurement of interest rate derivatives.

Currency translation

Losses from the currency translation of financial instruments classified as loans and receivables amounting to
€ -9.7 million are mainly attributable to exchange rate gains and losses arising from the measurement of trade
receivables and payables.

The exchange rate losses stated for financial instruments not within the scope of IFRS 7 or IAS 39 are largely attrib-
utable to the translation of currency holdings denominated in U.S. dollars.

Explanatory comments relating to disposals
The net loss from disposal of instruments classified as financial liabilities held for trading relates to securities recog-

nized as current assets sold shortly before the end of the financial year 2007,

The follawing table provides comparative information on the effect of transactions involving financial instruments,
aggregated by category, in 2006.

Met gain/loss on financial instruments, by category

Aggregated by category

as defined in IAS 39 from from from fram Net
Interest investment remeasurement dispesal  gain/loss
at currency valyation 2006
in € million fair vatue  translation  ellowances
Loans and receivables [LaR} 0.7 -3.1 -0.9 -3.3

Held-to-maturity investments {HtM)

Avaitable-for-sale financial assets {AfS) 1.3 0.3 1.0

Financial assets held for trading (FAHIT) 10.2 10.2

Financisl liabilities measured at

amortised cost (FLAC) -44.1 1.0 431

Financial liabilities held

for trading (FLHfT) -2.5 -2.5

Financial instruments not within

the scope of IFRS 7 or IAS 39 23.2 -3.0 20.2
-20.2 1.3 27 -5.1 -0.9 0.3 -12.5
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34. Income tax liabilities

Income tax liabilities 2007

Due in more Total
in € million than one year Dec. 31, 2007
Deferved tox liabilities 249.8 269.8
269.8 269.8
Income tax liabilities 2006
Due in more Total
in € million than ane year Dec. 31, 2006
Deferred tax liabilities 307.2 30722
307.2 307.2
Income tax liabilities 2005
Due in more Total
in € miltion than one year Dec. 31, 2005
Deferred tax liabilities 250.6 250.6
250.6 250.6

Analysis of deferred taxes

Deferred tax assets Deferred tax liabilities

in € million Dec. 31,2007 Bec. 31, 2006 Dec. 31,2005 Dec. 31,2007 Dec. 31, 2006 Dec. 31, 2005
Intangible assets 0.7 0.6 0.4 235.3 305.7 312.8
Property, plant and equipment 3.9 4.8 41 99.9 124.8 134.4
Financial assets 19 1.2 1.0
Inventories 1.0 0.8 3.2 21.5 289 22.4
Receivables and other assets 6.3 2.6 1.1 17.4 17.6 8.7
Provisions nz.o 166.5 1943 1.3 0.9 0.9
Equity portion of convertible bond 5.7
Special taxed reserves 4.2 5.3
Forward foreign exchange contracts 10,2 8.5 10.4
Liabilities 7.2 16,1 19.5 59 0.2 1.8
Tax losses carried forward 18.4 17.7 19.5
Valuation allowance " -20.8 -22.3 -22.7
Offset of assets and liabilities -129.9 -186.6 -230.4 -129.9 -186.6 -230.4

0.7 1.4 0.2 24%.8 307.2 250.6

"I Concerns primarily MTU Maintenance Conads Ltd., Canada ond die MTU A#ro Engines North America Inc., U.5.A,

Tax claims and liabilities with regard to the same fiscal authorities are offset against one another insofar as they
relate to identical types of tax with matching payment conditions.

See Note 14, for a summary of current and deferred tax liabilities arising from the balance sheet items detailed
in the above table and for a tax reconciliation showing the difference between the expected tax expense and the

effective tax expense.
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IV. Other disclosures

35. Measurement of the recoverable amount of reporting segments to which goodwill has been attributed

In accordance with the accounting policies stated in the preceding texts, the group tests goodwill for impairment
annually. The value in use of each of the two business segments - commercial and military engine business (OEM)
and commercial maintenance business {MRQ) — at June 30, 2007 was calculated in order to determine their respec-
tive recoverable amounts. The recoverable amount determined for each business segment was compared with the

correspanding carrying amount.

These calculations are based on the planned EBIT for each of the two business segments. The future free cash flows
are then derived from an analysis of possible changes to the planned cash flows, in respect of both the amount and
the timing. Cash inflows and outflows are planned without reference to financing activities or taxation.

The variables that enter into the calculation of weighted average cost of capital (WACC) before tax are:

- risk-free base interest rate,

- entrepreneurial risk (market risk premium multiplied by a beta coefficient based on peer group analysis),
- perpetuity divided by discount rate less growth rate,

- costs of debt capital and
- the group's capital structure

The table below shows the carrying amounts and values in use of the segments tested for impairment, together with
the assumptions on which the impairment tests were based:

Basis and parameters for goodwill impairment test

OEM MRO
Commercial and milltary Commerciat
engine business maintenance

in € mitlion 2007 2004 2005 2007 2006 2005
Carrying amount 958 700 660 518 352 336
Value in use 1,444 924 1,323 907 630 575
Nonscheduled depreciation n.a. n.a. n.a. n.a. n.a n.a.
Annuagl revenue growth rate
in pianning period in % L.7t077 -.0ta 7.7 2.91t0 7.2 B4to114 6A4t088 6810102
EBITDA margin in planning period in % 153t016.4 HN.0t013.2 8.5t 13.5 62t013.8 9.2010.0 7710 9.6
Capital expenditure ratio
in planning period in % 4.510 6.1 27033 28t04.2 28t03.5 161038 1.6t0 3.2
Length of ptanning period 3 years 5 years 5 years 3 years 5 years 5 years
Annual revenue growth rate
after end of planning pericd
{perpetuity) in % 1 i 1 1 1 1
Discount rate [befare tax) in % 13.8 14.4 12.4 13.5 13.6 12.3
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The weighted average cost of capital (WACC) before tax used to determine the value in use was 13.8% (2006:
14.4 %) for the commercial and military engine business, and 13.5% (2006 13.6 %) for the commercial maintenance
business. A growth rate of 1% was subtracted from the above discount rate to determine the present value of the

perpetuity.

The detailed forecasting period for the projected EBIT and cash flow figures covers the three-year period from 2007
to 2009 for which detailed operating forecasts were available. The annual revenue growth rate of the perpetuity
after the end of this planning period was extrapolated from these figures on the basis of sustainable cash flows. For
both market segments, these cash flows were determined with reference to projected earnings before interest and
tax {EBIT) far the ultimate year of the ptanning period (2009}, assuming a sustainable reinvestment ratio for intangible
and tangible assets.

The calculations present no indications at the present time which could lead us to the conclusion that the carrying
amounts for the commercial and military engine business and the commercial maintenance business might exceed
the recoverable amount for the respective business segment.

36. Sensitivity analysis of goodwill

The group makes estimations and assumptions relating to future events and conditions. These estimations and
assumptions, which imply a significant risk in the form of possible major adjustments to the carrying amounts of
assets and liabilities during the next financial year, are discussed in the following sections. A sensitivity analysis was
carried out to determine the possible impact that a sustainable reduction in planned eamings before interest and
tax (EBIT) might have on the goodwill amounts allocated to each of the two segments. This analysis included sensi-
tivity factors affecting the calculation of the weighted average cost of capital (WACC). On the basis of this analysis,
we concluded that, even if certain key assumptions should deviate from a realistic assessment of the situation,
there would still not be any necessity to recognize an impairment loss on goodwill.

Assuming a weighted average cost of capital (WACC) of approximately 14 %, the sensitivity analysis concluded that
this would not result in any necessity to recognize an impairment loss on goodwill, even in the event of a long-term
reduction in EBIT ranging to 20% below the earnings forecast established by management for either of the two
business sectors,

Goodwill sensitivity factors 2007

WACC EBIT planning variance in % {plan = 0%}
Calgulated impairment loss in € million
for EBIT planning variance of x% -30% -20% -10% 0% +10%
Market segment
Commerglal and military engine business [OEM) 14.0% -188 € none none none none
Commercial maintenance (MRO) 14.0% none none none nene none
Goodwill sensitivity factors 2006

WACC EBIT planning variance in % {plan = 0%}
Calculated impairment loss in € million
for EBIT planning variance of x% -30% -20% -10% 0% +10%
Market segment
Commercial and military engine business (OEM) 14.0% 22 € none none none none

Commercial maintenance (MRO) 14.0% none none none none none




37, Risk management and derivative financial instruments

Principles of risk management

MTU is exposed to credit risks, market risks, and liquidity risks with respect to its assets, liabilities and forecast
transactions. The objective of financial risk management is to minimize these risks by means of current financing-
related activities, This involves the use of selected hedging instruments, depending on the estimated degree of risk
exposure. Hedging is principally used to ward off risks affecting the group's cash flow. Hedging transactions to
minimize credit risk are concluded exclusively with banking institutions possessing a credit rating of A- or better.

The group’s basic financial policy guidelines are defined at annual intervals by the Board of Management and
manitored by the Supervisory Board. The responsibility for implementing the agreed financial policy and performing
ongoing risk management lies with the group’s Treasury Board. Certain transactions require the prior approval of
the Board of Management, whose members are kept regularly informed of the extent and amount of current risk
exposure.

Types of risk
Types of risk
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37.1. Credit risk

MTU is exposed to a number of credit risks arising from its operating and financing activities. Outstanding payments
in connection with operating activities are constantly monitored on a deceniralized basis, i.e. by the business
segments. Credit risk is accounted for by means of specific and general allowances. The consortium leaders in the
commercial engine and spare parts businesses have extensive receivables management systems in place.

In the commercial MRO business, the responsible MTU departments track open accounts receivable in short cycles,
Before a deal is finalized, potential risks are assessed and any necessary precautions are taken.

In the case of derivative financial instruments, the group is also exposed to a credit risk which arises as a result of
centract partners not fulfilling contractual agreements. In the context of financing activities, this credit risk is dimin-
ished by ensuring that business is conducted only with partners with a credit rating of A- or better. For this reason,
the general credit risk resulting from derivative financial instruments used is not considered to be significant.
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There are no indications of any concentrations of credit risk arising from business relations, individual debtors, or
groups of debtors.

The maximum credit risk is represented on the ane hand by the carrying amounts of the financial assets recognized
in the balance sheet (including derivative financial instruments with a positive fair value). In this case, there are no
material agreements existing at the balance sheet date which could reduce the maximum credit risk {for instance,
an offset agreement). On the other hand, MTU is exposed to a liability risk and hence potential credit risk as a result
of obligations assumed in connection with risk- and revenue-sharing partnerships and the associated contingent
liability. At the balance sheet date, proportionate shares of contingent liability under risk- and revenue-sharing
partnerships totaled a nominal amount of € 73.1 million {2006: € 72.2 million). In addition to these contingent
liabilities, the group also held guarantees issued for group companies amounting to € 41.5 million (2006: € 34.9
million).

Commercial engine business

Transactions in the ¢commercial engine business with key customers in the framework of risk- and revenue-sharing
partnerships are subject to special creditworthiness monitoring, because transactions with these partner compa-
nies represent a substantial part of the total risk exposure. After volume production of an engine has ceased, there
is a risk that expected spare parts sales might not be realized.

Military engine business

A number of different European countries award engine development and production contracts to MTU via the
consortia of which it is a member. Here there is a possibility that unit volumes may be reduced or entire produc-
tion batches of an engine may be cancelled. MTU is additionally exposed to the risk of loss of sustainable spare
parts sales,

Commercial maintenance business

Accounts receivable, especially those from airlines, are secured by a supplementary credit insurance covering
approximately 30 % of the outstanding amount on each contract. Any excess receivable amount over and above that
covered by the credit insurance thus represents a credit risk.

37.2. Market risks

37.2.1, Currency risk

MTU's currency risk exposure results from its operating activities, Currency risk as defined by IFRS 7 arises from
financial instruments of a monetary nature denominated in a foreign currency other than the functional currency;
translation differences resulting from the translation of annual financial statements into the group's functional
currency are not included. All non-functional currencies in which MTU contracts financial instruments are consid-
ered to be relevant risk variables. This principally means the U.S. dollar {USD), and to a lesser extent the Canadian
dollar {CAD) and the Chinese yuan (CNY).

Hedging strategy

MTU employs currency derivatives to hedge future cash flows subject to fluctuating exchange rates, and hence min-
imize currency risk. In doing so, MTU complies with the strict requirements of IAS 39 concerning hedge accounting.
The derivatives in question are forward foreign exchange contracts that form part of an effective cash flow hedging
relationship, as defined by IAS 39, to hedge exposure to variability in cash flows due to exchange rate Auctuations.
Changes in the exchange rate of the currency in which the effectively hedged transactions are denominated have an
impact on the fair value of these transactions and hence on the hedge reserve recognized in equity. The ineffective
portion of the change in value of the hedging instrument is recognized in the income statement under ‘financial
result on other items'. If, contrary to standard practice at MTU, an instrument does not qualify for hedge accounting,
then the change in fair value of the hedging transaction is also recognized in the income statement. A certain resid-
ual currency risk remains open to exposure, however, since the group's Internal policy guidelines only prescribe the
hedging of the most significant, individually identified cash flows. The vclume of payment cash flows hedged by
means of currency derivatives amounts to approximately 75 % of total payment cash flows.




At December 31, 2007, MTU held forward foreign exchange contracts for a contractual period up to February 2009
to sell a nominal volume of U.S. $ 305.0 million {which translates to € 207.2 million at the exchange rate prevailing at
the batance sheet date) at futures rates for a total of € 233.5 million. Changes in the fair value of the forward foreign
exchange contracts amounted to a gain of € 2.1 million in 2007 {2006: € 30.5 million), A gain of € 28.8 million
{2006: a loss of € -1.9 million) from effective forward foreign exchange contracts realized in the financial year was
recycled from equity to revenues. The total amount of the ineffective portion of the fair value of hedging transactions
in 2007 was recognized in the financial result as a gain of € 1.7 million (2006: a loss of € -0.4 million). At December
31, 2007, net of deferred taxes, fair vatue gains on forward foreign exchange contracts amounting to € 17.6 million
(2006: € 15.5 million) were recognized directly in equity (see consolidated statement of changes in equity).

At December 31, 2007, MTU had hedged cash flows {underlying transactions) amounting to € 305.0 million for the
period 2008 ~ 2009 (2006 for the period 2007 - 2009: € 720.0 million} by means of forward foreign exchange
contracts, The graph below shows the changing balance of the U.S. dollar hedge reserve based on forward foreign
currency transactions together with its planned utilization as a hedge against currency risk for forecast cash inftows
over the next few years.

On the basis of the increases and decreases in the hedge reserve in 2007, the graph illustrates how changes in the
fair value of the effective portion of open financial instruments (forward foreign exchange contracts) are recognized
directly in equity, while changes in the fair value of the ineffective portion of the financial instruments are recognized
in the ingome statement under ‘financial result on other items’. When the contracts become due, the effective
portion of the financial instruments is recognized in revenues, while the ineffective portion is recognized under
‘financial result on other items’,

Change in U.S. dollar hedge reserve based on forward foreign currency transactions at December 31, 2007,
with comparative amounts for the previous years

Effect on 2007 balance sheet/Income
statement € million

: Batance ® Income
Hedge reserve @ sheet statement
in U.5. § million Financial result
2005 2006 2007 Equlty  Reverues " imer items
Balance
Jan. { 395.0 560.0 720.0 15.5
Change in FV of effective portion of financial
@ 4900 4150 850 instrugments (potential gains) i [l
Ineffective partion of financial instruments ’ 03
{potential gains/lossas) !
2850 4550 -500.0 Redlassification of ineffective poction of Hinancial instraments ~ ~ > 20
(retrospective gaing) — e e m e L e )
" Reclassification of ineffective portion of financial instruments — N
Lgevospectvedosses)_ . ____ "
TReclasaification of effective portion of financial instruments 288
i (retrospectiva galng) e e . — ’
Reclassification of effective portion of financial inatrumants ™, 0.0
L{ratrogpective logses) e
Balance
Dec. 31 560.0 720.0 305.0 12,4 28.8 1.7
Year Allocation®
2006 380.0
2007 180.0 500.0
2008 2100 275.0
2009 100 30.0

" amounts shown net of deferred taxes

Total 5600 7200 305.0 N Transactions complated In U.5. &
 Amount of hedge resarve sllocated for use in subsequent years, in € million

There are no forecast transactions for which cash flow hedges were recognized in prior periods that are not expected
to occur.

As a further element of its risk management strategy, MTU employs the following derivative financial instruments
which do not form part of a hedging relationship as defined by |AS 39,
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Currency option transactions

This type of transaction {commonly referred to as “plain vanilla options™) enables MTU to sell a defined quantity of
U.S. dollars at agreed euro exchange rates on a range of different dates. The risk of loss from these transactions is
limited to the premiums that have already been paid.

In addition to plain vanilla options, the group also holds structured products as a currency hedge that allow a mini-
mum quantity of t.S. dollars to be sold at fixed exchange rates. These products present the risk that if the value of
the euro should fall against the LS. dollar the group will be obliged to sell a greater quantity of U.S. dolars at the
previously agreed exchange rate,

Currency swaps

A currency holding of a fixed amount of U.S. dollars was sold at the end of November 2007 at the daily rate. The
same U.S. dollar amount was repurchased on January 10, 2008 at a previously agreed, fixed exchange rate that
differed only marginally from the earlier selling rate. This swap is not material to MTU from the point of view of risk.
There is no further currency risk beyond that of the currency holding.

Currency risks that do not affect the group’s cash flows [risks arising from the currency translation of the assets and
liabilities of foreign group entities) are not hedged, because the risk involved is insignificant.

Sensitivity analysis

As part of the disclosures about market risk, [FRS 7 requires a sensitivity analysis showing the effects of hypothetical
changes in relevant risk variables on profit and loss and equity. The periodic effects are determined by applying the
hypothetical changes in the risk variables to the financial instruments held at the balance sheet date. This implies
the assumption that the holding at the balance sheet date is representative of the whole year.

A targe proportion of the non-derivative financial instruments (trade receivables and payables, finance lease liabili-
ties) are invoiced in U.S. dollars and therefore have an impact an net profit for the year and equity, as a result of
exchange rate parities. All other non-derivative financial instruments are denominated in the functional currency and
are hence not included in the exchange rate sensitivity analysis.

The equity instruments held by the group are not of a monetary nature, and so consequently do not present a
currency risk as defined by IFRS 7.

Exchange rate sensitivity

If it is assumed that the exchange rate of the eurc to the U.S, dollar had been 10% higher or lower than the actual
closing rate on December 31, 2007, the sensitivity analysis based on this assumption produces the following hypo-
thetical effects on net profit for the year and equity:

Exchange rate sensitivity

In € million 2007 2006
Exchange rate sensitivity €/USD +10% -10% +10% -10%
Closing exchange rate Dec. 31, 2007: 1.47 (Dec. 31, 2006: 1.32) 1.32 1,62 119 1.45
Net profit for the year" -12.0 7.4 5.0 4.1
Egquity" -19.0 15.3 -43.8 30.2

thereof: hedge reserve (fair value}" -15.8 12.7 -39.4 26.8
"nat of taxes
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37.2.2. Interest rate risk

MTU is exposed to interest rate risk principally in the euro zone, and to a lesser extent in Canada, China and the
United States. To minimize the effects of interest rate fluctuations in these regiens, MTU manages interest rate risk
separately for net financia! liabilities denominated in eurcs, Canadian dollars, Chinese yuan, and U.S. dollars.

MTU has access to overdraft facifities in the form of a revolving credit facility (RCF) amounting to € 250.0 million
made available by a consortium of banks. Within this framework, direct credit facility arrangements have been
agreed with three banks, each for an amount of € 40.0 million {ancillary facilities), At December 31, 2007 the group
had drawn down € 69.6 million out of the € 120,0 million available under these bilateral banking credit
facilities. Of the remaining total line of credit amounting to € 180.4 million at the balance sheet date, € 16.5 million
had been drawn down as bank guarantees in favor of third parties. Any credit actually utilized is subject to interest
at market index average rates plus an additional margin. Unused credit facilities are subject to a modest loan com-
mitment fee. As of December 31, 2007, MTU and its affiliates had met all lpan repayment and other obligations
(covenants) arising from financing agreements.

MTU also employs the following derivative financial instruments which do not form part of a hedging relationship as
defined by |AS 39, Changes in the fair velue of the derivatives embedded in these financial instruments have an
affect on the financial result on other items, and hence on net profit for the year and equity.

U.S. dollar interest rate swaps

The purpose of interest rate swaps is to reduce exposure to interest rate fluctuations. This financial instrument
involves swapping variable-rate U.S. doltar interest income on U.S. dollar bank deposits for fixed-rate U.S. dollar
interest income over a period of two years. This type of transaction is of a purely financial nature and consequently
presents no additional currency risk, even if it does present a minor interest rate risk.

Constant maturity swaps (CMS}

This type of financial instrument is used to swap shart-term interest for long-term interest. MTU pays interest to the
counterparty at the short-term rate and receives interest at the rate for long-term deposits. The minimum deposit
required to benefit from this type of transaction is € 120 million. The contractual period is 10 years. This swap in-
strument is paired with a second financial instrument for the same amount (€ 120 million), which swaps fong-term
interest for short-term interest. The contractual period in this case is 3 years. Inverse changes in the yield curve over
the long term could have a negative impact on the fair value of this financial instrument.

Sensitivity analysis

IFRS 7 requires the presentation of interest rate risk in the form of a sensitivity analysis. This demonstrates the
effects of changes in market interest rates on interest payments, interest income and expense, other income state-
ment items, net profit for the year, and equity. The interest rate sensitivity analysis is based on the following
assumptions:

Change in the market interest rate of non-derivative financial instruments bearing interest at a fixed, normal rate
anly have an effect on net profit and equity if these financial instruments are classified as ‘at fair value through profit
or loss’ or were so designated at initial recognition. Consequently, all fixed-interest financial instruments measured
at amortized cost have no effects on net profit and equity that must be accounted for. There may be a possible
effect on net profit in the event of early repayment or maturity, resulting from the difference between carrying
amounts and fair values, which is disclosed in the notes (see also the explanatory comments relating to the convert-
ible bond).

Changes in the market interest rate of financial instruments that have been designated as hedging instruments for
the purpases of a cash flow hedge to reduce exposure to variations in payment due to interest rates have an impact
on the hedge reserve in equity and are therefore included in the sensitivity analysis. Conseguently, financial instru-
ments that do not form part of a hedging relationship as defined by IAS 39 can have an effect on the 'financial result
on other items’ {adjustment of fair value of derivative instruments). These effects are therefore also taken into ac-
count in the relevant sensitivity analysis.

The currency derivatives used by the group are only subject to an insignificant interest rate risk, and are therefore
not included in the sensitivity analysis.
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Interest rate sensitivity
In the financial year 2007, an average of 75% (2006: 70%) of the group’s net financial liabilities denominated in
euros bore interest at a fixed rate. This average is representative for the whole year.

If it is assumed that the market interest rate at December 31, 2007 had been 100 base points higher or lower, the

sensitjvity analysis based on this assumption produces the following hypothetical effects on net profit for the year
and equity:

Interest rate sensitivity

in € million 2007 2006

Interest rate sensitivity in PVBP " +100 -100 +100 -100
Net profit for the year® -4.5 5.2 0.2 0.1
Equity® 0.0 0.0 0.0 0.0

" PVBP = present vaiue of a basis point
P nat of taxes

37.2.3. Price risk

In connection with the presentation of market risk, IFRS 7 also requires disclosure of the effects that hypothetical
changas in risk variables relating to prices and the fair value of financial instruments might have on net profit for the
year and equity. The risk variables of most relevance in this context are the quoted MTU share price, as a factor
influencing the conversion option threshold for the convertible bond {see explanatory comments below) and forward
commadity sales contracts for nickel alloys.

Convertible bond

On fanuary 23, 2007, MTU Aero Engines Holding AG issued a convertible bond with a par value of € 180.0 million
and an effective date of February 1, 2007. The convertible bond is divided into 1,800 parts each with a par value of
€ 100,000 and has a term to maturity of five years. The bond is convertible into registered non-par value comman
shares of the company corresponding to a proportionate amount (€ 1 per share) of the company’s total share capi-
tal and possessing full dividend rights. At a conversion price of € 49.50, the conversion ratio at issue date was
2,020.20. The coupon rate is fixed at 2,75 %, payable yearly on February 1, The present value of future cash flows
arising from the contractual obligation was calculated by applying a discount rate equivalent to the 5.425% market
interest rate that the company would have had to pay if it had issued a non-convertible bond.

The expense over the convertible bond’s term to maturity consists of the present value calculated as above, dis-
counted at the applied market interest (measured at amortized cost using the effective interest method). As a result
of changes in the yield curve, the fixed coupon rate of the convertible bond may present an interest rate risk, which
ultimately represents a market-related fair value risk, out of which differences might arise between the carrying
amount and the fair value of the equity portion of the convertible bond at the balance sheet date.

The possible effect on net profit in the event of early repayment or maturity is represented by the difference be-
tween the carrying amount of € 167.3 million and the fair value of € 164.0 million, as disclosed in the notes. For an
explanation of the reduced fair value, please refer to Note 33.



Forward commodity sales contracts

To minimize the risk of increasing commadity prices for the necessary quantity of nickel, forward commodity sales
contracts for nickel have been concluded with banking institutions. The fair value changes arising from these for-
ward commodity sales contracts are recognized under ‘financial result on other items’ (see Note 13.}.

Price sensitivity

If it is assumed that the market price of forward commodity sales contracts for nickel had been 10% higher or
lower, the sensitivity analysis based on this assumption produces the following hypothetical effects on net profit
for the year and equity:

Price sensitivity

in € million 2007 2006
Market price sensitivity +10% -10% +10% -10%
Net profit for the year " 1.7 1.7 n.s. n.a,
Equity 0.0 0.0 n.a. n.a.
" net of taxes

2 no forward sales contracts for rickel in 2006

37.3. Liquidity risk

Liquidity risk management is the responsibility of the Treasury Board. The controlling process is based on an analy-
sis of all future cash flows according to business units, product, currency and location. The process includes the
manitoring and limitation of aggregated cash outflow and cash borrowing. Observed parameters include diversifica-
tion effects and customer concentration. To guarantee MTU's solvency and financial flexibility at all times, a liquidity
reserve consisting of lines of credit and, where necessary, cash and cash equivalents, is kept available. Transactions
in connection with financing activities are conducted exclusively with partners who have an excellent credit rating,
and creditworthiness is continuously monitored. Qutstanding payments in connection with operating activities are
monitared on an ongoing basis. General and specific allowances are used to account for the risk of nonpayment
[see Note 22.).

The group’s lines of credit consist of a revolving credit facility for an amount of € 250.0 million made available by a
consortium of banks in conjunction with agreements that run to March 24, 2010. Within this framework, direct credit
facility arrangements have been agreed with three banks, each for an amount of € 40.0 million (ancillary facilities).
The funds raised through these lines of credit are generally intended to finance investment in production facilities
and are not covered by collateral. At December 31, 2007 the group had drawn down € 69.6 million under these
bilateral banking credit facilities. Of the remaining € 180.4 million available at the balance sheet date, € 16.5 million
had been drawn down as bank guarantees in favor of third parties. As of December 31, 2007, MTU and its affiliates
had met all loan repayment and other obligations (covenants) arising from financing agreements. The availability of
spare borrowing capacity amounting to € 163.9 million through the unused part of these lines of credit increases
the scope and flexibility of the group's financing opportunities.

The maximum default risk is represented by the carrying amounts of the financial assets recognized in the balance
sheet {including derivative financial instruments with a positive fair value). Irrespective of existing collateral, the
amount stated for the financial assets specifies the maximum default risk pertaining to the case in which a cus-
tomer, risk- and revenue-sharing partner, consortium, or similar entity is unable to meet its contractual payment
obligations. In order to minimize default risk, depending on the form of payment and amount being serviced, pay-
ment arrangements underlying the original financial instrument are secured by collateral as required, credit rating
information is obtained, or historical data from the existing business relationship (and in particular payment
patterns) are used to avoid payment defaults.

MTU is also exposed to default risk through contingent liabitities and other financial obligations (see Note 38.).
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38. Contingent liabilities and other financial obligations

38.1. Contingent liabilities

The group has contingent liabilities of € 112.6 miltion (2006: € 105.0 million). The gross figure represents the total
amount of liability, whereas the net amount is reduced by the provisions set aside to cover the liability.

Contingent liabilities 2007

Dec. 31, 2007
in € mitlion Provisions Gross Net
I. Contingent liability under risk- and revenue-sharing partnerships
GE 0.2 18.8 18.6
{AE ' 1.5 28.0 26.5
PWA 0.3 263 26.0
2.0 731 711
II. Guarantees issued for subsidiaries 41.5 41.5
2.0 14.6 112.6
Contingent liabilities 2006
Dec. 31, 2006
in € million Provisions Gross Net
1. Contingent liability under risk- and revenue-sharing partnerships
GE 0.2 24.7 24.5
1AE 1.7 333 KiK.}
PWA 0.2 14.2 14.0
2.4 72.2 701
I1. Guarantees issued for subsidiaries 349 349
21 107.1 105.0

Contingent liabilities 2005

Dec. 31, 2005
in € million Provisions Gross Net

I, Contingent liability under risk- and revenue-sharing partnerships

GE 0.3 275 7.2
1AE 1.9 39.7 378
PWA 0.2 207 20.5
2.4 B7.9 85.5

1. Guarantees issued for subsidiaries 25.0 25.0
2.4 nz.e 10.5
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38.2. Other financial obligations

38.2.1. Obligations arising from operating lease arrangements

Apart from liabilities, provisions and contingent liabilities, the company has additional other financial obligations,
particularly pertaining to rental and lease contracts for buildings, machines, tools, office and other equipment.

The contracts have terms of one to eighteen years and in certain cases contain extension and purchase options
and/or price adjustment clauses. With regard to rental and lease agreements, payments of € 6.3 million (2006:
€ 11.0 million) were expensed in 2007, The total sum of future minimum lease payments attributable to lease agree-
ments which cannot be terminated and operating leases is as follows (based on due payment dates):

Obligations under operating tease arrangements

in € mitlion Dec. 31, 2007 Dec, 31, 2006  Dec. 31, 2005

Nominal total of future minimum lease payments
under operating lease arrangements

Due in less than one year 1.3 2.9 8.4
Due in more than one and less than five years 14.2 2041 16.0
Due in more than five years 4.1 3.0 2.1

29.6 33.0 26.5

38.2.2. Pledged securities

In connection with lease obligations, the group had pledged securities amounting to € 2.5 million to Nord /LB Nord-
deutsche Landesbank, Hannover, This pledge was revoked with effect of December 31, 2007.

38.2.3. Order commitments

The other financial obligations resulting from order commitments for items of capital expenditure and for mainte-
nance contracts and general operating expenses are within normal limits.

39. Explanatory comments relating to the consolidated cash flow statement

The statement details how the liquid assets of the group have changed during the year under review. In accordance
with IAS 7 (Statement of Cash Flows) a distinction is made between cash flows from operating activities, cash fiows
from investing activities and cash flows from financing activities (see consolidated cash flow statement),

The cash and cash equivalents in the cash flow statement comprise all liquid assets stated in the balanced sheet,
i.e. cash in hand, checks, credit balances held at banks, and marketable securities with an original time to maturity
not exceeding three months.

The cash flows from investing and financing activities are established directly on the basis of payment.

Cash flow from operating activities, on the other hand, is inferred indirectly on the basis of group net profit. As part
of the indirect calcutation process, changes to balance sheet items taken into consideration in connection with
operating activities are adjusted by the effects generated by changes in the compaosition of the group reporting entity.
Accordingly, the changes in the affected balance sheet items cannot be reconciled with the corresponding
figures on which the published consolidated balance sheet is based.

40. Relationships with related companies and persons

Special disclosures are required to be made with regard to relationships and transactions with related companies
and persons. Related companies are listed under Note 40.1.2. {major shareholdings). Not only members of the
Board of Management but also members of the Supervisory Board and shareholders are considered as “related
parties” as defined by 1AS 24 (Related Party Disclosures).
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In addition, the disclosure requirement extends to transactions with associated companies and joint ven{ures as
well as to transactions with persons who exercise significant Influence on the financial and business policies of
the group, including close family members or intermediate companies. A significant influence on the financial and
business policies of MTU Aerg Engines Holding AG is deemed to exist if a party has a shareholding of 20% or more
in a group company, or @ seat on the managing or supervisory board of a group company, or holds any other key
management position.

MTU Aero Engines Holding AG is required by [AS 24 to disclose for the 2007 business year, as in prior periods,
its business relationships with subsidiaries, associated companies, joint ventures, and members of the Board of
Management and Supervisory Board.

MTU maintains normal business relationships with non-consolidated, related subsidiaries. The transactions with
these related companies form part of their normal dealings. Transactions between group companies and joint ven-
tures or associated companies were, without exception, conducted in the context of their normal business activities
and made on terms equivalent to those that prevail in arm’s length transactions.

No significant transactions were conducted between companies belonging to the MTU group and members of the
Board of Management or Supervisory Board of MTU Aero Engines Holding AG, or with any companies in which these
persons hold a seat on the managing or supervisory board. This is also applicable for close family members of this
group of persons.

40.1. Related companies

Business transactions between companies included in the consolidated financial statements were eliminated in the
course of consolidation and are therefore not subject to any further separate disclosure in these nates.

40.1.1, Business with related companies

During the course of the business year, companies within the group conducted transactions amongst themselves
{intragroup sales). The following business transactions were carried out with non-consclidated related companies in
the financial year 2007 and the two prior periods:

Receivables due from related companies:

Receiveables due from refated companies

Outstanding balances Value of business transactions

Receivables Revenues/income/sales  Expenses/purchases
in € million Dec. 31, 2007 Dec. 31, 2006 Dec. 31,2005 2007 2006 2005 2007 2006 2005
Current accounts receivable
Eurcjet Turbo GmbH, Hallbergmoos® 323 38.3 13.0 154.5 1364 2002 -Q08 -0.3 -0.7
MTU Turbomeca Rolls-Royce GmbH,
Hallbergmoos* 6.7 5.0 4.5 29.5 28.8 326 -08 0.1 -0.8
Pratt & Whitney Canada Customer
Service Centre Europe GmbH,
Ludwigsfelde 3.4 3.6 51.2 45.8 -1.0 0.9
Ceramic Ceating Center 5.A.5,,
Parls, France 0.1 0.2 01 07 -2.3 -1.8
Turbo Union Ltd., Bristol,
England " ' 15.5 78 0.4 B85 1155 131.7
Airfeil Services Sdn, Bhd,,
Kota Damansara, Malaysia 0.4 0.4 0.4 0.3 041 -1.5
EPI Europrep Internatlonal GmbH,
Munich 0.4 2.6 -3.7
Gesellschaft zur Entsorgung von
Sondermiill in Bayern GmbH,
Munich -0.2 0.2 01

58.4 54.9 26.7 31,3 3265 3625 -3.6 -3.8  -10.6

" Assoclated entities



Liabilities due to related companies:

Liabilities due to refated companies

Outstanding batances
Liabilities

in € million Dec. 31, 2007 Dec. 31, 2006 Dec. 31, 2005

2007

Value of business transactions
Revenues/income/sales

2006

2005

Expenses/purchases

2007

2006 2005

Current liabilities

KKR Eurapean Fund L.P.

0.1

KKR Mitlenium Fund L.P.

0.1

MTU Aero Engines Beteiligungs-
ung Verwaltungs GmbH, Munich 0.1

0.1

Kohlberg Kravis Roberts & Co. L.P.,
Usa

Airfoil Services Sdn. Bhd.,
Kota Damansara, Malaysia au

MTU Turbomeca Rolis-Royce
ITP GmbH, Hallbergmoos " 0.1 0.4

9.1

5.8

Pratt & Whitney Canada Customer
Service Gentre Europe GmbH,
Ludwigsfelde

3.2

12.3

-103.6

IAE International Aera Engines AG,
Zurich, Switzerland 81.6 56.6

51.7

2979

365.3

257.4

-246.7

-394.7 -294.0

MTU Versicherungsvermittiungs-
und Wirtschaftsdienst GmbH,
Munich

-10.8

EPI Europrop Internationat GmbH,
Munich® 6.7 0.7

2.1

2.6

MTU Miinchen Unterstiitzungs-
kasse GmbH, Munich 10.8 3.9

4.8

MTU Maintenance do Brasil Ltda.,
S3o0 Paulo, Brazil

0.1

-0.6

60.1

309.1

373.7

269.7

-258.6

-410.2 -398.9

" Associated entities
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40.1.2. Major shareholdings

The list of major shareholdings shows MTU's capital share in each company together with the equity that this repre-
sents at December 31, 2007 and the annual results of each company in the financial year 2007.

Name and registered office of entity

Shareholding Equity Results
in% in € 000 in € 000
Dec. 31, 2007  Dec. 31, 2007 2007
I. Investments in subsidlaries
MTL Aero Engines Finance B.Y., Amsterdam, Netherlands 100.00 2,138 -4,348
MTU Aero Engines GmbH, Munich 100.00 812,745 57,5337
MTL} Maintenance Hannover GmbH, Langenhagen 100.00 125,563 17,6187
MTU Maintenance Berlin-Brandenburg GmbH, Ludwigsfelde 100.00 15,061 2,461
MTU Aero Engines North America Inc., Newington, USA 100.00 -3,445% 1,2557
MTU Maintenance Canada Ltd., Richmond, Canada 100,00 -4,3497 5527
Vericor Power Systems L.L.C., Atlanta, USA 100.00 21,217* 39737
RSZ Betelligungs- und Verwaltungs GmbH, Munich 100.00 13,432 -1
MTU Aero Englnes Polska Sp. z o.0., Rseszéw, Poland 100.00 5,580 n.a.
MTU Versicherungsvermittlungs- und Wirtschaftsdienst GmbH, Munich 100.00 26" g
MTU Minchen Unterstiitzungskasse GmiH, Munich” 100.00 10,870% o%
II. investments in associated companies
Turbe Union Ltd., Bristol, England 39,98 288" 114"
EURQIET Turbo GmbH, HaIII;ergmoos o 33.00 1,844 1% 7404
EPI Europrop Intemnational GmbH, Munich 28.00 525" 460"
MTU Turbomeca Rolls-Royce GmbH, Hallbergmoos 33.33 15M 77
MTU Turbomeca Rolls-Royce ITP GmbH, Hallbergmoos 25.00 1014 7444
1l Equity investments in joint ventures
MTU Maintenance Zhuhai Go. Ltd., Zhuhai, China 50.00 74,9390 11,3727
Pratt & Whitney Canada Customer Service Centre Europe GmbH, Ludwigsfelde 50.00 AN -4,595
Ceramic Coating Center 5.A.S., Paris, France 50.00 25% ¢03"
Airfoil Services Sdn. Bhd,, Kota Damansara, Malaysia 50.00 3z 162"
Pratt & Whitney Canada CS$C (Africa) (PTY,) Ltd., Lanseria, South Africa 50.00 2,467" 33%
V. Other aquity investments
|AE International Aero Engines AG, Zurich, Switzerland 12.10 30,307 2,797
" Previous year's figures; current figures not available ¥ Translated at annual average rate for 2007
2 profit /loss for German GAAP purposes (HGB) transterred ' Translated at closing exchange rate Dec. 31, 2006
under proflt and losa transter agreement 2007 M Translated at monthty closing exchange rates 2007

" Transiated at cloging exchange rate Dec. 31, 2007 ¥ Transtated ot annual everage rate for 2006

* HGB amount; no IFRS financial statements drawn up
“t Plan assets sccording to IAS 19
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40.2. Related persons

No group company has conducted any business subject to disclosure requirements with members of the group's
Board of Management or Supervisory Board or with any other individuals holding key management positions, or with
companies in which these persons hold a seat on the managing or supervisory board. This is also applicable for

close family members of this group of persons.

40.2.1. Board of Management and Supervisery Board compensation

The following compensation has been paid in the year under review to the Board of Management and the Supervisory
Board. Disclosures of compensation for individual members of the Board of Management and the Supervisory Board
are made in conjunction with information relating to the German Corporate Governance Code (see the corporate

governance report and the management compensation report).

Compensation for active board members

Board of Mangement Supervisory Board

in € million 2007 2006 2005 2007 2006 2005
Short-term employment benefits 59 6.8 6.4 0.7 0.7 0.5
Provisions allocated for active board members
during the financial year 0.4 0.4 2.6
Share-based compensation 0.5 0.4 0.2

6.8 76 9.2 0.7 0.7 0.5

40.2.2. Members of the Board of Management

Board of Management
Egon Behle (since Jan. 1, 2008) Munich
CEG of MTU Aero Engines Holding AG, Munich
Udo Stark {until Dec. 31, 2007) Munich
CEQ of MTU Aero Engines Holding AG, Munich
Dr. Rainer Martens Munich

Member of the Board of Management, Chief Operating Officer of MTU Aero Engines Holiding AG, Munich

Dr. Stefan Weingartner (since Nov. 1, 2007) Munich
Member of the Board of Manag 1, President and CEO € Tial Mai) o of MTU Aero Engines Helding AG, Munich

Bernd Kessler {until Oct. 31, 2007) Munich
President and CEQ Commercial Maintenance of MTU Aero Engines Holding AG, Munich

Reiner Winkler Munich

Member of the Board of Management, Chief Financial Officer of MTU Aerg Engings Holding AG, Munich
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40.2.3. Members of the Supervisory Board

Members of the Supervisory Board

Klaus Eberhardt (Chairman, since Jan. 1, 2008, Member of the Supervisory Board since April 27, 2007) Diisseldorf
CEQ of Rreinmetall AG, Diisseidor!

johannes P. Huth (Chairman, until Dec. 31, 2007, Member of the Supervisory Board until January 31, 2008) London
Member of Kohiberg Kravis Robarts & Co. Ltd., London

Josef Hillreiner " {Deputy Chairman}) Ried

Cheirman of the Groug Works Council of MTU Aero Engines GmbH, Munich
Chairman of the Works Councll of MTU Aero Engines GmbH, Munich

Louis R. Hughes
Chief Executive Officer of GBS Laboratories, LLC., Herndon, Virginia

Winnetka, U.5.A.

Harald Flassbeck " Unterhaching
Sanior Union Representative, IG Metall, Munich

Dr-ng. Jirgen M. GeiBinger Herzogenaurach
President and CEO of INA-Holding Schaeffler KG, Herzogenaurach

Babette Frohlich" Frankfurt
Departmental head within the IG Metall Executlve Committee, Frankfurt

Glnter Sroka" Dachau
Farmer Chairman of the Groug Works Counclt of MTU Aero Engines GmbH, Munich

Michael Keller" Aindling
Management represegntative of MTU Aero Engines GmbH, Munich

Sanior Vice President Rotor/Stator and Production Services of MTU Aero Engines GmbH, Munich

Prof. Dr. Walter Kr&ll Marburg
Former President of the Helmholtz Association of German Ressarch Centres, Bonn

Josef Mailer" Dachau
Full-time mamber of the Works Council of MTU Asro Engines GmbH, Munich

Member of the Group Works Councif of MTU Aero Engines GmbH, Munich

Udo Stark (since Febr. 1,2008) Munich
Former CEC of MTU Acro Engines Holding AG, Munich

Prof. Dr-ng. Klaus Steffens Bernried
Former President end CEO of MTU Aero Engines GmbH, Munich

Prof. Dr. Sigmar Wittig (untl March 31, 2007) Cologne

Former Chairman of the Executiva Soart of the German Aerospace Center {DLR), Cologne

' Employee representatives

For disclosures concerning the compensation awarded to individual members of the Supervisory Board, please see

the management compensation repart.



V. Segment Information

41. Applicability of segment reporting

The group reports financial information by line of business and by geographical arga. Segmentation is based on
classifications used in the internal organizational structure and reporting system, and takes into account the risks
and returns to which the segments are subject.

41,1, ldentification of segments

The group identifies its repartable segments in accordance with 1AS 14 (Segment Reporting), and has determined
that business segments (delineated by line of business) are to be used as the primary reporting format, and
geographical segments (delineated by geographical area} as the secondary reporting format.

MTU Aero Engines Holding AG classifies its activities according to two business segments:
- Commercial and military engine business (OEM}
- Commercial maintenance business {MRO)

Activities of the business segments:

- In the commercial and military engine business, the group develops, manufactures, assembles and delivers
commercial and military engines and components. Maintenance, repair and overhaul of military engines is also
included in this segment.

- In the commercial maintenance business, the group maintains, repairs and overhauls commercial aircraft
engines. Activities encompass full engine maintenance and repair, and the complete overhaul of engine modules
and special repairs, In addition to aircraft engines, group companies in this business sector also repair and over-
haul industrial gas turbines.

In the table showing segment information by business segment, the amount in the earnings before tax (EBT) line of
the consolidation/reconciliation column represents, on the one hand, the amounts applied to eliminate interseg-
ment sales between the two business segments and, on the other hand, transactions by the holding companies
which cannot be directly allocated to a business segment,

The negative consolidation/reconciliation amount of € -16.9 million in the ‘interest and other financial result’ line in-
cludes interest expenses attributable to the holding company and eliminates profit and loss transfers between group
companies allocated to different segments. The negative consolidation/reconciliation amount of € -445.5 million
in the segment assets line relates to the consolidation of the fair value of subsidiaries [financial assets) and of
accounts receivable from intersegment sales. The recenciliation amount of € 139.5 million in the segment liabilities
line reconciles financial liabilities attributable to the holding company to internal liabilities attributable to the group
companies.
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41.2. Explanatory comments relating to the segment information

41.2.1. Primary segments {business segments)

- The segment information is based on the same accounting policies as the consolidated financial statements,
Receivables and liabilities, income and expenses, and revenues from intersegment sales are reconciled between
the segments. Intragroup sales are transacted on an arm's length basis.

- Capital expenditure relates to additions to property, plant and equipment and intangible assets which will probably
be in use for more than one year. This capital expenditure is allocated an the basis of the registered office of the
company to which the acquired assets belong,

- Segment assets and the segment liabilities alse include assets and liabilities which have been used for generating
current business activities. These assets are allocated on the basis of the registered office of the company to which
they belong. Segment assets and segment liabilities have been reconciled to group assets and group liabilities.

41,2.2. Secondary segments (geographical segments)

- In the segment information reported by geographica! area, external sales are allocated on the basis of the regis-
tered office of the customers. In line with the method used for internal control and reporting, the following geo-
graphical areas (regions) are defined: Germany, Europe, North America, South America, Alrica, Asia, others, and
financial assets accounted for at equity.

- Revenues are allocated on the basis of the country in which the customer is domiciled.

- Capital expenditure relates to additions to property, plant and equipment and intangible assets which will probably
be in use for more than cne year. This capital expenditure is allocated on the basis of the registered office of the
company to which the acquired assets belong, which in turn defines the geographical segment.

- Segment assets are allocated on the basis of the registered office of the company to which they belong.



42, Segment information by business segment at December 31, 2007

Primary segment information 2007

Commercial Commercial Consolidation/ Group
and military maintenance reconciliation

in € million engine business (OEM) {MRG}

Revenues with third parties 1,582.0 993.% 2,575.9
Commercial 1,084.5 $93.9 2,078.4
Military 4975 497.5

Revenues with other segments 17.5 10.8 -28.3
Commercial 17.5 10.8 -28.3
Military

Total revenues 1,59¢.5 1,004.7 -28.3 2,575.9
Commercial 1,102.0 1,004.7 -28.3 2,078.4
Military 497.5 497.5

Cost of sales -1,244.1 215.6 30.2 -2.129.5

Gross profit 355.4 89.1 1.9 446.4

Earnings before interest and tax (EBIT) 204.1 39.9 0.7 243.2

Depreciation and amortization 101.6 48.0 149.6

Earnings before interest, tax, depreciation and

amortization (EBITDA} 3056.7 879 0.7 392.9

Earnings before interest, tax, depreciation and

amortization (adjusted) (EBITDA adjusted) 305.7 879 -0.7 3929

Interest and other financial result -38.1 6.6 -16.9 -61.6

Result from equity

accounted investments -2.3 -2.3

Internal allocation -6.2 6.2

Earnings before tax {EBT) 159.8 arz -17.6 179.4

{nvestments in intangible assets

and property, plant and equipment 63.4 374 100.58

Segment assets 2,640.5 890.5 -445.5 3,085.5

= thereof: goodwill 296.3 95.2 N5

- thereof: equity accounted investments 4.6

Segment liabilities 1,866.7 §5172.3 139.5 2,523.5

Significant non-cash expenses 67.6 2.0

Employees, annual average 4,645 2,447 ’ 7,092

Industrial staf 1,841 1,307 3,148

Administrative staff 2,487 678 3165

Employees on tempgrary contracts 49 286 335

Trainees 128 126 254

Students on work experience projects 140 50 190

Key segment data:

Gross profit in % 22.2 8.9 17.3

EBIT in % 12.8 4.0 9.4

EBITDA {adjusted} in % 9.1 8.7 15.3

Significant non-cash expenses relate to changes in provisions, write-downs on inventories, discounting of contract
production receivables, and interest expenses in connection with pension ohligations.

167



PAAAS D BA L e AE T DAL St 1 R BT TRGTE AT G S TR T T T

43, Segment information by business segment at December 31, 2006

Primary segment information 2006

Commerciat Commercial Consolidation/ Group
and military maintenance reconciliation

in € million engine business (DEM) {MRO)

Revenues with third parties 1,469.4 946.8 2,416.2
Commercial 979.8 P45.8 1,926.6
Military 489.6 48%.6

Revenues with other segments 13.7 79 -21.6
Commercial 13.7 FAY -21.6
Mititary

Total revenues 1,483.1 954.7 -21.6 2,416.2
Commercial 993.5 954.7 -21L6 1.926.6
Military 4896 489.6

Cost of sales -1,245.0 -839.1 20.4 -2,063.5

Gross profit 238.1 115.6 -1.0 352.7

Earnings before interest and tax (EBIT) 119.0 67.7 2.9 183.8

Depreciation and amortization 6.1 35.7 151.8

Earnings before interest, tax, depreciation and

amortization (EBITDA} 2351 103.4 -2.9 335.6

Earnings before interest, tax, depreciation and

amortization (adjusted) (EBITDA adjusted) 217.7 103.4 -2.9 318.2

Interest and other financial result 2.6 5.1 -30.8 -33.3

Result from equity

accounted investments

Internal allocation 5.8 5.8

Earnings before tax (EBT) 115.8 69.4 -33.7 150.5

Investments in intangible assets

and property, plant and equipment 92.5 2.6 14.1

Segment assets 2,757.7 801.1 -572.8 2,7386.0

- thereof: goodwilt 296.3 96.2 392.5

- thereof: equity accounted investments 72

Segmaent liabilities 2,042.1 449.4 -67.8 2,423.7

Significant non-cash expenses 98.4 75

Employees, annual average 4,765 2,238 7,003

Industrial staff 1,836 1,277 : na

Administrative staff 2,564 642 3,206

Employees on temporary contracts 84 144 228

Trainees 138 132 270

Students on work experience prajects 143 43 186

Key segment data:

Gross profit in % 16.1 12.1 14,6

EBIT in % 8.0 1A 7.6

EBITDA (adjusted) in % 14.7 10.8 13.2
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Explanatory comments relating to segment earnings
Commercial and military engine business (OEM)

EBITDA (adjusted) and EBITDA margin

Earnings before interest, tax, depreciation and amortization {(EBITDA adjusted) are determined by adding back
certain items {depreciation/amortization, write-downs on assets, and the effects of the purchase price allocation
arising from the company's acquisition by Kohlberg Kravis Roberts & Co. (KKR} from DaimlerChrysler AG) to earn-
ings before interest and tax (EBIT).

EBITDA (adjusted) for the QEM business increased in 2007 from € 217.7 million to € 305.7 million, and the adjust-
ed EBITDA margin improved from 14,7 % to 19.1%.

Commercial maintenance business (MRO)

EBITDA {adjusted) and EBITDA margin

Earnings before interest, tax, depreciation and amortization (EBITDA adjusted) were reduced by € 15.5 million to
€ 87.9 million as a result of the additional costs incurred in conjunction with the introduction of new logistics and
planning systems in Hannover. The EBITDA margin fell accordingly to 8.7 % {2006: 10.8%).

Impairment

The carrying amount of a license for CF34 repair techniques employed in commercial engine maintenance was
compared with its recoverable amount (present value of all future cash flows). The recoverable amount was found to
be below the carrying amount, and hence an impairment loss of € 14.7 million (2006: € 9.0 million) was charged in
2007 as an additional amortization expense under ‘cost of sales’. This did not have any impact on the operating
profit (EBITDA) or the EBITDA margin.
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44, Segment information by geographicai segment

The tables below provide a breakdown of revenues, capital expenditure and assets by geographical segment
(region). Explanatory comments on segment reporting by geographical area can be found in Note 41.2.2.

Secondary segment information 2007

in € million l Revenues Capital expenditure Assets

Germany 495.7 98.2 2,760.7

Europe . 267.3 186.5

North America 1,391.5 2.1 497

South America 9.2

Africa 10.1

Asia 314.3 0.5 B4.0

Australia /Oceania 25.3

Financial assets accounted for at equity 4.6
2,575.9 100.8 3,085.5

Comparative segment information by geographical segment for 2006:

Secondary segment information 2006

in € million Revenues Capital expenditure Assets

Germany 4539 10.8 2,840.7

Europe 269.6 o

North America 1,315 2.5 55.5

South America 723

Africa 10.4

Asia 286.2 0.8 B2.6

Australia/Oceania 12.3

Financial assets accounted for at equity 7.2
2,416.2 14,1 2,984.0

VI. Events after the balance sheet date

No substantial events requiring disclosure or inclusion cccurred after the balance sheet date up to the date on
which these consolidated financial statements went to press,
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VII. Reco;nciliation of group net profit with net profit
of MTU Aero Engines Holding AG

Unlike the consolidéted financial statements, which are based on the 1ASB’s IFRS standards, the annual financial
statements of MTU Aero Engines Holding AG are prepared in accordance with German Commercial Code {HGB). The
IFRS rules are also applied in the individual income statements where it Is permissible and fitting to do so. In numer-
ous cases, the accounting policies applied in the annual financial statements of MTU Aero Engines Holding AG, and
those of the German subsidiaries whose profit/1oss is transferred to MTU Aero Engines Holding AG (and whose
financial statements are also prepared in accordance with the German Commercial Code}, differ from the accounting
policies applied in the consolidated financial statements.

Reconciliation of distributable net profit

in € million 2007 2006 2005
Group net profit (IFRS) 7 154.1 8.1 3ze
Group income tax | ‘ -25.3 -61.4 -25.8
Group earnings before tax (EBT) 179.4 150.5 58.6
Elimination af results from foreign group companies -9.3 -6.6 34

+/- Deviations from German Commercial Code (HGB)
Termination of profit and loss transfer agreement with

MTU Maintenance Berlin-Brandenburg GmbH 0.7 -9.9

Transfer to special tax resérve -13.0

Unrealized profitsl from construction contracts -15.5 -15.5

Amartization of goodwill 2.8 ) 9.8 -9.8

Capitalized development activities -4.3

Expenses in connecticn with the convertible bond issue/IPQ -3.3 -20.3

Forex ingome 90.2

Merger profit from previous year 27.9

Other deviations -6.7 -40.3 -2.2  -50.4 10.2 98.2
Earnings before tax of MTU Aero Engines Holding AG (HGB) 129.8 ?3.5 160.2
Ingome taxes -64.4 -25.1 -13.9
Net profit of MTU Aero Engines Helding AG (HGB) 65.4 68.4 46.3
Prefit/loss carried forward 0.2 -2.3
Withdrawn from capital reserves 13.6 33.9
Withdrawn from revenue reserves 38
Aliocated to reserve for treasury shares -13.6 -42.7
Allocated to revenue reserves -18.4 -24.6 -3.8
Distributable net profit of MTL! Aero Engines Holding AG (HGB) 47.2 438 40.2
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Reconciliation of net profit available for distribution

Through a resolution of the sharehelders’ meeting of MTU Aero Engines Investment GmbH, Munich (which has mean-
while merged with MTU Aero Engines Holding AG, Munich) on November 20, 2006, it was decided to terminate the
control and profit and loss transfer sgreement between MTU Aero Engines GmbH, Munich and MTU Maintenance
Berlin-Brandenburg GmbH, Ludwigsfelde with effect of December 31, 2006. In the reconciliation between IFRS and
HGB statements, an adjustment is applied to group earnings, which include the profit and loss from the subsidiary,
corresponding to the annual results of MTU Maintenance Berlin-Brandenburg GmbH, Ludwigsfelde.

Contrary to the provisions of the German Commercial Code (HGB}, the international financial reporting standards
(IFRS and US$-GAAP) prescribe the use of the percentage-of-completion {PeC) method under certain conditions
when accounting for production contracts, whereby revenue and profits arising from a production contract are
recognized in proportion to the stage of completion of the praject. MTU satisfies the requirements for recognizing a
proportion of the profits from certain of its engine projects, which must consequently be eliminated in the reconcili-
ation between IFRS and HGB statements {further information on the relevant accounting policies is provided in
Notes 5.8, and 22.).

The goodwill arising from the merger reported in the HGB balance sheet is subject to scheduled amortization
over 15 years in accordance with Section 255 (4) of the German Commercial Code. In the reconciliation between
IFRS and HGB statements, an adjustment is made to group earnings befere tax (EBT), which does not include any
amortization of goodwill (IAS 36), corresponding to the goadwill amartization expense in the HGB annual results.

The commercial MRO business has developed special repair processes capable of reducing the cost and increasing
the efficiency of engine maintenance. The associated development costs meet the criteria for recognition of intangi-
ble assets Iaid down in the international financial reparting standards (IFRS). By contrast, the German Cammercial
Code treats these as services for the company's own account which are to be recognized as an expense.

Funds to finance the purchase of treasury shares amounting to € 113.6 million were withdrawn from capital
reserves in 2007, These are offset against the acquisition cost of shares allocated to the reserve for the Matching
Stock Program, amounting to € 5.1 million (2006: € 0.0 million).

Recommendation for the distribution of net profit

The annual net profit of MTU Aero Engines Holding AG, as reported in the annual financial statements drawn up in
accordance with the German Commercial Code {HGB), amounts to € 65.4 million. After allocation of € 18.4 million
to revenue reserves, a distributable net profit of € 47.2 million remains. At the Annual General Meeting on April 30,
2008, the Board of Management and Supervisary Board will recommend that this net profit be distributed as a divided
of € 0.93 on each share entitled to receive a dividend.

The dividend is expected to be paid on May 2, 2008.



Elektronischer Bundesanzelger (Electronic Federal Gazette)

The annual financial statements of MTU Aero Engines Holding AG, which were granted an unqualified audit certifi-
cate by Deloitte & Touche GmbH, Wirtschaftspriifungsgesellschaft, Munich, are published in the Etectronic Federal
Gazette (elektronischer Bundesanzeiger). Print copies can be obtained on request from MTU Aero Engines Holding AG,
80995 Munich, Germany.

Declaration of conformity with the German Corporate Governance Code

The declaration of conformity by the Board of Management and Supervisory Board of MTU Aero Engines Holding AG
pursuant to Section 161 of the German Stock Corporation Act (AktG) is published in the MTU Annual Report 2007
and also permanently available to shareholders on the MTU website at www.mtu.de.

Statement by the legal representative
We hereby affirm that, to the best of our knowiedge, the consclidated financial statements present 2 true and fair
view of the group’s net assets, financial position and operating results in accordance with the applicable financial
reporting standards, and that the group management report provides a faithful and accurate review of the group’s
business performance, including operating results and situation, and outlines the significant risks and opportunities
of the group’s likely future development.

Munich, February 25, 2008

Ay SN IR VI SR T I

Egon Behle Dr. Rainer Martens Dr. Stefan Weingartner Reiner Winkler
Chief Executive Chief Operating President and CEQ Chief Financial
Officer Officer Commercial Maintenance Officer
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Independent Auditor’s Report

We have audited the consolidated financial statements prepared by MTU Aere Engines Holding AG, Munich,
comprising Income Statement, Balance Sheet, Statement of Changes in Equity, Cash Flow Statement and Notes to
the Censolidated Financial Statements, together with the Group Management Report for the business year from
1 January to 31 December 2007. The preparation of the consolidated financial statements and the group manage-
ment report in accordance with IFRSs as adopted by the EU, and the additional requirements of German commercial
law pursuant to § 315a {1) HGB, are the responsibility of the company’s Board of Management. Qur responsibility is
to express an opinion on the consolidated financial statements and on the group management report based on our
audit.

We conducted our audit of the consolidated financial statements in accordance with § 317 HGB and German gener-
ally accepted standards for the audit of financial statements promulgated by the Institute of Public Auditors in
Germany (Institut der Wirtschaftspriifer). Those standards require that we plan and perform the audit such that
misstatements materially affecting the presentation of the net assets, financial position and results of operations in
the consolidated financial statements in accordance with the applicable financial reporting framework and in the
graup management report are detected with reasonable assurance. Knowledge of the business activities and the
ecanomic and tegal 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 internat 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 those entities included in consolidation, the determination of entities to be included
in consolidation, that accounting and consolidation principles used and significant estimates made by management,
as well as evaluating the overall presentation of the consolidated financial statements and the 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 of MTU Aero Engines
Holding AG, Munich, comply with IFRSs as adopted by the EU, the additional requirements of German commaercial
law pursuant to § 315a (1) HGB and give a true and fair view of the net assets, financial position and results of oper-
ations of the Group in accordance with these requirements. The group management report is consistent with the
consolidated financial statements and as a whole provides a suitable view of the Group’s pasition and suitably
presents the opportunities and risks of future development.

Munich, March 3, 2008

Deloitte & Touche GmbH
Wirtschaftspriifungsgesellschaft

Dr. Plend| Dr. Reitmayr
German Public Auditor German Public Auditor
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Corporate
Governance

Corporate Governance Report

High regard for corporate management based on responsibility

The term “corporate governance” refers to corporate management based on responsibility and fong-term value
creation. At MTU, this concept has been held in high regard for many years. The company has based its corporate
governance practices on two care aspects: promoting the trust of investors, customers and employees in the com-
pany's executive and controlling bodies, and increasing the value of the company in a continuous and sustainable
manner.

The hallmarks of good corporate governance are that it should be based on mutual trust and efficient collaboration
between the Board of Management and the Supervisory Board, respect the shareholders’ interests, and altow for
open and transparent communication. As a global player, MTU acts in compliance with national and international
standards. In Germany, where the company is headquartered, these standards are defined principally by the Stock
Carporation Act (AktG), the Co-Determination Act {MitbG) and the German Corporate Governance Code (the
“Code"}.

The Code has been in force since 2002. In the amended version of June 14, 2007, it describes the nationally and
internationally recognized standards of responsible corporate leadership as well as statutory regulations for the
management and supervision of German listed companies. MTU's Board of Management and Supervisory Board
have actively worked towards ensuring that the recommendations of the Code are met. Their declaration of
conformity can be found on page 179.

The following contains a report by the MTU Board of Management - also on behalf of the Supervisory Board - 25
stipulated in Section 3.10 of the Code, on corporate governance at the company in the 2007 financial year.

Trust-based cooperation between Board of Management and Supervisory Board

MTU is a stock corporation organized under German law and has the prescribed three governing bodies: Board of
Management, Supervisory Board and Annual General Meeting. Corparate management relies on close and trust-
based cooperation between all of these bodies as weli as a reliable and constant flow of information. The Annual
General Meeting offers shareholders the opportunity to present questions ta MTU executives and personally
exercise their voting rights, or do so through a proxy.

The company is managed by a Board of Management whose members work together as a team. Members comple-
ment each other with a variety of professional qualifications and experience. The Board of Management sets MTU's
strategic direction, plans and establishes the company’s budget and monitors the individual business units. It
informs the Supervisory Board of current business developments, risks, strategic decisions and their implementa-
tion in a timely manner and on a regular basis. Important Board of Management decisions require the approval of the
Supervisory Board, in particular the approval of the budget. For further information on this topic, please consult the
Supervisory Board report on page 186.



in line with statutory requirements, the Supervisory Board comprises six shareholder representatives and six em-
ployee representatives. It oversees the work of the Board of Management and provides advisory support. All Super-
visory Board members are qualified for these tasks and perform their mandated duties correctly. The Supervisory
Board's rules of procedure make provision for its members to form committees. At present, MTU's Supervisory
Board has four committees.

Until the fall of 2007, one of the Supervisory Board members was a partner at a management consultancy whose
services had been engaged by a group company during the course of the business year. The Supervisory Board
approved this activity. No other consulting agreements or contracts for work and services existed between MTU
Aero Engines Holding AG or any of its associates and any member of the Supervisory Board. No conflicts of interest
arose between MTU and its Board of Management or Supervisory Board.

In the financial year 2007, directors’ and officers’ liability insurance with an appropriate deductible was in effect for
MTU Board of Management and Supervisory Board members.

Compensation for members of the Board of Management and Supervisory Board is established according to clear,
transparent criteria. These criteria are fully described in the management compensation report on pages 180 to 185.

Financial reporting

The Board of Management is accountable for the reporting of the consolidated financial statements, which are
drawn up in accordance with International Financial Reporting Standards {IFRS). The financial statements of group
companies are compiled according to the provisions of the German Commercial Code (HGB). An internal system of
controls and the application of uniform principles of accounting ensure that the company’s earnings, financial situa-
tion and net asset position, and the cash flows of all group companies, are accurately presented. In addition, MTU
has a differentiated system in place to identify and menitor business and financial risks.
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Compliance

The Board of Management and Group Works Council have drawn up a code of conduct reflecting MTU's corporate
culture and its resolve to strictly comply with the stipulations of the relevant public laws and internal regulations.
This code of conduct was made mandatory for all employees in spring 2007. Its purpose is (0 serve as a company-
wide guide to ethical business relaticns, and as a public statement of MTU's commitment to corporate social
responsibility and environmental protection.

The code of conduct focuses principalty on the obligation to comply with all enforceable legal and ethical rules and
principles. These include non-infringement of the law and the upholding of professional values towards customers,
suppliers, competitors, government autharities, holders of public office, and members of the general public, both in
Germany and abroad, and the strict separation of professional and personat affairs in order to avoid conflicts of
interest. The code also forbids the misuse of insider information.

Compliance represents an important aspect of all management functions at MTU. All managers are expected to
verify that each member of their staff has read and understood the code of conduct and is abiding by its rules.

As the result of another agreement between the Board of Management and the Group Works Council, an internal
contact office for unethical conduct has been created. It allows employees, customers and suppliers to report
suspected cases of irregular or criminal practice.

A full information service

in keeping with the principles of good corporate governance, MTU issues a regular flow of comprehensive, timely
information on the company's activities and any major changes in its business situation to shareholders, shareholder
associations, financial analysts, the media and other interested parties. Informative documentation, press releases
and a financial calendar can be found on MTU's website {http://www.mtu.de). MTU also publishes quarterly reviews
of its business activities. Any new facts likely to have a significant impact on the MTU share are disclosed in the form
of ad hoc reteases.

Information is also posted on the MTU website whenever members of the Board of Management or Supervisory
Board or related persons have purchased or sold MTU shares or related derivatives. Section 15a of the German
Securities Trading Act (WpHG}) stipulates that such transactions must be disclosed if and when their value reaches
or exceeds € 5,000 within a single calendar year.




Declaration of conformity with the German Corporate Governance Code by the Board of Management and
Supervisory Board of MTU Aero Engines Holding AG, pursuant to Section 161 of the German Stock Corporation
Act (AktG)

The Board of Management and the Supervisory Board of MTU Aero Engines Holding AG declare that the recommen-
dations of the Government Commission on the German Corporate Governance Code, as published in the amended
version of lune 14, 2007 by the Federal Ministry of Justice in the official section of the electronic Federal Gazette,
have been and are being complied with. The Board of Management and the Supervisary Board of MTU Aero Engines
Holding AG also intend to follow these recommendations in the future. The only recommendations of the German
Corporate Governance Code that have not been and will not be applied are the following:

b

. Form and details of Supervisory Board compensation (Section 5.4.7, paragraph 2 of the Code)
The members of the Supervisory Board do not receive performance-related compensation. it is our considered
view that a fixed compensation arrangement is appropriate and that it should not be linked to the company's
performance. In our opinion, performance-based compensation is not suitable to furthering the control function
exercised by the Supervisory Board.

2. Reporting of the total ownership of shares in the company (Section 6.6 of the Code)
The number of shares in the company held by members of the Board of Management and the Supervisary Board
will not be reported separately in respect of each Board. As the members of the Board of Management and the
Supervisory Board do not consult with one another regarding the exercise of their stock rights, we do not consid-
er such reporting to be appropriate. No corresponding provision has yet been specified in current legislation, as
such information is not deemed necessary.

Munich, December 2007

For the Board of Management For the Supervisory Board
Udo Stark Johannes P. Huth
Chairman Chairman
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Management Compensation Report

A full and transparent overview

The management compensation report summarizes the principles applied when establishing the level of compensa-
tion to be awarded to members of the Board of Management of MTU Aero Engines Holding AG, and explains how
benefits received by members of the Board of Management are calculated and structured. This report furthermare
describes the schedule of fees paid to members of the Supervisory Board.

The management compensation report is based on the recommendations of the German Corporate Governance
Code and contains statements which, pursuant to the requirements of the German Commercial Code (HGB) and the
International Financial Reporting Standards (IFRS), form part of the notes to the financial statements or the manage-
ment report. It therefore forms part of the attested consolidated financial statements. Consequently, information
presented in the management compensation report will not be repeated in the notes or management report.

Board of Management compensation

Board of Management compensation is decided upon by the Personnel Committee of the Supervisory Board of MTU
Aero Engines Holding AG. The members of this committee in the financial year 2007 were the chairman of the
Supervisory Board, Johannes P. Huth, the deputy chairman of the Supervisory Board, Josef Hillreiner, plus Harald
Flassbeck and Jiirgen M. GeiBiinger.

The compensation awarded to members of the Board of Management of MTU Aerc Engines Holding AG takes into
account the size of the company, the global reach of its activities, its business and financial situation, and the type
and level of management compensation paid out by comparable companies in Germany and abroad. It furthermore
takes into account the duties of each member of the Board of Management and their respective contributions to the
company's overall performance, and the length of time for which they have served on the board. Compensation
levels are calculated in such a way as to match the competitive standards of the international recruitment market for
highly qualified business executives, and so as to represent an adequate incentive to achieve results.

The compensation received by members of the Board of Management is based on a performance-related remunera-

tion scheme. In the financial year 2007, it was made up of the following four components:

(1) a fixed basic sum, paid on a monthly basis.

(2} a variable bonus, which is dependent on achieving specific business targets and is contractually limited to a sum
not exceeding either 83% or 100 % of the fixed portion of the compensation.

(3) share-based compensation under the Matching Stock Program (MSP) established for a wide section of the com-
pany's executive management and covering the period 2005 - 2009, Under this scheme, shares of phantom
stock are allocated to subscribers in equal tranches each year for a period of five years. The allocation of these
phantom stocks is subject to the condition that subscribers hold their own long-term investment in the company's
shares. At the end of the respective vesting period, which runs for two years after allocation of each tranche, and
on condition that the minimum exercise thresholds have been exceeded, the share-based compensation can
be redeemed in exchange for the exercise of the phantom stock rights (a more detailed description of the MSP,
including information on the amendments to the terms of issue introduced during the year under review, is
provided in Note 27.3. to the consolidated financial statements}.

{4} pension commitments under a defined benefit pension plan for members of the Board of Management (no such
arrangement existed for CEQ Udo Stark, who retired from the Board of Management on December 31, 2007},
Defined benefit pension provisions are dealt with in more detail under Note 28. to the consolidated financial
statements.

The contractual agreements with members of the Board of Management make no provision for further payments
after termination of contract. Solely in the event of premature termination of contract without serious cause,
members of the Board of Management are entitled to receive a payment equivalent to the fixed basic compensation
that would have otherwise been awarded for the remaining term of their contract. In accordance with the recem-
mendations of the German Corporate Governance Code, the most recently concluded Board of Management
contract contains a clause limiting such severance payments to no more than the value of two years’ compensation
(severance payment cap).



Board of Management contracts make no provision for any compensatory payments in the event that a board
member's term of office should be prematurely terminated as the result of a change of control.

Compensation payments in 2007

In the financial year 2007, total cash benefits paid to members of the Board of Management amaunted to € 5.9 mil-
lion (2006: € 6.7 million). Of this sum, € 3.4 million (2006: € 3.8 million} concerned non-performance-related
payments and € 2.5 million (2006: € 2.9 million) was performance-related. The cumulative expense came to a total
of € 6.8 million {2006: € 7.6 million}.

Details of the compensation entitlement of the individual members of the Board of Management in financial year
2007 are presented below:

Total compensation; Board of Management

Active Cther Benefits payable on  Cash-equivalent value
Board members Cash benefits benefits” termination of service of share-based Total
as a board member” compensation®
{figures in €) {lang-term incenitve)
Udo Stark 3,017,270.67 0.00 0.00 148,071.00 3,165,341.67
Dr. Rainer Martens B11,542.97 50,000.00 100,982.25 26,927.00 089,452.72
Dr. Stefan Weingartner” 136,451.70 0.00 9,153.50 19,273.00 165,578.20
Bernd Kessler® 770,250.81 0.00 177.721.55 68,471.00 1,016,443.36
Reiner Winkler 1,123,210.10 0.00 104,521.59 184,774.00 1,414,505.69
Total 2007 5,858,726.25 50,000.00 392,379.38 450,216.00 6,751,321.63
Total 2006 6,748,985.52 80,000.00 397,408.00 371,01.00 7,597,494.52

* s, Weingartner was appointed 23 a full member of the Board of Management of MTU Aerc Engines Holding AG with eftect from November 3, 2007

T My, Kessler retired from the Baard of Maragement of MTU Aero Engines Holding AG with effect from October 31, 2007,
B Other benefits comprises double household expenses amounting to € 50,000 {2004: € £0,000).
* Benefits payable on termination of service mainty camprise pension contributions.

% The yalues Shewn in this table for shane-based compensation refer to phantom stock that was grarted in June 2005 te cover the period 2005 - 2009

(for on in § annual t

Non-performance-retated and performance-related cash benefits were paid out as follows:

Cash benefits

hes), taking inio account the new rules concerning the exercise price (ses Note 27.3. to the consalidated financial statemeants},

Active board members Salary Other benefits* Annual bonus Total

tfigures in €) {not performance-related) [not performance-related} {performance-related)
Udo Stark 1,250,000.00 517,270.67 1,250,000.00 3,017,270.67
Dr. Rainer Marten.;s 400,000.00 1,542.97 400,000.00 B11,542,97
Dr. Stefan Weingartner"” 66,668.00 3,16.70 66,667.00 136,451.70
Bernd Kessler® 500,000.00 20,250.81 250,000,00 770,250.81
Reiner Winkler 600,000.00 23,210.10 500,000.00 1123,210.10
Total 2007 2,816,668.00 675,391.25 2,466,667.00 5,858,7246.25
Total 2008 3,183,339.00 657,313.19 2,908,333.33 6,748,985,52

"' Br. Weingartner was appointed as a full member of the Board of Management of MTU Aero Engines Holding AG with effect trom Novernber 1, 2007.

" Mr, Kessler mtired from the Board of Management of MTU Aero Engines Holding AG with effect from October 31, 2007,

3 Other benefits comprises benefits under inurance premium conversion arrangements amounting to € 500,000.00 (2006; € 500,000.00), charges o taxable
income covering personal use of company vehicles amounting to € 68,705.41{2006: € 102,918.81), and premiums for accident insurance policies takan out on
behalf of the Board of Management amounting to € 6,685.84 {2004: € 9,157.07). The figure for 2006 includes reimburkement of relocation and acgomemodation
expenses - Ho SuCh Bxpensas arose in 2007,
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Defined benefit obligation of pension provisions accorded to members of the Board of Management

The defined benefit obligation (DBO} of all pension provisions accorded to members of the Board of Management
at December 31, 2007, amounted to € 1.6 million (2006; € 3.0 million), as stated in Note 28. to the financial state-
ments. The reduction in the present value of defined benefit obligations is attributable on the one hand to the depar-

ture of Bernd Kessler in the year under review and on the other hand to the application of a higher discount at the

current market rate of 5.25% for 2007, compared with a rate of 4.5% for 2006.

Share-based compensation

The table below lists the number and cash-equivalent value of phantom stock granted and allocated to members of
the Board of Management under the Matching Stock Program (MSP) as the share-based component of their

compensation. The cash-equivalent value of this stock has been calculated using the Black-Scholes pricing mode!,

Share-based compensation

Active board members

Granted phantom stock”

Allocated phantom stock

At Acquired At At Acquired At
Jan, 1, 2007 in Dec. 31, 2007 Jan.1, 2007 in Dec. 31, 2007
2007 2007
[number of shares or value in €} shares shates shares shares shares shares
Udo Stark - i
Phantom stock tranche 1 dated §.6.2005 35,712 35,12 /2 35,712
Phantem stock tranche 2 dated 4.6.2006 35712 35,712 35 N2 35,712
Phantom stock tranche 3 dated 6.6.2007 3512 35,712 35,712 35,712
Phantom stock tranche 4 dated 6.6.2008 35,12 35,712 0
Phantom stock tranche 5 dated 6.6.2009 35,712 35,712 0
Status at December 31 178,560 178,560 71,424 35,712 107,136
Dr. Rainer Martens
Phantom stock tranche 1 dated 6.6.2005 ]
Phantom stock tranche 2 dated 6.6.2006 7,224 7,224 7,224 7,224
Phantom stock tranche 3 dated 6.6.2007 7,224 7,224 7,224 7,224
Phantom stock tranche 4 dated 6.6.2008 7,224 7,224 0
Phantom stock tranche 5 dated 6.4.2009 7,224 7,224 0
Status at December 31 28,896 28,896 7224 7,224 14,448
Dr. Stefan Weingartner"
Phantom stock tranche 1 dated 6.6.2005 0 0
Phantom stock tranche 2 dated 6.6.2006 0 0
Phantom stock tranche 3 dated 6.6.2007 0 0
Phantom stock tranche 4 dated 6.6.2008 35,712 35,712 o
Phantom stock tranche 5 dated 6.6.2009 35,712 5712 0
Status at December 31 0 71,424 71,424 0 0 1]
Bernd Kessler?
Phantem stock tranche 1 dated 6.6.2005 35,712 35,12 35,712 35,712
Phantom stock tranche 2 dated 6.6.2006 35,712 35,712 35,712 35,712
Phantom stock tranche 3 dated 6.6.2007 35,712 35,712 35,712 35,712
Phantom stock tranche 4 dated 4.6,2008 35,12 352 0
Phantom stock tranche 5 dated 6.6.2009 35,712 35,712 0
Status at December 31 178,560 178,560 71,424 35,712 107,136
Reiner Winkler
Phantom stock tranche 1 dated 6.6.2005 35,712 35,712 35,712 35,712
Phantom stock tranche 2 dated 6.6.2006 as Nz 35,712 35,712 35,712
Phantom stuck_t_l;'gnche 3 dated 6.6.2007 35,712 35,712 B 35,712 3512
Phantom stock tranche 4 dated 6.6.2008 35,712 35,712 0
Phantom stock tranche 5 dated 6.6,Z2009 35,712 15,712 0
Balange at December 31 178,560 178,560 71,424 35,712 107,136
Cumulative balance at December 31 584,576 71,424 636,000 221,496 114,360 335,856

" Dr. Weingartner was appointad as a full member of the Board of Management of MTU Aero Engines Holding AG with effect from November 1, 2007
The tranches aliocated in 2005 - 2007 were acquired prior to this appointment. However, they became or will become exercisatle during his term of office.
3 Mr. Kessler retired from the Board of Management of MTU Aerc Engines Holding AG with effect from Octaber 31, 2007




The expense relating to phantom stock granted to members of the Board of Management under the M3F is reported
in the balance sheet on the basis of the fair value estimated at the time of its allocation, making allowance for the
specific conditions refating to the exercise of the phantom stock rights. It should be noted that the terms under
which equity instruments are issued have been amended (for a more detailed explanation of the exercise conditions
and the amendments to the terms of issue that became effective in 2007, please refer to Note 27.3. to the consoli-
dated financial statements).

A total of 636,000 shares of phantom stock from the Matching Stock Program had been granted to the Board of
Management as of December 31, 2007. Of these, 314,592 phantom stocks were not yet exercisable {previous year:
$36,000). This corresponds to 23.6% (2006: 30.4 %) of all shares of phantom stock issued to company executives.
A year-by-year breakdown is presented in the following table:

Exercised Forfeited Phantom stock
phantom phantom not yet exercisable Cash-equivatent value "
stock stock at Dec. 31, 2007
Phantom  Phantom At Months to Fair Average
stock stock Dec. 31, 2007 end of value exercise
in 2007 in 2007 vesting period price
{number of shares or value in €) shares shares shares € €
Udo Stark
Phantom stock tranche 1 dated 4.6.2005 -35,712 0 21.67
Phantom stock tranche 2 dated 6.6.2006 a5 N2 ] 28.97
Phantom stock tranche 3 dated 6.6.2007 35712 17 44,24
Phantom stock tranche 4 dated 6.6.2008 -35,12 0 29
Phantom stack tranche 5 dated 6.6.2009 -35,712 0 41
Status at December 31 -35,712 -71,424 71,424 148,071 32.29
Dr. Rainer Martens
Phantom stock tranche 1 dated 6.6.2005 0 21.67
Phantom stock tranche 2 dated 6.6.2006 7,224 5 28.97
Phantom stock tranche 3 dated 6.6.2007 7,224 17 44.24
i Phantom stock tranche 4 dated .6.2008 7.224 29
T Phantom stock tranche 5 dated &.6.2009 7.224 Ll
Status at December 31 28,896 26,927 32.2%9
Dr. Stefan Weingartner "
Phantom stock tranche 1 dated 6.6,200% 0 21,67
Phantom stock tranche 2 dated 6.6.2006 0 5 28.97
Phantom stock tranche 3 dated 6.6.2007 1] 17 46.24
Phantom stock tranche 4 dated 6.6.2008 35,712 9
Phantom stock tranche 5 dated 6.6.2009 35,712 41
Status at December 31 0 71,424 19,973 32.29
Bernd Kessler?
Phantom stock tranche 1 dated 6.6.2005 -35,712 0 21.67
Phantom stock tranche 2 dated 4.6.2006 -35,712 0 5 n.a
Phantom stock tranche 3 dated 6.6.2007 -35.712 0 17 n.a.
Phantom stock tranche 4 dated 6.6.2008 -35,712 0 29
Phantom stock tranche 5 dated 6.6.2009 -35,712 0 4
Status a1t December 31 -35,712 -142,848 0 68,471 21.67
Reiner Winkler
T T T T Phantom stock tranche 1 dated 6.6.2005 35,712 0 21.67
Phantom stock tranche 2 dated 6.6.2006 35712 5 8.97
Phantom stock tranche 3 dated 6.6.2007 35,712 17 46.24
Phantom stock tranche 4 dated $.6.2008 35,12 29
Phantom stock tranche 5 dated 6.6.2009 35,712 41
Balance at December 31 -35,712 142 848 186,774 32.29
Cumulative balance at December 31 -107,136 -214,272 314,592 450,216 30.17

W Undar the Matching Stock Program, each member of the Board of Management was granted a total of 178,560 shares of phantom stack for 8 period of five years.
Thia stock is to be alloeated In squal annual tranches aver the five-year period 2005 - 2009,
The stock in gach allocatec tranche bacomes exercisable after 3 vesting period of 2 years, Le. between June ¢, 2007 and Jung &, 2911, under the conditions defined
in the Matching Stock Program, This case arose for the first time in 2007, being applicable to the trancha aliocated in 2005, {for more details, see Note 27.3. ta the
conaolidated financial statements),

“ Adjysted to new contractual terms (repricing i dealt with in Note 27.3. to the consolidated financial statements).,
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Other
No loan facilities have been granted by the company to members of the Board of Management,

Provisions established to cover current and projected pension obligations to former members of the Board of
Management

The net present value of the pension obligations has changed as follows:

Pension obligations to former members of the Board of Management

Provisions established to cover current
and projected pension obligations

Former board members At Dec. 31, 2007 At Jan. 1, 2006 "
(figures in €)

Prof. Dr-Ing. Klaﬁs Steffens 1,912,333.00 1,827,367.00
Dz, Michael S{f ] L 897,739.00 854,095.00
Bernd Kesster - 349,819.00 357,344.00
Total 3,159,891.00 3,038,802.00

" 2006 figures adjusted to net present vatue, for comparison.

Supervisory Board compensation

The rules governing Supervisory Board compensation are laid down in the articles of association of MTU Aero
Engines Holding AG.

Pursuant to Section 12 of the articles of association of MTU Aerg Engines Holding AG, members of the Supervisory
Board receive a fixed payment of € 30,000, payable at the end of the financial year; this sum is tripled in the case of
the chairman of the Supervisory Board, and multiplied by one-and-a-half in the case of the deputy chairman. The
chairs of the Audit and Personnel Committees respectively receive a further fixed payment of € 10,000, and the
other members of these committees each receive a fixed payment of € 5,000. Members of the Supervisory Board
receive an attendance fee of € 3,000 for each meeting of the Supervisory Board and its committees, subject to an
upper limit of € 3,000 per day. Expenses incurred in connection with the exercise of their office are reimbursed, as
is the value-added tax payable on the fees.
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The compensation for members of the Supervisory Board is established relative to the size of the company and as a
function of the duties and responsibilities of the respective members. The members of the Supervisory Board
receive a fixed payment for their work, The chairman and deputy chairman of the Supervisory Board receive additional
payments, as do the chairs and members of the Audit Committee and Persennel Committee.

The following compensation was awarded to the individual members of the Supervisory Board in financial year 2007

Total compensation: Supervisory Board

Supervisory Board members

{figures in €) Compensation 2007 * Compensation 2006 "
Johannes P. Huth (éupervisory Board and Personnel Committee

chairman until Dec, 31, 2007)% 123,000.00 120,000.00
Josef Hillreiner (deputy chairman)®® 76,000.0¢ 45,000.00
Louis R. Hughes {Audit Committee chairman) 55,000.00 52,000.00
Harald Flassbeck”r 53,000.00 ~ 50,000.00
DrAng. irgen M. Geinger™ B 53,000.00 47,0000
Babette Frohlich® 56,000.00 53,000.00 .
Klaus Eberhardt (abpointed with effect from April 27, 2007) 37,500.00 Q.00
Giinter Sroka N 48,000.00 B 73,0600.00
Michai_erl(ﬁ;-l;i*#” 7 o 48,000.00 45,000.00
Prof. Dr. Walter Kroll ST 48,000.00 45,000.00
Josef Mailer 48,000.00 45,000.00
Prof. Dr.-Ing, Klaus Steffens 48,000.00 55.099:00
Prof. Dr. Sigmar Wittig (retired with effect from March 31, 2007) 10,500.00 42,000.00
Total 704,000.00 662,000.00

¥ Figures do not inglude foreign tax or value added tax
* personnel Committee member
* Audit Cammittee member

The members of the Supervisory Board do not receive any share-based compensation.
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Report of the Supervisory Board
for the financial year 2007

Klaus Eberhardt

Chairman of the
Supervisory Board

Dear shareholders,

2007 was yet ahother successful business year for MTU Aero Engines Holding AG. The Supervisory Board advised
the Board of Management on the running of the company, regularly oversaw its work, and continually followed
business developments and the situation of MTU. Its members were briefed by the Board of Management in a
regular, timely and exhaustive manner, receiving monthly written reports on the company's earnings, financial
situation, net asset position, and important business transactions. There was no cause for more specific acts of
control, such as the inspection of books and records. In strategy meetings with the Board of Management, the
Supervisory Board discussed all retevant planning issues and, after careful deliberation and examination,
endorsed the outlined strategic orientation for the company. All business activities requiring the approval of the
Supervisory Board under the provisions of the law, the company’s articles of association, or the Board of Man-
agement’s rules of procedure, were closely examined, discussed with the Board of Management, and endorsed.

Meetings of the Supervisory Board

During the financial year 2007, the Supervisory Board adopted resolutions at five ordinary meetings, and
convened for one extraordinary meeting at which resolutions were also adopted. Two conference cafls were held -
ane of which led to the adoption of resolutions - and resolutions were also adopted on two occasions by
written consent in lieu of a meeting. Each member of the Supervisory Board was present at more than half of
the meetings. The chairman of the Supervisory Board was regularly briefed on the company’s current situation,
significant business transactions and impartant pending decisions.



At these meetings, the Supervisory Board thoroughly discussed the business development of MTU and its associat-
ed companies with the Board of Management. The market situation, especially with respect to commercial and mili-
tary engine business, and MTU's position in relation to its competitors, were analyzed. Topics of special interest
were the company's participation in the PWX10 engine program for medium-sized and large business jets, the
powerplants for the Mitsubishi Regional Jet and the Bombardier CSeries family, and the GE38 engine for heavy-ift
helicopters. The Supervisory Board was extensively briefed on all aspects of the TP400-Dé, the engine designed
to power the A40OM military transporter. Other topics discussed by the Supervisory Board at its meetings included
the status of MRO business activities, with particular emphasis on the Hannover site, hedging measures with
respect to the U.S. dollar, compliance issues, the possible intensification of the company’s collaboration with General
Electric in the field of marine and industrial gas turbines, and the manufacture of military spare parts. Further
subjects in which the Superviscry Board took an interest were the Claire technology program and the technical
advantages of the geared turbofan engine as opposed to open rotor types.

Corporate governance

The Supervisory Board maintains the firm belief that good corporate governance is of fundamental importance to
the company’s business success. Far this reascn, the Supervisory Board has closely studied the recommendations
of the relevant corporate governance standards and the way in which they are being implemented. In doing so, it has
also reviewed the efficiency of its own activities. Cooperation between the Supervisory Board and the Board of
Management, and among members of the Supervisory Board, was judged to be of very high quality. There were
no conflicts of interest between MTU and any member of its Board of Management or Supervisery Board. The Super-
visory Board has assured itself that the company has complied with the recommendations laid down in the German
Corporate Governance Code throughout the past year, as stated in its declaration of conformity. In a joint declara-
tion with the Board of Management dated December 14, 2007, pursuant to the requirements of Section 161 of the
German Stock Corporation Act (AktG), the Supervisory Board states that MTU Aero Engines Holding AG fully com-
plies with the recommendations of the German Corporate Governance Code, with two exceptions. The company’s
declaration of conformity is reproduced on page 179 af this Annual Report together with a more detailed description
of the company's corporate governance, the declaration has also been posted on the company’s website.

Committee meetings

By convention, the Supervisory Board has three committees operating under equal terms of reference: the Audit
Committee, the Personnel Committee, and the Mediation Committee - the latter formed to comply with Section 27,
paragraph 3, of the German Codetermination Act - each reporting regularly to the full Supervisory Board on their
work. Pursuant to the recommendations of the German Corporate Governance Code, a Nomination Committee was
created on July 24, 2007. It is the task of this committee, which meets on an ad hoc basis, to identify suitable candi-
dates for election to the Supervisory Board, who will be recommended to the Annual General Meeting by the Super-
visory Board. The members of the Nomination Committee are Johannes P. Huth (until December 31, 2007), Klaus
Eberhardt (since January 1, 2008) and Jiirgen M. GeiBinger. The Nomination Committee was not called upon to
convene during the financial year 2007, nor was the Mediation Committee, which has the same compaosition as the
Personnel Committee.
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The Personnel Committee consists of Johannes P. Huth (until December 31, 2007}, Klaus Eberhardt (since January 1,
2008), Jirgen M. GeiBinger and the two workforce representatives Josef Hillreiner and Harald Flassbeck. In 2007,
the Personnel Committee held five meetings and two conference calls in which it dealt with matters concerning
the members of the Board of Management, including preparations for the appointment of the new Chief Executive
Officer Egon Behle and the new President and CEQO Commercial Maintenance Dr. Stefan Weingartner. A further item
on the agenda was the results of the Supervisory Board's efficiency audit.

The members of the Audit Committee are Louis R. Hughes, Babette Frohlich, Josef Hillreiner and Johannes P. Huth
{until December 31, 2007} and Klaus Eberhardt {since January 1, 2008). The Audit Committee met twice in 2007,
primarily to review the annual financial statements of MTU Aero Engines Holding AG, as well as the MTU consolidat-
ed financial statements and group management report. To aid the committee members in this task, they and all
other staff working for the Supervisory Board were supplied with copies of the reports prepared by Delpitie &
Touche concerning the auditing of the annual and consolidated financial statements, the management report and
the group management report. These documents were thoroughly reviewed in the presence of the auditor. In con-
clusion, the committee recommended that the Supervisory Board should adopt the financial statements, approve
the management reports and consent to the Board of Management's profit distribution proposal.

Other subjects discussed at length by the Audit Committee included the consolidated financial statements for MTU
Aero Engines investment GmbH, the quarterly financial statements, the continued devetopment of the risk manage-
ment system, arid the work of the internal auditing team. The committee afso specified the key areas for audit in the
2007 financial statements, drafted terms for the engagement of the services of the accounting firm Deloitte &
Touche, and recommended that the Supervisory Board should award the contract as proposed.

Approval of the annual financial statements and the consolidated financial statements; adoption of the annual
financial statements

MTU Aero Engines Holding AG’s annua! financial statements, consolidated financial statements, management report
and group management report for the 2007 financial year were audited and fully certified by the accounting firm
Deloitte & Touche, Munich, whose engagement had been confirmed at the Annual General Meeting. The audit
reports and documents to be reviewed were submitted in a timety manner to all members of the Supervisory Board.
The Supervisory Board thoroughly reviewed the annual financial statements, conselidated financial statements,
management report and group management report of MTU Aero Engines Holding AG for 2007 and the Board of
Management's profit distribution proposal on the basis of the preliminary audit by the Audit Committee, on which
the chair of the Audit Committee had presented a full report to the Supervisory Board. The auditor attended the
Audit Committee meeting on March 6, 2008 and the Supervisory Board's balance sheet meeting on March 12,
2008, and presented the main findings of the audit. The Supervisory Board raised no objections after reviewing the
annual financial statements, consolidated financial statements, management report, group management report and
the Board of Management's profit distribution proposal. The annual financial statements and consolidated financial
statements for the 2007 financial year as submitted by the Board of Management were approved at the Supervisory
Board meeting on March 12, 2008. The annual financiat statements were thereby adopted. The Supervisory Board
agreed to the Board of Management's profit distribution propesal, after due consideration was given to the interests
of the company and its shareholders. At its meeting on March 12, 2008, the Supervisory Board took note that the
company had not entered into any change-of-control agreements,




Boardroom changes

At the Annual General Meeting on April 27, 2007, Klaus Eberhardt was newly appointed to the Supervisory Board.
The CEQ of Rheinmetall AG, Diisseldorf, succeeds Professor Dr. Sigmar Wittig, who gave up his seat on the Supervi-
sory Board with effect from March 31, 2007, The Supervisory Board would like to thank Professor Dr. Wittig for his
dedicated and highly competent work.

On January 1, 2008, Klaus Eberhardt became the new chairman of the Supervisory Board, replacing Johannes P.
Huth who stepped down from this office on December 31, 2007. The Supervisory Board would like to express its
thanks and those of the Board of Management to Mr. Huth for his exceptional commitment and untiring work which
have facilitated MTU's transformation from a group subsidiary into an independent, publicly quoted engine manufac-
turer, Under a decision by the Munich district court on February 1, 2008, Udo Stark was appointed to the Supervisory
Board as the successor to Johannes P. Huth, who retired from the Supervisory Board on January 31, 2008.

Another major change toock place among the company's senior executives at the transition from 2007 to 2008,
when Egon Behle, formerly CEQ of ZF Lenksysteme GmbH, took over the chair of MTU's Board of Management from
Udo Stark. In March 2007 Mr. Stark had announced that, now that he was approaching 60, he would not be presenting
his contract for renewal when it expired at the end of the year. The Supervisory Board extends its thanks to Mr. Stark
for his exceptional cammitment over the past years, through which he has laid the foundations for the future
successful development of MTU. At its meeting on July 24, 2007, the Supervisory Board appointed Egon Behle as
the new chairman of the Board of Management for a term of office of three years starting January 1, 2008.

On October 18, 2007, Dr. Stefan Weingartner was appointed as a member of the company's Board of Management
for a three-year term of office with effect from November 1, 2007. He has taken over the duties of President and
CEO Commercial Maintenance from Bernd Kessler, who has retired from the Board of Management. The Supervisory
Board wishes to thank him for his successful efforts over the past years to set the commercial MRO business on the
road to growth.

The Supervisory Board would like to thank the MTU Board of Management and all of the company's employees for
their highly committed work and the successful results they have achieved in 2007. Thanks are also extended to the
works council for its constructive cooperation and, last but not least, all the shareholders who have placed their
trust in MTU over the past business year.

W @am

Munich, March 12, 2008
Klaus Eberhardt
Chairman of the Supervisory Board
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The Supervisory Board

The Supervisory Board

Johannes P. Huth
{until january 31, 2008)

Chairman of the Supervisory Board
(until December 31, 2007)
Member of Kohiberg Kravis
Roberts & Co. Ltd., London

Additional supervisory board mandates
and/or mandates on comparable
supervisory entities of foreign or
domestic commercial companies

A.T.U, Auto-Teile-Unger Holding GmbH
Deutsche Gesellschaft fiir
Kunststoff-Recycling mbH

Der Griine Punkt -

Duales System Deutschland GmbH
KION Holding 1 GmbH

NXP BV

Pro7Sat 1 Media AG

Zumtobel AG

Klaus Eberhardt (since April 27, 2007)

Chairman of the Supervisory Board
{since fanuary 1, 2008)
CEC of Rheinmetall AG, Diisseldorf

Dietrich Walzholz Familienstiftung
Eckart Walzholz-Junius Familienstiftung
Kolbenschmidt Pierburg AG
Nitrochemie AG

Nitrochemie Wimmis AG

Qerlikon Contraves AG

Josef Hillreiner

Deputy Chairman of the Supervisory Board
(since January 1, 20607)

Chairman of the Group Works Councif

of MTU Aero Engines GmbH, Munich
Chairman of the Works Council of

MTU Aero Engines GmbH, Munich

Harald Flassbeck

Senior Union Representative, I1G Metall,
Munich

EADS Deutschland GmbH
MAN Nutzfahrzeuge AG

Babette Frohlich

Departmental head within the IG Metall
Executive Committee, Frankfurt

KION Group GmbH
KION Holding 1 GmbH
Volkswagen AG

Dr.-Ing. Jiirgen M. GeiBinger

President and CEQ of INA-Holding
Schaeffler KG, Herzogenaurach

Louis R. Hughes

Chief Executive Officer of GBS
Laboratories, LLC., Herndon, Virginia

ABB Ltd,

AB Electrolux

Akzo Nobel N.V.
Maxager Technology
Sulzer AG

Michael Keller

Senior Vice President Rotor/Stator
and Production Services of
MTU Aero Engines GmbH, Munich

Prof. Dr, Walter Kroll
Former President of the
Helmhaltz Association of
German Research Centres,
Bonn

Wincor Nixdorf AG



Josef Mailer

Full-time member of the Works Council of
MTU Aero Engines GmbH, Munich
Member of the Group Works Council of
MTU Aero Engines GmbH, Munich

Glnter Sroka

Former Chairman iof the Group Works
Council of MTU Aero Engines GmbH,
Munich

Udo Stark
Former CEC of
MTU Aero Engines Holding AG, Munich

Biffinger Berger AG
Cognis GmbH
Prysmian S.p.A.
Oystar Holding GmbH

Prof. Dr.-Ing. Klaus Steffens
Former President and CEO of
MTU Aero Engines GmbH, Munich

CompuGroup Holding AG
Tyczka Energie GmbH & Co. KGaA

Prof. Dr. Sigmar Wittig
{until March 31, 2007}

Former Chairman of the Executive Board
of the German Aerospace Center {DLR),
Cologne

MAN Turbo AG

Supervisory Board committees

Personnel Committee

Johannes P. Huth, Chairman

{until December 31, 2007)

Klaus Eberhardt, Chairman

{since January 1, 2008}

Harald Flassbeck

Dr.-Ing. Jiirgen M. GeiBinger

losef Hilireiner (since January 1, 2007}

Audit Committee

Louis R. Hughes, Chairman

Klaus Eberhardt {since January 1, 2008)
Babette Frohlich

Josef Hillreiner (since January 1, 2007)
Johannes P. Huth

{until December 31, 2007)

Mediation Committee

Johannes P. Huth, Chairman

{until December 31, 2007)

Klaus Eberhardt, Chairman

(since January 1, 2008)

Harald Flassbeck

Dr.-Ing. Jiirgen M. Geifiinger

Josef Hillreiner (since January 1, 2007)

Nomination Committee

Johannes P. Huth

{until December 31, 2007}

Klaus Eberhardt {since January 1, 2008)
Dr.-Ing. Jirgen M. GeiBlinger
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Glossary of engine terms

ACARE 2020

The Advisory Council for Aeronautical Research in Europe (ACARE) is composed of 39 members, including represen-
tatives of the EU member states, EURQCONTROL, the European Commission, and stakeholders in the European
aerospace industry. In its Strategic Research Agenda, published in 2002, ACARE set out the goals it hopes to see
achieved by 2020: aircraft should consume 50 % less fuel, emit 50 % less CQO, and 80 % less NOy, and their perceived
noise levet shoutd be reduced by half, For engine manufacturers this means that engines for the next generation of
aireraft must cut fuel consumption by about 10 %; their successors must then reach a target of 20% by 2020.

Afterburner

Military jet engines, in particular those designed for supersonic fighter aircraft, are equipped with an afterburner
located downstream of the turbine. The afterburner can make almost double the amount of thrust avaifable for
take-off, ascent or supersonic flight.

Bauhaus Luftfahrt

Bauhaus Luftfahrt focuses on the future of aviation. Based in Garching near Munich, this think-tank performs
visionary basic research and project work. It was founded in November 2005 by EADS, Liebherr-Aerospace and
MTU Aero Engines together with the Free State of Bavaria.

Claire

Clean Air Engine (Claire] is a technology program jointly developed by MTU and Bauhaus Luftfahrt which aims to
significantly reduce the carbon dioxide output of aircraft engines. The goal is to achieve a 30 % reduction by 2035.
All key components of the Claire program have already been tested or demonstrated proof of principle, and fulfill all
expectations concerning energy efficiency and economic viability.

Clean

As part of the EU's 5th Framework Programme a new, greener engine concept was tested under the leadership
of MTU. The resulting engine demenstrator Clean (Companent validator for environmentally friendiy aero engine} is
based on geared turbofan technology combined with a heat exchanger, and achieves a significant reduction in fue!
consumption and noise emissions.

Combustor

A combustor or combustion chamber consists of an outer casing and a flame tube or ‘can’ in which the actual com-
bustion takes place. Inside, the compressed air flowing into the chamber is mixed with fuel, which is then ignited
and burns at a temperature of over 2000 degrees Celsius. Due to the high temperatures involved, combustors
require special thermal barrier coatings.

Compressor

The task of the compressor is to ingest air and compress it before it is fed into the combustor. Compressors consist
of bladed disks {rotors) that rotate at very high speed between stationary guide vanes (stators). In order to achieve a
compressien ratio of over 40 1, which is standard in ail modern two-shaft engines, it is necessary to use multi-stage
low-pressure and high-pressure compressars rotating at different speeds on dual concentric shafts. These are
driven by the corresponding turbines.



Crisp

Crisp (Counter Rotating Integrated Shrouded Propfan) was a technology program set up by MTU in the mid-1980s
together with the German Aerospace Center (DLR) and several other institutes. This engine concept, which was
proven feasible at the time, was based on a counter-rotating fan with adjustable blades. it would have saved a
considerable amount of fuel, especially on long-haul flights, but was not carried through to production maturity due
to the low fue! prices of that pericd.

DECMU

DECMU stands for Digital Engine Control and Monitoring Unit and is a full-authority engine subsystem. There are
normally two separate units for engine control and monitaring, but DECMU integrates both functions in a single unit.
Fan !

The extremely large first rotor of the low-pressure compressar is called the fan. It accelerates the bypass stream
flowing aftward and provides the engine’s main thrust. It is driven by the low-pressure turbine via the low-pressure
shaft.

Geared turbofan

Geared turbofan engines consume far less fuel and generate significantly less noise than today's engine types. They
therefore have every chance of becoming the standard type for use in future short- and medium-haul aircraft.
Normelly, an engine’s fan, low-pressure compressor and low-pressure turbine are all rigidly connected to one shaft.
In contrast, the geared fan is 'decoupled’ from the low-pressure section by means of a reduction gear unit. This
enables the low-pressure turbine and the low-pressure compressor to run at their optimum high speeds, while the
fan rotates at a much lower speed (in a ratio of approx. 3: 1). This results in significantly improved overall engine
efficiency and greatly reduced ngise levels.

Heat exchanger

A heat exchanger consists of a series of connected tubes with one fluid medium flowing inside the tubes — airin the
case of aircraft engines — and a second fluid medium at a different temperature flowing along the outside of the
tubes, causing energy to be transferred from the hotter medium to the cocler cne. Future engines might possibly
use such heat exchangers to recycle the residual energy contained in the exhaust gas stream, feeding it back into
the compressed air upstream of the combustor. This would significantly increase the engine’s efficiency. This
method is alreadj being used in gas turbines, particularly in power generation plants.

Industrial gas turbines

The operating principle of an industrial gas turbine is essentially the same as that of an aero engine. However, in-
stead of the customary low-pressure turbine used in aircraft, industrial gas turbines have a so-called power turbine.
This turbine delivers the necessary power, ither directly or via a gear unit, to an additional attached power unit such
as a pump or generator. Nearly all industrial gas turbines of the lower and intermediate power classes are aero-
engine derivatives.
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Intermediate-pressure turbine
In addition to the usual high-pressure and low-pressure turbines, three-shaft engines have a third, intermediate-
pressure turbine which drives the intermediate-pressure compressor.

MRO business

MRO stands for maintenance, repair and overhaul. At MTU, the term “MRO business” is also used more specificatly
to designate one of the company's two business segments, where it refers to maintenance services for commercial
engines, or commercial MRO.

NEWAC

The EU recently launched a new technology program called NEWAC (New Aero Engine Core Congepts) under the
leadership of MTU. The aim is to design a new core engine for use in future aircraft engines. Specific development
tasks have been allocated to each of the main partners in the program, who include the major European engine
manufacturers. MTU, for its part, is testing new ways of actively controlling a high-pressure compressor in flight.

NGSA
NGSA stands for ‘next-generation single-aisle’. Examples of such aircraft include the successors to the Airbus A320
family and the Boeing 737.

OEM business

In the aviation industry, OEM stands for original engine manufacturer. At MTU, the term “OEM business” is used to
designate one of the company’s two business segments, where it refers to the development, manufacture and
assembly of (new) commercial and military engines. Spare parts for {in-service) commercial and military engines
and maintenance services for military engines are also included in this business segment.

Propfan, counter-rotating

Unlike single-stage propfans, the counter-rotating propfan has two tan stages that rotate in opposite directions. This
makes it much more efficient than its single-stage counterpart. The Crisp technology demonstrator developed by
MTU in the 1980s already featured this counter-rotating design.

Risk- and revenue-sharing partnership

In a risk- and revenue-sharing partnership, each partner contributes a certain share of the resources needed for a
specific engine program {work capacity and funding), thus carrying part of the risk. in return, each partner is entitled
to a corresponding percentage of the overall sales revenue from that program.

Subsystem
A complete aircraft engine is made up of a number of subsystems. These include the high-pressure and low-
pressure compressors, the combustor, the high-pressure and low-pressure turbines and the engine contro! system.

Thrust class

Jet engines are generally grouped into three thrust classes: engines with a thrust of between 2,500 and around
20,000 pounds, engines with a thrust of between 20,000 and approximately 50,000 pounds, and engines with a
thrust ranging from 50,000 to mare than 100,000 pounds, Although the official unit of force used to measure thrust
is the kilonewton (kN), the English unit ‘pound’ is still widely used in this cantext by the international engineering
community. The abbreviation for ‘pound’ when used as a unit of force is {b.




Turbine

In a turbine, the energy contained in the gases emerging at high pressure and velocity from the combustor is
converted into mechanical energy. Like the compressor, the turbine is subdivided into a high-pressure and a low-
pressure section, each of which is directly connected to the corresponding compressor via the respective shaft. The
turbine has to withstand much higher stresses than the compressor, as it has to deal not only with the high gas
temperatures but also with the extreme centrifugal forces of several tons acting on the outer rim of its disks.

Turbine center frame

The turbine center frame connects the high-pressure turbine to the low-pressure turbine, it has to be able to with-
stand the high mechanical and thermal loads. The center frame includes struts to support the shaft bearings, ctad
with an aeradynamic fairing, and the necessary air and oil supply lines.

Turbofan engine

The turbofan is a decisive advancement of the turbojet principle, the main difference being its enlarged first com-
pressor stage, known as the fan. While in turbojet engines, all of the ingested air flows consecutively through the
comgpressor, the combustor and the turbine, turbofans separate the air stream behind the fan. A fraction of the air
reaches the combustor via a number of further compressor stages and is burned. The rest, however — which consti-
tutes a much larger fraction - is channeted around the inner components. The ratio between these two airflows is
known as the bypass ratio. tn modern commerciat engines, this ratio can be as high as 10: 1. The greater the bypass
ratio, the more ecenomical, environmentally compatible and silent the engine. Turbofans are far more fuel-efficient
than turbojets,

Turbojet engine

All first-generation engines work according ta the turbojet principle; Air is ingested into the compressor, where it is
compressed by the blades. Subsequently, it is channeled into the combustar, where fuel is injected and the mixture
is burnt, The hot gases expand explosively and stream into the turbine at high velocity. The turbine consists of
several turbine rotors with a multitude of blades that are forced to turn by the exhaust gas stream. The turbine
drives the compressor via a shaft, and the combustion gases leave the jet nozzle. Because of their low efficiency
and the large amount of noise they generate, turbojet engines are no longer produced today.

Turboprop engine

The most noticeable external feature of a turboprop is its propeller. Inside, however, the engine differs only slightly
from the turbojet and the turbofan, The turbine is larger, and drives not only the compressor but alsa the propeller,
the latter via a gear unit to reduce the speed of rotation. Consequently, more energy has to be drawn from the ex-
haust gas stream in the turbine of a turboprop than in that of other engine types, Over 90% of the energy is required
for the compressor and the propeller. Turboprap airplanes can only achieve flight speeds of up to BOO km/h and are
thus slower than turbojets or turbofans, but they do have the advantage of consuming far less fuel. This predestines
them for use in roles where speed is less impartant, such as on short-haul routes or for air freight.

Turboshaft engine

Turboshaft engines are used in helicopters and are similar to turboprops but, because the drive shaft cannot be
connected in a straight line to the rotor, it is connected instead to a transmission system (gearbox), which converis
the generated thrust into the rotational motion of the rotor.
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Overview of Engines

Type

Description

Application

Commercial Eﬁgines

PWA4DC0Growth Two-spool turbofan engine Engine for the Boeing 777
! in the 340 - 440 kN thrust range
GP7000 Two-spool turbofan engine €Engine for the Airbus A380
in the 315 ~ 380 kN thrust range
CF6 Two-spool turbofan engine Engine for the Airbus A300,
in the 180 - 320 kN thrust range A310, and A330, the Boeing 747
and 767, the DC-10, and MD-11
PW2000 Two-spool urbefan engine Engine for the Boeing 757 and
: in the 170 - 190 kN thrust range Boeing G-17
Y2500 ! Two-spool turbofan engine Engine for the Airbus A319,
ins the 100 - 150 kN thrust range A320, A321 and the Boeing MD-90
PWs000 Two-spool turbofan engine Engine for the Airbus A318
in the 98 — 106 ki thrust range
JTBD-200 Two-spool turbafan engine Engine for the
' in the 90 - 100 kN thrust range Boeing MD-80 series
PW300 Two-spoel turbofan engine Engine for medium-weight
_ in the 18 - 30 kN thrust range business and regional jets
PW500 Two-spool turbofan engine Engine for light and medium-

in the 13 - 20 kN thrust range

weight business jets

Military Engines

FAQ4 /F414 Two-spool turbofan engine Engine for the Boeing F/A-18 Homet
I in the 80 - 97 kN thrust range amongst others
EJ200 I Two-spool turbefan engine with Engine for the Eurofighter/
afterburner in the 90 kN thrust class Tyghoon
RB199 Three-spool turbofan engine with Engine for the Panavia Tornado
afterburner and thrust reverser in
, the 70 - BO kN thrust range
179 ' Single-shaft turbojet engine with after- Engine for the F-4 Phantom
burner in the 70 - BO kN thrust range
LarzacO4 Two-spool turbofan engine in Engine for the Alpha let
the 14 kN thrust class
TPAQO-DS , Three-spool engine with a power Engine for the Airbus A400M
output of 8,000 kW
Tyne ' Turboprop engine in the Engine for the Breguet Atlantic
3,955 kW power range and Transall C160
T64 Turboshaft engine with free power turbine Engine for the

in the 3,000 kW power class

Sikorsky CH-53G helicopter

MTR3%0/MTR390 Enhanced
1

Turboshaft engine with free power turbine

in the 950 k'W power class

Engine for the Eurocopter
Tiger helicopter

RR250-C20

Turboshaft engine with free power turbine

in the 310 - 340 kW power range

Engine for the helicopters PAHT,
Bo 105, and athers

Industrial Gas Turbines

LM&000

Derivative of the CF6-80 aere engine
Power class up to 44,000 kW

Electrical power stations

LM5000 Derivative of the CF6-50 aero engine Electrical power stations, mechanical power
Power class up to 34,000 kW systems, ofl and gas industry
LM2500,/LM2500+ Derivative of the CF6-6 aero engine Electrical power stations, mechanical power systems,
' Power class 22,000 to 30,500 kW oil and gas industry, power systems for ships
ASE/TF 40/50 Power class up to 4,100 kW Electrical power systems, power systems for ships,

mechanical power systems, generator sets
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FERINO, Petra

T ™
Von: newsroom@dgap.de e C
Gesendet: Donnerstag, 21. Februar 2008 14:32 L AT SN
An: FERINO, Petra e
Betreff: Bestaetigung ueber die Verdffentlichung einer Kapitalmarktmitteilung geméif&i} 26 WpHG, § 21
WpHG Abs. 1

EquityStory AG °°u

DHLINE INVESTOR RCLATIONT

Bestitigung lUber die Vertéffentlichung einer Kapitalmarktmitteilung fiir Emittent:

MTU Aero Engines Holding AG

Sehr geehrte Damen und Herren,

der oben genannte Emittent hat soeben dber unser System die Veréffentlichung
'Stimmrechtsmitteilung’ vorgenommen.

Die Mitteilung wurde an die BaFin und das Unternehmensregister Obermitteit,
Mit freundlichen GriiBen

IThr DGAP-Newsroom-Team

Anlagen:
Mitteilung (Deutsch)

Verbreitungsnetzwerk

Mitteilung

DGAP Stimmrechtsmitteifung: MTU Aero Engines Holding AG
verbffentlichung elner Mitteilung nach § 21 Abs. 1 WpHG (Aktie)

MTU Aero Engines Holding AG: Verdffentlichung geman § 26 Abs. 1 WpHG mit dem Ziel
der europaweiten Verbreitung

21.02.2008

Veréffentlichung einer Stimmrechtsmitteilung tibermittelt durch die DGAP - ein Unternehmen der
EquityStory AG,

Fir den Inhalt der Mitteilung ist der Emittent verantwortlich.

Die Barclays Global Investors UK Holdings Limited, London, England, hat uns mit Schreiben vom
19, Februar 2008 folgendes mitgeteilt:

Notification of voting rights in the name and on behalf of Barclays Global Investers UK Holdings
Limited

21.02.2008



DGiLIdYb VLG LHIVEILUED UM I'IUIUIIIgb Linecud, LIV, LiHTylalid, CALLDLAULW LHG J /0 LT Coliviig U o
21 para. 1 WpHG on 15 February 2008 and held 3.04% of the voting rights {i.e. 1,672,412 shares
with voting rights} in MTU AERO ENGINES HOLDING AG.

Barclays Global Investors UK Holdings Limited was attributed these 3.04% of the voting rights in
MTU AERQ ENGINES HOLDING AG pursuant to § 22 para. 1 sent. 1 no. 6 WpHG in connection
with § 22 para. 1 sent. 2 WpHG.

Ende der Stimnjrechtsmitteilung DGAP Meldepflichten-Service
Sprache: Deutsch
Emittent: ‘ MTU Aero Engines Holding AG

| Dachauer StraBe 565
‘} 80995 Miinchen
Deutschland
Internet: ‘ www.mtu.de

Ende der Mitteilzung DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG.
Die EquityStory AG haftet nicht bei Fehlern oder Stérungen im Dienstbetrieb, bei
Lieferschwierigkeiten oder bei inhaltlichen oder textlichen Fehlern. Im dbrigen gelten unsere AGB.
Wenn Sie die Inhalte der Dienste DGAP mbH weitergeben, speichern oder gewerblich nutzen
machten, wenden Sie sich bitte an unseren Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Ende der Mitteilung

DGAP Meldepf!i‘chten-Service
DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehlern oder St&rungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern. Im tbrigen gelten unsere AGB, Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen mochten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.
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FERINO, Petra

Von: newsroom@dgap.de e T

Gesendet: Montag, 3. Marz 2008 13:25 NN SR

An: FERINO, Petra o ‘

Betreff: efséagt‘?gn% ueber die Verdffentlichung einer Kapitalmarktmitteiluﬁg geméif!.§ 26 WpHG, § 21
p s.

EquityStory AG DGV

Bestatigung lber die Verdffentlichung einer Kapitalmarktmitteilung fiir Emittent:
MTU Aero Engines Holding AG

Sehr gechrte Damen und Herren,

der oben genannte Emittent hat soeben (ber unser System die Veréffentlichung
'Stimmrechtsmitteilung' vorgenommen.

Die Mitteilung wurde an die BaFin und das Unternehmensregister Gbermittelt.
Mit freundlichen Griifen

Thr DGAP-Newsroom-Team

Anlagen:
Mitteilung_(Deutsch)

Verbreitungsnetzwerk

Mitteilung

DGAP Stimmrechtsmitteilung: MTU Aero Engines Holding AG
Veréffentlichung einer Mitteilung nach § 21 Abs. 1 WpHG (Aktie)

MTU Aero Engines Holding AG: Verdffentlichung gemaB § 26 Abs. 1 WpHG mit dem Ziel
der europaweiten Verbreitung

03.03.2008

Verdffentlichung einer Stimmrechtsmitteilung Gbermittelt durch die DGAP - ein Unternehmen der
EquityStory AG.

FOr den Inhalt der Mitteilung ist der Emittent verantwortlich.

1. Die Egerten Capital Limited Partnership, London, GroBbritannien, hat uns am 28. Februar 2008
folgendes mitgeteilt:

Wir, Egerton Capital Limited Partnership, der Investment Manager, teilen hiermit gemafB § 21

Abs. 1 WpHG mit, dass wir am 29, Januar 2008 die Schwelle von 3% der Stimmrechte an der
MTU Aero Engines Holding AG, Dachauer Strasse 665, 80995 Miinchen, dberschritten haben und

03.03.2008
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Die Stimmrechte sind dem Investment Manager gemaB § 22 Abs. 1 5. 1 Nr, 6 L.V.m. Satz 2
WpHG zuzurechnen.

2. Die Egerton Capital Limited, London, Grofibritannien, hat uns am 28. Februar 2008 folgendes
mitgeteilt:

Wir, Egerton Capital Limited, General Partner des Investment Managers Egerton Capital Limited
Partnership, teillen hiermit gemaB § 21 Abs. 1 WpHG mit, dass wir am 29, Januar 2008 die
Schwelle von 3% der Stimmrechte an der MTU Aero Engines Holding AG, Dachauer Strasse 665,
80995 Milnchen, iiberschritten haben und zu diesem Stichtag 3,22% (entspricht 1.768.508
Stimmrechte) der Stimmrechte halten.

Die Stimmrechte sind dem General Partner gemdB § 22 Abs. 1 Satz 1 Nr. 6 i.V.m. Satz 2 WpHG
zuzurechnen.

3. Mr William Bollinger, GroBbritannien, hat uns am 28. Februar 2008 folgendes mitgeteill:

Ich, William Bollinger, teile hiermit gemaB § 21 Abs. 1 WpHG mit, dass ich am 29. Januar 2008
die Schwelle von 3% der Stimmrechte an der MTU Aero Engines Holding AG, Dachauer Strasse
665, 80995 Miinchen, Gberschritten habe und zu diesem Stichtag 3,22% (entspricht 1.768.508
stimmrechte) der Stimmrechte halte.

Die Stimmrechte sind mir gem4B § 22 Abs. 1 Satz 1 Nr. 6 i.V.m. Satz 2 WpHG zuzurechnen.

4. Mr John Armitage, GroBbritannien, hat uns am 28. Februar 2008 folgendes mitgeteilt:

Ich, John Armitage, teile hiermit gemas § 21 Abs. 1 WpHG mit, dass ich am 29, Januar 2008 die
Schwelle von 3% der Stimmrechte an der MTU Aero Engines Holding AG, Dachauer Strasse 665,
80995 Minchen, Gberschritten habe und zu diesem Stichtag 3,22% {entspricht 1.768,508
Stimmrechte) der Stimmrechte halte.

Die Stimmrechte sind mir gemaB § 22 Abs. 1 Satz 1 Nr. 6i.v.m. Satz 2 WpHG zuzurechnen,

Ende der Stimmrechtsmitteilung DGAP Meldepflichten-5Service
Sprache: ‘ Deutsch
Emittent: : MTU Aero Engines Holding AG

Dachauer Strafle 665

80995 Minchen

Deutschiand
Internet; www.mtu.de

Ende der Mitteilung DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG.

Die EquityStory AG haftet nicht bel Fehlern eder Stérungen im Dienstbetrieb, bei
Lieferschwierigkeiten oder bei inhaltlichen oder textlichen Fehlern. Im iibrigen gelten unsere AGB.
Wenn Sie die Inhalte der Dienste DGAP mbH weitergeben, speichern oder gewerblich nutzen
mdchten, wenden Sie sich bitte an unseren Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Ende der Mitteilung

DGAP Meldepflichten-Service

DGAP Maldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehlern oder Stérungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern, Im (brigen gelten unsere AGB. Wenn Sie die Inbalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen mochten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Verbreitungsnetzwerk: TUG-Garantie

03.03.2008
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Von: newsroom{@dgap.de PR
Gesendet: Donnerstag, 13. Marz 2008 17:32 Proocipoae 4o tow”
An: FERINO, Petra

—pa -

Betreff:  Bestatigunglber die Veroffentlichung einer Directors-DeaIinéé-i\diiteil(mg P

EquityStory.AG DG“

SHULINE INVEZTOR RELATIONS

Bestitigung iiber die Veroffentiichung einer Directors-Dealings-Mitteilung fir Emittent:
MTU Aero Engines Holding AG

Sehr geehrte Damen und Herren,

der oben genannte Emittent hat soeben (ber unser Systern die Veréffentlichung 'Directors-
Dealings-Mitteilung’ vorgenommen.

Die Mitteilung wurde an die BaFin und das Unternehmensregister ibermittelt.
Mit freundlichen GriiBen

Thr DGAP-Newsroom-Team

Aniagen:

Mitteilung {Deutsch)

Ll

Mitteilung_(Englisch)

Verbreitungsnetzwerk

Mitteilung

Mitteilung Ober Geschdfte von Flihrungspersonen nach §15a WpHG

Directors'-Dealings-Mitteilung dbermittelt durch die DGAP.
Fir den Inhalt der Mitteilung ist der Mitteilungspflichtige verantwortlich.

Angaben zum Mitteilungspflichtigen
Name: Martens’

Vorname: Dr. Rainer

Firma: MTU Aerp Engines Holding AG

Funktion: Geschaftsfihrendes Organ

13.03.2008



ARgaben Zum mittenungspiicnugen Lestndil

Bezeichnung des Finanzinstruments: MTU Aero Engines Holding AG Namens-Aktien o.N.
ISIN/WKN des Finanzinstruments: DEQOCAQDIPTO

Geschéftsart: Kauf

Datum: 13.03.2008

Kurs/Preis: 26,38

Wadhrung: EUR

Stiickzahl: 600,00

Gesamtvolumen: 15828,00

Ort: Stuttgart

Angaben zum verdffentlichungspflichtigen Unternehmen

Emittent: MTU Aero Engines Holding AG
Dachauer Strafie 665

8099 5 Minchen

Deutschland

ISIN: DEOOOAODSPTO

WKN: AQDOPT

Ende der Directors' Dealings-Mitteilung (c) DGAP 13.03.2008

Finanznachrichten Gbermittelt durch die DGAP
1D 5503

Ende der Mitteilung

DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG, Die
EquityStory AG haftet nicht bei Fehlern oder Stérungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern. Im Gbrigen gelten unsere AGB. Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen mdéchten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Announcement

Notification concerning transactions by persons performing managerial
responsibilities pursuant to section 15a of the WpHG

Directors’ Dealings notification transmitted by DGAP - a company of EquityStory AG.
The person with duty of notification is solely responsible for the content of this announcement.

Details of the person subject to the disclosure requirement
Last name: Martens

First name: Dr. Rainer

Company: MTU Aero Engines Holding AG

Position: Member of a managing body
Information about the transaction with duty of notification

Description of the financial instrument: MTU Aero Engines Holding AG Ordinary Shares
ISIN/WKN of the financial instrument: DEQQOAOGDIPTO

Type of transaction: Purchase

Date: 13.03.2008

Price: 26.38 -

Currency: EUR

No. of items: 600.00< br>Total amount traded: 15828.00

Place: Stuttgart

13.03.2008



Information about the company with duty of publication

Issuer: MTU Aero Engines Holding AG
Dachauer Strafie 665

80995 Mlnchen

Deutschland !

ISIN: DEDOOADDYPTO

WKN: AQDSPT

End of Directors’ Dealings Notification (¢) DGAP 13.03.2008

Financial News transmitted by DGAP
1D 5503

End of news

DGAP regulatery service

DGAP regualtory service is a service of DGAP mbH a company of EquityStory AG. EquityStory AG is not
liable for inaccuracies or delays in contents or any system failures. EquityStory AG 's Standard Terms and
Conditions apply. If you want to pass on, save or use the contents of DGAP mbH ‘s services commercially,
please contact our news distribution at ph: +49(0)}89 210298-33.

Verbreitungsnetzwerk: TUG-Garantie

Diese Mitteilung wurde folgenden Medien zugeleitet

Elektronische Verbreitungssysteme:

Verbreitungssystem Einspeisung
——ay Bloomberg 13.03.2008 17:28
soumas y Reuters 13.03.2008 17:28
vwd: vwd 13.03.2008 17:28

Auswahl aus dem deutschen Medienhiindel:

Medium Zuleitung
s Dow Jones 13.03.2008 17:28
«0a  dpa-afx 13.03.2008 17:28
“i#  dgap.de 13.03.2008 17:28
=3 FID 13.03.2008 17:28
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FERINO, Petra

‘ D A A
Von: newsroom@dgap.de ; ' -
Gesendet: Montag, 17. Méarz 2008 17:01 IR S
An: FERINO, Petra

s f
.

Betreff: Bestitigunglber die Veréffentlichung einer Directors—DeaIings-MitteiIunQ sy

EquityStory.AG DGQ’

GHLINE M S8 BELATIONS

Bestiitigung iiber die Ver&ffentlichung einer Directors-Dealings-Mitteilung fur Emittent:
MTU Aero Engines Holding AG

Sehr geehrte Damen und Herren,

der oben genannte Emittent hat soeben Gber unser System die Verdffentlichung 'Directors-
Dealings-Mitteilung' vorgenommen,

Die Mitteilung wurde an die BaFin und das Unternehmensregister Obermittelt.
Mit freundlichen GriiBen

Ihr DGAP-Newsrgom-Team

Anlagen:
Mittetung_(Deutsch)
Mitteilung_(Englisch)

Verbreitungsnetzwerk

Mitteilung

Mitteilung (iber Geschéfte von Flhrungspersonen nach §15a WpHG

Directors'-Dealings-Mitteilung Gbermittelt durch die DGAP.
Fiur den Inhalt dér Mittellung Ist der Mittellungspflichtige verantwortlich.

Angaben zum Mitteilungspflichtigen
Name: Behle

Vorname: Egon Wilhelm

Firma: MTU Aero Engines Holding AG

Funktion: Geschéftsfilhrendes Organ

18.03.2008
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Bezeichnung des Finanzinstruments: MTU Aero Engines Holding AG Namens-Aktien o.N.
ISIN/WKN des Finanzinstruments: DEOOGACDSPTO

Geschaftsart: Kauf

Datum: 14.03.2008

Kurs/Preis: 25,897631

wéhrung: EUR

Stickzahi: 9000,60

Gesamtvolumen: 233078,68

Ort: XETRA

Angaben zum verdffentlichungspflichtigen Unternehmen

Emittent: MTU Aero Engines Holding AG
Dachauer StraBe 665

80 995 Minchen

Deutschland

ISIN: DEOOCAODSPTO

WEKN: AQDSPT

Ende der Directors' Dealings-Mitteilung (c) DGAP 17.03.2008

Finanznachrichten {ibermittelt durch die DGAP
ID 5519

Ende der Mitteiluncj

DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehlern oder Stérungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern. Im dbrigen geiten unsere AGB. Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen méchten, wenden Sie sich titte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Announcement

Notification concérning transactions by persons performing managerial
responsibilities pursuant to section 15a of the WpHG

Directors' Dealings notification transmitted by DGAP - a company of EquityStory AG.
The person with duty of notification is solely responsible for the content of this announcement.

Details of the person subject to the disclosure requirement
Last name: Behle

First name: Egon Wilhelm

Company: MTU Aero Engines Holding AG

Position: Member of a managing bedy
Information about the transaction with duty of notification

Description of thé financtal instrument: MTU Aero Engines Holding AG Ordinary Shares
ISIN/WKN cof the financial instrument: DEOOOAODOPTO

Type of transaction: Purchase

Date: 14.03.2008

Price: 25.897631

Currency: EUR

No. of items: 900 0.00

Total amount traged: 233078.68

Place: XETRA

18.03.2008




Information about the company with duty of publication

Issuer: MTU Aero Engines Holding AG
Dachauer Strafie 665

80995 Minchen

Deutschland

ISIN: DEOOQAODSPTO

WKN: AODSPT

End of Directors’ Dealings Notification (¢} DGAP 17.03.2008

Financial News transmitted by DGAP
1D 5519

End of news

DGAP regulatory service

DGAP regualtory service is a service of DGAP mbH a company of EquityStory AG. EquityStory AG is not
liable for inaccuracies or delays in contents or any system failures. EquityStory AG's Standard Terms and
Conditions apply. If you want to pass on, save or use the contents of DGAP mbH s services cammercially,
piease contact our news distribution at ph: +49(0)89 210298-33.

Verbreitungsnetzwerk: TUG-Garantie

Diese Mitteilung wurde folgenden Medien zugeleitet

Elektronische Verbreitungssysteme:

Verbreitungssystem Einspeisung
— Bloomberg 17.03.2008 16:56
e b Reuters 17.03.2008 16:56

vwd: vwd 17.03.2008 16:56

Auswahl aus dem deutschen Medienbiindel:

Medium Zuleitung
bopaees Dow Jones 17.03.2008 16:56
«~0n  dpa-afx 17.03.2008 16:56
ot o dgap.de 17.03.2008 16:56
=3 FID 17.03.2008 16:56

Europdische Medien:

18.03.2008
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FERINO, Petra !

Von: newsroom@dgap.de C T
Gesendet: Montag, 17. Méarz 2008 17:10 RIS AR
An: FERINOQ, i%’etra e -
Betreff:  Bestétigungiber die Verdffentlichung einer Directors-Dealings-Mitteitu'ng .

EquityStory. AG DG“

WHLIRE Hhs OR KECRTIONS 7

Bestiatigung iiber die Verpffentlichung einer Directors-Dealings-Mitteilung fir Emittent:
[
MTU Aero Engines Holding AG

|
Sehr geshrte Damen und Herrer,

der oben genannte Emittent hat soeben (ber unser System die Veréffentlichung 'Directors-
Dealings-Mitteilung' vorgenaommen.

|
Die Mitteilung wurde an die BaFin und das Unternehmensregister Gbermittelt.

Mit freundlichen prUBen

|
Ihr DGAP-Newsroom-Team

Anlagen: !

Mitteilung (Deutsch)
Mittei]ung,(Engli#ch)

Verbreltungsnetzwerk

Mitteilung '

Mitteilung Gber Geschafte von Flhrungspersonen nach §15a WpHG
Directors’-Dealings-Mitteilung Gbermittelt durch die DGAP.
FlOr den Inhalt der Mitteilung ist der Mitteilungspflichtige verantwortlich.

Angaben zum Mittellungspflichtigen
Name: Winkler

Varname: Reineq

Firma: MTU Aero Engines Holding AG

Funktion: Geschéiftsf(] hrendes Organ
|

18.03.2008 ;
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Bezeichnung des Finanzinstruments: MTU Aero Engines Holding AG Namens-Aktien o, N
ISIN/WKN des Finanzinstruments: DECOCGAQDSPTO

Geschaftsart: Kauf

Datum: 14.03.2008

Kurs/Preis: 25,93

wahrung: EUR

Stuckzahl: 5000,00

Gesamtvolumen: 129650,00

Ort: XETRA

Angaben zum verdffentlichungspflichtigen Unternehmen

Emittent: MTU Aero Engines Holding AG
Dachauer Strafe 665

80895 Miinc hen

Deutschland

ISIN: DEQODAODIPTO

WKN: AQD9PT

Ende der Directors' Dealings-Mitteilung (¢) DGAP 17.03.2008

finanznachrichten {ibermittelt durch die DGAP
ID 5543

Ende der Mitteilung

DGAP Meldepflichten-Service

DGAP Meldepflichten-Service Ist ein Service der DGAP mbH, eln Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehiern oder Stérungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhailtiichen oder textlichen Fehlern. Im lbrigen gelten unsere AGB. Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen méchten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Announcement

Notification concerning transactions by persons performing managerial
responsibilities pursuant to section 15a of the WpHG

Directors’ Dealings notification transmitted by DGAP - a company of EquityStory AG.
The person with duty of notification is solely responsible for the content of this announcement.

Details of the person subject to the disclosure requirement
Last name: Winkler

First name: Reiner

Company: MTU Aero Engines Holding AG

Position: Member of a managing body
Information about the transaction with duty of notification

Description of the financial instrument: MTU Aero Engines Holding AG Ordinary Shares
ISIN/WKN of the financial instrument: DEOOUADDSPTO

Type of transaction: Purchase

Date: 14.03.2008

Price: 25.93 ‘

Currency: EUR

No. of items: 5000.00

Totat amount traded: 129650.00

Place: XETRA

18.03.2008




Information about the company with duty of publication

Issuer: MTU Aero Engines Holding AG
Dachauer Strafie 665

80995 Minchen

Deutschland

ISIN: DEOCOOAODSPTO

WKN: AQDSPT

End of Directors' Dealings Notification (c) DGAP 17.03.2008

Financial News transmitted by DGAP
ID 5543

End of news

DGAP regulatory service

DGAP regualtory service s a service of DGAP mbH a company of EquityStory AG. EquityStory AG is not
liable for inaccuracies or delays in contents or any system failures. EquityStory AG's Standard Terms and
Conditions apply. If you want to pass on, save or use the contents of DGAP mbH “s services commercially,
please contact our news distribution at ph: +49(0)89 210298-33.

Verbreitungsnetzwerk: TUG-Garantie

Diese Mitteilung wurde folgenden Medien zugeleitet

Elektronische Verbreitungssysteme:

Verbreitungssystem Einspeisung
—— Blolomberg 17.03.2008 17:05
e Reuters 17.03.2008 17:05
vwd! vwd 17.03.2008 17:05

Auswahl aus dem deutschen Medienbiindet:

Medium Zuleitung
e Dow Jones 17.03.2008 17:05
«~t=  dpa-afx 17.03.2008 17:05
“#  dgap.de 17.03.2008 17:05
3 FTD 17.03.2008 17:05

Europdische Medien;

18.03.2008
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FERINO, Petra

Von: newsroom@dgap.de -
Gesendet: Dienstag, 18. Marz 2008 17:11 N O A
An: FERINO, Petra

A -

Betreff:  Bestatigungiiber die Verdffentlichung einer Directors«DeaIings-MitteiIuhg B

EquityStory.AG

T SHLIME IHUESTOR BELATIONS

h h 4
. v F Lk B\
g i e
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Bestdtigung ﬁper die Verdffentlichung einer Directors-Dealings-Mitteilung fiir Emittent:
MTU Aerc Engines Holding AG

Sehr geehrte Damen und Herren,

der oben genannte Emittent hat soeben dber unser System die Verdffentlichung 'Directors-
Dealings-Mitteilung' vorgenommen,

Die Mitteilung wurde an die BaFin und das Unternehmensregister Ubermittelt.
Mit freundlichen GriBen

Ihr DGAP-Newsroom-Team

Anlagen:
Mitteilung (Deutsch)
Mitteilung {Englisch)

Verbreitungsnetzwerk

Mitteilung

Mitteilung (ber Geschafte von Flihrungspersonen nach §15a WpHG

Directors'-Dealings-Mitteilung lbermittelt durch die DGAP.
Far den Inhalt der Mitteilung ist der Mitteilungspfichtige verantwortlich.

Angaben zum Mitteilungspflichtigen
Name: Winkler

Vorname: Reiner

Firma: MTU Aerg Engines Holding AG

Funktion: Geschaftsflihrendes Organ

19.03.2008
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Bezeichnung des Finanzinstruments: MTU Aero Engines Holding AG Namens-Aktien o. N.
ISIN/WKN des Finanzinstruments: DEOOQAODIRTO

Geschdftsart: Kauf

Datum: 17.03.2008

Kurs/Preis: 25,22

Wiahrung: EUR

Stickzahl: 5000,00

Gesamtvolumen: 126100,00

Ort: XETRA

Angaben zum verdffentlichungspflichtigen Unternehmen

Emittent: MTU Aero Engines Holding AG
Dachauer Stralle 665

80995 Miin chen

Deutschland

ISIN: DEQQOAODSPTO

WKN: AQDSPT

Ende der Directors' Dealings-Mitteflung {¢) DGAP 18.03.2008

Finanznachrichten {ibermittelt durch die DGAP
ID 5561

Ende der Mitteilung

DGAP Meldepflichten-Service

BGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehlern oder Storungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern. Im dbrigen gelten unsere AGB. Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen mochten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210258-33.

Announcement

|
Notification conclerning transactions by persons performing managerial
responsibilities pursuant to section 15a of the WpHG

Directors' Dealings notification transmitted by DGAFP - a company of EquityStory AG.
The person with duty of notification is solely responsible for the content of this announcement.

Details of the person subject to the disclosure requirement
Last name: Winkler

First name: Reiner

Company: MTU Aero Engines Holding AG

Position: Member of a managing body
Information about the transaction with duty of notification

Description of the financial instrument: MTU Aerg Engines Holding AG Ordinary Shares
ISIN/WKN of the financiai instrument: DEOOOAQDIPTO

Type of transaction: Purchase

Date: 17.03.2008

Price: 25.22

Currency: EUR

No. of items: 5000.00

Total amount traded: 126100.00

Place: XETRA

19.03.2008



Information about the company with duty of publication

Issuer: MTU Aero Engines Holding AG
Dachauer Strafie 665

80995 Minchen

Deutschland

ISIN: DEQOGAQDSPTO

WKN: AGDSPT |

i
End of Directors'l Dealings Notification (c) DGAP 18.03.2008

Financial News transmitted by DGAP
iD 5561 !

End of news

DGAP regulatory service

DGAP regualtery service is a service of DGAP mbH a company of EquityStory AG. EquityStory AG is not
fiable for inaccuracies or delays in contents or any system failures, EguityStory AG 's Standard Terms and
Conditions appiy. If you want to pass on, save or use the contents of DGAP mbH 's services commercialty,
please contact cus, news distribution at ph: +49(0)89 210298-33,

Verbreitungsnetzwerk: TUG-Garantie

Diese Mitteilung wurde folgenden Medien zugeieitet

|
Elektronische Verbreitungssysteme:

Verbreifungssystem Einspeisung
— Bigomberg 18.03.2008 17:06
i
i+ Reuters 18.03.2008 17:06
|
vind: vwd 18.03.2008 17:06

Auswahl aus dém deutschen Medienbiindel:

Medium: Zuleitung
e Dow Jongs 18.03.2008 17:06
w0 dpa-afx | 18.03.2008 17:06
“v#  dgap.de. 18.03.2008 17:06
== FIb 18.03.2008 17:06

Europaische Medien:

19.03.2008
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FERINQ, Petra

Von: newsroom@dgap.de L T

Gesendet: Dienstag, 18. Marz 2008 14:21 o T e

An: FERINO, Petra ‘ B

Betreff: 2gsta1etsigtfngz ueber die Verodffentlichung einer Kapitalmarktmitteifung:gr;éméﬁé 26' WpHé ‘§ 26
s. 1 Satz

EquityStory.AG | T4~
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Bestitigung iiber die Verdffentlichung einer Kapitalmarktmitteilung fir Emittent:
MTU Aero Engines Holding AG

Sehr geehrte Damen und Herren,

der oben genannte Emittent hat soeben Uber unser System die Verdffentlichung
‘Stimmrechtsmitteilung' vorgenommen,

Die Mitteilung wurde an die BaFin und das Unternehmensregister Gbermittelt.
Mit freundlichen Griifien

Ihr DGAP-Newsroam-Team

Anfagen:

Mitteilung (Deutsch)

Verbreitungsnefzwerk

L

Mitteilung

DGAP Stimmrechtsmitteilung: MTU Aero Engines Holding AG
veroffentlichung elner Erkldrung nach § 26 Abs. 1 Satz 2 WpHG (Eigene Aktien)

MTU Aero Engines Holding AG: Veriffentlichung gemiB § 26 Abs. 1 WpHG mit dem Ziel
der europaweiten Verbreitung

18.03.2008

verdffentlichung einer Stimmrechtsmitteilung iibermittelt durch die DGAP - ein Unternehmen der
EquityStory AG.

Fir den Inhalt der Mitteilung ist der Emittent verantwortlich.

MTU Aero Engines Holding AG / Veréffentlichung einer Erkldrung nach § 26
Abs. 1 Satz 2 WpHG (Eigene Aktien)

Gemal Vorstands- und Aufsichtsratsbeschluss jeweils vom 12, Mérz 2008 hat die MTU Aero

Engines Holding AG, ISIN DEQOOAODIPTO, 3 Mio. eigene Aktien eingezegen und das Grundkaptial
der Gesellschaft von Euro 55 Mio. um Euro 3 Mio. auf Euro 52 Mio. reduziert. Als Konsequenz

19.03.2008
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mit, dass sie am 12. Mirz 2008 die Schwelle von 5 % an ihren eigenen Aktien unterschritten und
3,81 % ({entspricht 1.980.091 Stimmrechten) eigene Aktien gehalten hat.

Ende der Stimmrechtsmitteilung DGAP Meldepflichten-Service
Sprache: . Deutsch
Emittent: MTU Aero Engines Holding AG

Dachauer Strafie 665

80995 Minchen

Deutschiand
Internet: www.mtu.de

Ende der Mitteilung DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG.
Die EquityStory AG haftet nicht bei Fehtern oder Stérungen im Dienstbetrieb, bei
Lieferschwierigkeiten oder bei inhaltlichen oder textlichen Fehlern. Im {brigen geiten unsere AGB.
wenn Sie die Inhalte der Dienste DGAP mbH weitergeben, speichern oder gewerblich nutzen
machten, wenden Sie sich bitte an unseren Nachrichtenvertrieb unter Tel: +49-89-210298-33.

Ende der Mitteilung

DGAP Meldepflichten-Service

DGAP Meldepflichten-Service ist ein Service der DGAP mbH, ein Unternehmen der EquityStory AG. Die
EquityStory AG haftet nicht bei Fehlern oder Stérungen im Dienstbetrieb, bei Lieferschwierigkeiten oder bei
inhaltlichen oder textlichen Fehlern. Im (brigen gelten unsere AGB. Wenn Sie die Inhalte der Dienste DGAP
mbH weitergeben, speichern oder gewerblich nutzen mbchten, wenden Sie sich bitte an unseren
Nachrichtenvertrieb unter Tel: +49-89-210298-33.

VErpreimungsnetzwerk: 1uus-aarantuc

Diese Mitteilung wurde folgenden Medien zugeleitet

Elektronische Verbreitungssysteme:

Verbrejitungssystem Einspeisung
—— Bloomberg 18.03.2008 14:17
e Reuters 18.02.2008 14:17
vwd: vwd 18.03.2008 14:17

Auswah! aus dem deutschen Medienbiindel:

Medium Zuleitung
— Dow Jones 18.03.2008 14:17
|
dempany dpa-afx 18.03.2008 14:17

19.03.2008
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Bundesanzeiger ...~

Die auf den folgenden Seiten gedruckte Bekanntmachung entspricht der Verdffentlichung im
Elektronischen Bundesanzeiger.

i
Daten zur Veroffentlichung:
Verﬁffentlichungsmediui‘n: Internet

Internet-Adresse: ' www.ebundesanzeiger.de
Verbffentlichungsdatum: 14. Mérz 2008
Rubrik: ! Aktiengesellschaften

Art der Bekanntmachung:  Hauptversammiung
Verijffentlichungspflichtiﬁger: MTU Aero Engines Holding AG, Mlnchen

Fondsname: !

ISIN: |

Auftragsnummer: ! 080312022259

Verlagsadresse: f Bundesanzeiger Verlagsges. mbH, Amsterdamer Stra3e 192,
| 50735 KoIn
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MTU Aero Engines Holding AG
Miinchen

WKN AO0D 9PT
ISIN DEOOOAODIPTO

Einladung zur ordentlichen Hauptversammlung
der MTU Aero Engines Holding AG

Wir laden hiermit die Aktionire unserer Gesellschaft zur ordentlichen Hauptversammlung ein, die am

Mittwoch, den 30. April 2008, um 10.00 Uhr,
1m
ArabellaSheraton Grand Hotel,

Eingang Ballsaal Foyer,
Arabellastr. 6,
81925 Miinchen,

stattfindet.
Einlass 1st ab 09.00 Uhr.

Tagesordnung

Vorlage des festpestellten Jahresabschlusses und Lageberichts der MTU Aero Engines Holding AG und des ge-
billigten Konzérnabschlusses sowie Konzernlageberichts und des Berichts des Aufsichtsrats fiir das Geschiifts-
jahr 2007

Die genannten Unterlagen kénnen von der Einberufung der Hauptversammlung an im Intermet unter der Adresse
www.miw.de/hv eingesehen werden.

Beschlussfassung iiber die Verwendung des Bilanzgewinns

Der Jahresiiberschuss der Gesellschaft im Geschiftsjahr 2007 betrigt Euro 65.407.173,52. Unter Beriicksichtigung eines
Gewinnvortrags in Hihe von Euro 142.907.96 sowie einer Einstellung in andere Gewinnriicklagen in Hohe von Euro
18.371.562,78 ergibt sich ein Bilanzgewinn in Hihe von Euro 47.178,518,70. Aus diesem Bilanzgewinn des Geschiftsjah-
res 2007 sollen 0,93 Euro je dividendenberechtigter Stiickaktie ausgeschiittet werden. Die Auszahlung der Dividende soll
am 02. Mai 2008 erfolgen. Von der Gesellschaft gehaltene eigene Aktien sind nicht dividendenberechtigt. Bis zur Haupt-
versammiung kann sich die Anzahl der dividendenberechtigten Stiickaktien veriindern. In diesem Fall wird der Hauptver-
sammlung ein entsprechend angepasster Gewinnverwendungsvorschlag unterbreitet werden.

Vorstand und Aufsichtsrat schlagen vor, den Bilanzgewinn des Geschiiftsjahres 2007 der MTU Aero Engines Holding AG
in Hohe von Euro 47.178.518.70 wie folgt zu verwenden:

1. Bilanzgewinn Euro 47.178.518,70
2. Einstellung in andere Gewinnriicklagen #
3. Ausschiittung einer Dividende von
Euro 0,93 je dividendenberechtigter Aktie Euro 47.178.518,70
4. Gewinnvortrag #
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Der aus dem Bilanzgewinn auf die von der Gesellschaft zum Zeitpunkt der Hauptversammlung gehaltenen eigenen Aktien
entfallende Betrag wird in die Gewinnriicklagen eingestellt.

Beschlussfassung iiber die Entlastung der Mitglieder des Vorstands fiir das Geschiiftsjahr 2007
Vorstand und Aufsichtsrat schlagen vor, den Mitgliedern des Vorstands fiir das Geschiiftsjahr 2007 Entlastung zu erteilen.
Bcschlussfassﬁng iiber die Entlastung der Mitglieder des Aufsichtsrats fiir das Geschiiftsjahr 2007

Vorstand und Aufsichtsrat schlagen vor, den Mitgliedern des Aufsichtsrats fiir das Ge-schiftsjahr 2007 Entlastung zu er-
teilen. !

Wahl von Aufisichtsratsmitgliedern

Aufgrund der im elektronischen Bundesanzeiger vom 19, Dezember 2007 erfolgten Bekanntmachung iiber die Zusammen-
setzung des Aufsichtsrats endet gemil § 97 Abs. 2 Satz 3 Aktiengesetz das Amt der Aufsichtsratsmitglieder mit Beendigung
der diesjdhrigen Ha!uptversammlung. Aufgrund dessen sind die Anteilseignervertreter des Aufsichtsrats von der Hauptver-
sammlung neu zu wihlen. Die Wahl erfolgt fiir die Zeit bis zu der Beendigung der Hauptversammlung, die iiber die Ent-
lastung des Aufsichtsrats fiir das vierte Geschiftsjahr nach Beginn der Amiszeit beschlieBt, wobei das Geschiiftsjahr, in
dem die Amtszeit b;eg'mnt, nicht mitgerechnet wird. Der Aufsichtsrat schligt vor, die folgenden Aufsichtsratsmitglieder zu
wihlen: '

a) Herrn Klaus Eberhardt, Diisseldorf, Yorstandsvorsitzender der Rheinmetall AG,
Diisseldorf

Herr Eberhard:t ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriten:
. Kolbenschmidt Pierburg AG (Vorsitzender)
»  MTU Aero Engines GmbH (Konzerngesellschaft/Vorsitzender)

Herr Eberhardt ist auBerdem Mitglied in folgenden vergleichbaren Kontrollgremien in- und auslindischer Wirtschafts-
unternehmen:

. Oerlikon Contraves AG (Vorsitzender)
. Nitrochen%nie AG (Priasident)
»  Nitrochemic Wimmis AG {Prisident)
+  Eckart Wl'ailzholz-J unius Familienstiftung
i
. Dietrich Wilzholz Familienstiftung
b) Herr Dr. Wilhelm Bender, Frankfurt/Main, Vorstandsvorsitzender der Fraport AG, Frankfurt/Main
Herr Dr. Bendjcr ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriiten:
’ Flughat’er:x Hannover-Langenhagen GmbH
*  Lufthansa Cityl.ine GmbH
. SIGNAL;IDUNA Allgemeine Versicherung AG
. Thyssenll(rupp Services AG

Herr Dr. Bender ist aufierdem Miiglied in folgenden vergleichbaren Kontroligremien in- und awvsldndischer Wirtschafts-
unternehmen: ;

’ FrankfurtIRhcinMain GmbH International Marketing of the Region

c) Herrn Dr. Jiirgen M. Geiinger, Herzogenaurach, Vorsitzender der Geschiftsleitung der INA-Holding Schaeffler
KG, Herz?genaurach

Herr Dr. GeiBinger ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriten:
. MTUYU Af::l'() Engines GmbH (Konzerngesellschaft)
[
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d) Herrn Prof. Dr. Walter Kr6ll, Marburg, ehemaliger Prisident der Helmholiz-Gemeinschaft Deutscher Forschungs-
zentren e.V,, Bonn

Herr Prof. Dr.iKr(ill ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriten:
*  Wincor Nixdorf AG
*  MTU Aero Engines GmbH (Konzerngesellschaft)
e) Herrn Udo Stark, Miinchen, ehemaliger Vorstandsvorsitzender der MTU Acro Engines Holding AG, Miinchen
Herr Stark ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriiten:
*  Bilfinger Berger AG
«  Cognis GmbH
*+  Oystar Holding GmbH
*  MTU Acro Engines GmbH {Konzerngesellschaft)
Herr Stark ist auberdem Miiglied in vergleichbaren Kontrollgremien in- und avslindischer Wirtschaftsunternehmen:
*  Prysmian S.p.A.

f) Herrn Prof. Dr. Klaus Steffens, Bernried, ehemaliger Vorsitzender der Geschifisfilhrung der MTU Aero Engines
GmbH, Miinchen

Herr Prof, Dr. Steffens ist Mitglied in folgenden gesetzlich zu bildenden Aufsichtsriiten:
= CompuGroup Holding AG

+  Tyczka Energie GmbH & Co. KGaA

= MTU Aecro Engines GmbH (Konzermgesellschaft)

Der Aufsichisrat besteht gem. § 96 Abs. |, 101 AKIG. i.V.m. § 7 Abs. | Nr. | des Mitbestimmungsgesetzes vom 4. Mai
1976 und § 7 Abs. | der Satzung der Gesellschaft aus zwolf Mitgliedern, und zwar aus sechs Aufsichtsratsmitgliedern der
Aktioniire und sechs Aufsichisratsmitglieder der Arbeitnehmer. Die Hauptversammlung ist bei der Wahl der Aktionérsver-
treter nicht an Wahlvorschlige gebunden.

Wahl des Abschlusspriifers fiir das Geschiiftsjahr 2008

Der Aufsichtsrat séhl'zigt vor, die Deloitte & Touche GmbH Wirtschaftspriifungsgesellschaft, Miinchen, zum Abschlussprii-
fer und zum Konzernabschlusspriifer fiir das Geschiiftsjahr 2008 sowie zum Priifer fiir eine priiferische Durchsicht des im
Halbjahresfinanzbericht 2008 enthaltenen verkiirzten Abschiusses sowie Zwischenlageberichts zu wihlen,

Beschlussfassung iiber dic Ermiichtigung zum Erwerb und zur Verwendung eigener Aktien gemif § 71 Abs. 1
Nr. 8 Aktiengesetz und zum Ausschluss des Bezugsrechts

Die von der Hauptversammlung am 27. April 2007 beschlossene Ermichtigung der Gesellschaft zum Erwerb eigener Aktien
Linft am 27. Oktober 2008 aus. Sie soll durch eine neue Ermiichtigung ersetzt werden.

Vorstand und Aufsichtsrat schlagen daher vor, wie folgt zu beschliellen:

a) Die Gesellschaft wird ermichtigt, fiir die Zeit vom 02. Mai 2008 bis einschlieBlich zum 30. Oktober 2009 gemil
§ 71 Abs. | Nr. B Aktiengesetz eigene Aktien mit einem anteiligen Betrag des Grundkapitals bis zu 10 Prozent des
bei der Beschlussfassung bestehenden Grundkapitals der Gesellschaft zu erwerben. Der Erwerb kann nach Wahl
des Vorstands iiber die Borse oder mittels eines an siimtliche Aktioniire gerichteten dffentlichen Kaufangebots
(oder - soweit rechtlich zulidssig - der 6ffentlichen Aufforderung zur Abgabe cines Verkaufsangebots) erfolgen.
Der Gegenwert fiir den Erwerb dieser Aktien darf den Borsenkurs um nicht mehr als 10 Prozent iiber- bzw. unter-
schreiten, wobei etwaige Erwerbsnebenkosten auller Ansatz bleiben. Als maflgeblicher Bdrsenkurs im Sinne der
vorstehenden Regelung gilt dabei im Falle eines Erwerbs iiber die Borse der Mittelwert der Aktienkurse in der
Schlussauktion im XETRA-Handel (oder einem vergleichbaren Nachfolgesystem) withrend der letzten drei Bor-
senhandelstage vor dem Erwerb der Aktien. Im Falle eines Erwerbs mittels eines an simtliche Aktiondre gerich-
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teten dffentlichen Kaufangebots (oder der 6ifenilichen Aufforderung zur Abgabe cines Verkaufsangebots) gilt der
Mittelwert der Aktienkurse in der Schlussauktion im XETRA-Handel (oder einem vergleichbaren Nachfolgesy-
stem) withrend der letzten drei Borsenhandelstage vor der Verdffentlichung des Angebots als maBgeblicher Bor-
senkurs. Im Fall erheblicher Kursschwankungen ist der Vorstand ermichtigt, dieses Kaufangebot oder die Auf-
forderung zur Abgabe eines Verkaufsangebots unter Beriicksichtigung eines neuen Mitielwertes der Aktienkurse
nach MaBgabe des vorstiehenden Satzes neu zu veroffentlichen. Bei Erwerb mittels eines an similiche Aktioniire
gerichteten Gffentlichen Kaufangebots {oder der éffentlichen Aufforderung zur Abgabe eines Verkaufsangebots)
kann das Volumen des Angebots begrenzt werden. Sofern die gesamte Annahme des Angebots (oder die Gesami-
zahl der Angebote) dieses Volumen iiberschreitet. muss der Erwerb im Verhiiltnis der jeweils angebotenen Aktien
erfolgen; dabei diirfen kleine zum Erwerb angebotene Pakete (bis 100 Stiick) bevorzugt behandelt werden. Das
Angebot oder die Aufforderung zur Abgabe eines Angebots kann weitere Bedingungen enthalten.

Der Vorstand wird ermichtigt, die erworbenen eigenen Aktien der Gesellschaft auch in anderer Weise als iiber
die Borse oder durch ein Angebot an die Aktionire zu verduBern, wenn die Aktien gegen Barzahlung zu einem
Preis verdullert werden, der den Bérsenpreis von Aktien gleicher Ausstattung der Gesellschaft zum Zeitpunkt der
VerduBerung nicht wesentlich unterschreitet.

Der Vorstand wird ermichtigt, mit Zustimmung des Aufsichisrats eine Veriuflerung der erworbenen eigenen Ak-
tien in anderer Weise als iiber die Borse oder mittels Gffentlichen Angebots an simtliche Aktionidre vorzunehmen,
soweit die erworbenen eigenen Aktien im Rahmen des Matching Stock Programms der Gesellschaft an dessen
Teilnehmeér veriubert werden, die in einem Arbeits- oder Dienstleistungsverhiilinis mit der Gesellschaft oder mit
ihr verbundenen Unternehmen stehen oder standen. Soweit eine VerduBerung im Rahmen des Matching Stock
Programms der Gesellschaft an Vorstandsmitglieder oder ehemalige Vorstandsmitglieder der Gesellschaft erfolgen
soll, wird der Aufsichtsrat zu dieser nicht iiber die Bérse oder mittels 6ffentlichen Angebots an simtliche Aktionire
erfolgenden VeriuBerung ermiichtigt. Das Bezugsrecht der Aktiondre auf die eigenen Aktien der Gesellschaft ist
insoweit ausgeschlossen.

Dariiber hinaus wird der Vorstand ermiichtigl, die erworbenen eigenen Aktien im Rahmen von Untermnehmenszu-
sammenschliissen oder beim (auch mittelbaren) Erwerb von Unternehmen, Unternehmensteilen oder Beteiligun-
gen an Unternehmen ganz oder zum Teil als Gegenleistung zu verwenden. Das Bezugsrecht der Aktionire auf die
eigenen Aktien der Gesellschaft ist insoweit ausgeschlossen.

Ferner wird der Vorstand ermiichtigt, mit Zustimmung des Aufsichisrats die erworbenen eigenen Aktien zur Er-
fiillung von Wandelschuldverschreibungen, Optionsschuldverschreibungen, Genussscheinen oder Gewinnschuld-
verschreibungen (oder Kombinationen diescr Instrumente) zu verwenden, welche die Gesellschaft auf Grund des
Hauptversammlungsbeschlusses vom 31, Mai 2005 begibt oder begeben hat. Das Bezugsrecht der Aktiondre auf
die eigenen Aktien der Gesellschaft ist insoweit ausgeschlossen.

Weiterhin wird der Vorstand ermichtipt, die erworbenen eigenen Aktien mit Zustimmung des Aufsichtsrats ohne
weiteren Hauptversammiungsbeschluss panz oder teilweise einzuziehen. Sie knnen auch im vereinfachten Ver-
fahren ohne Kapitalherabsetzung durch Anpassung des anteiligen rechnerischen Betrags der iibrigen Stiickaktien
am Grundkapita! der Gesellschaft eingezogen werden, Die Einziehung kann auf einen Teil der erworbenen Aktien
beschriinkt werden. Von der Ermichtigung zur Einziehung kann mehrfach Gebrauch gemacht werden. Erfolgt die
Einziehung im vereinfachien Verfahren, ist der Vorstand zur Anpassung der Zah! der Stiickaktien in der Satzung
ermachtigt.

Die vorstehenden Ermiichtigungen kénnen ¢inmal oder mehrmals, ganz oder in Teilen, einzeln oder zusammen
ausgeiibt werden. Sie kéinnen auch durch Konzernunternchmen im Sinne des § 17 Aktiengesetz ausgenutzt werden.

Die Ermichtigung der Gesellschaft zum Erwerb eigener Aktien vom 27. April 2007 wird mit Wirksamwerden
dieser neuen Erméchtigung aufgehoben. Die in dem vorgenannten Beschluss vom 27. April 2007 enthaltene Er-
michtigung zur Verwendung von auf Grund dieses damaligen Beschlusses zuriickerworbener eigener Aktien bleibt
bestehen.

Bericht des Yorstands zu Tagesordnungspunkt 7

Der Beschlussvorschlag von Vorstand und Aufsichtsrat sicht in Ubereinstimmung mit der iiblichen Unternehmenspraxis auf der
Grundlage von § 71 Abs. | Nr. 8 Aktiengesetz vor, die Gesellschaft durch die Hauptversammlung fiir hochstens 18 Monate
zum Erwerb eigener Aktien in Hohe von bis zu 10 Prozent des derzeitigen Grundkapitals zu ermichtigen. Der Vorstand verfiigt
bereits iiber eine solche Ermiichtigung. die auch teilweise genutzt wurde; insgesamt wurden in Ausnutzung dieser Erméchtigung
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4.980.091 Aktien durch die Gesell- schaft erworben (Stand: 14. Miirz 2008). Diese in der Hauptversammlung der MTU Aero
Engines Holding AG vom 27. April 2007 beschlossene zeitlich begrenzte Ermichtigung zum Erwerb eigener Aktien soll ver-
lingert werden.,

Bei der Entscheidung iiber die Verwendung der e¢igenen Aktien wird sich der Vorstand allein von den Interessen der Aktiondre
und der Gesellschaft leiten lassen. Der Vorstand wird der Hauptversammlung iiber eine Ausnutzung der vorgeschlagenen Er-
miichtigung berichten.

Bei dem Erwerb eigener Aktien ist der Grundsatz, der Gleichbehandlung gemil} § 53a Aktiengesetz zu wahren. Der hier vorge-
schlagene Erwerb der Aktien iiber die Bérse oder durch ein offentliches Kaufangebot (oder die dffentliche Aufforderung zur
Abgabe eines Verkaufsangebots} triigt diesem Grundsatz Rechnung. Sofemn ein dffentliches Angebot oder die &ffentliche Auf-
forderung zur Abgabe eines Angebots iiberzeichnet ist, muss der Erwerb im Verhiiltnis der jeweils angebotenen Aktien erfolgen.
Fiir die WiederveriuBerung erworbener eigener Aktien sicht das Gesetz grundsitzlich den Verkauf iiber die Bérse oder durch
Angebot an alle Aktionire vor, wodurch der Grundsatz der Gleichbehandlung geméB § 53a Aktiengesetz gewahrt wird,

Die Hauptversammlung kann jedoch in entsprechender Anwendung von § 186 Abs. 3 und Abs. 4 Aktiengesetz auch eine andere
VeriiuBerung beschlieBen. Insoweil sieht der Beschluss die Ermichtipung des Vorstands vor, mit Zustimmung des Aufsichtsrats
die erworbenen eigenen Aktien in anderer Weise als iiber die Borse oder durch Angebot an alle Aktioniire zu veriuBern, wenn die
erworbenen eigenen Aktien gegen Barzahlung zu einem Preis veriiuflert werden, der den Bérsenpreis von Aktien der Gesellschaft
gleicher Gattung und Ausstattung zum Zeitpunkt der VeriuBerung nicht wesentlich unterschreitet. Ein etwaiger Abschlag vom
aktuellen Borsenpreis wird nach derzeitigem Diskussionsstand in der Fachliteratur in Héhe von bis zu 10 Prozent des Borsen-
preises fiir zukissig gehalten. Mit dieser Ermiichtigung wird auch von der in § 71 Abs. 1 Nr. 8 Akuengesetz in entsprechender
Anwendung des § 186 Abs. 3 Satz 4 Aktiengesetz zugelassenen Moglichkeit zum Bezugsrechtsausschluss Gebrauch gemacht.
Insgesamt werden die Vermigens- und Stimmrechisinteressen der Aktioniire bei einer Verdulierung der eigenen Aktien an Dritte
unter Ausschluss des Bezugsrechts der Aktioniire auf der Grundlage von § 71 Abs. 1 Nr. 8 Aktiengesetz angemessen gewahrt. Die
Ermiichtigung beschriinkt sich auf insgesamt hischstens 10 Prozent des im Zeitpunkt der Beschlussfassung bestehenden Grund-
kapitals der Gesellschaft. Fiir Aktionire, die am Erhalt ihrer Stimmrechtsquote interessiert sind, besteht grundsitzlich die Még-
lichkeil, eine entsprechende Anzahl von Aktien an der Bérse hinzu zu erwerben. Vorstand und Aufsichtsrat sind der Auffassung,
dass dieser Handlungsrahmen unter Beriicksichtigung der Strutegie der Gesellschaft den Interessen der Gesellschaft dient und
auch unter Beriicksichtigung der Interessen der Akliondre angemessen ist.

Des weiteren sieht der Beschluss eine Ermichtigung des Vorstands vor, die erworbenen eigenen Aktien ganz oder zum Teil zur
Erfiillung der sich aus dem Matching Stock Programm der Gesellschaft ergebenden Anspriiche der Arbeit- und Dienstnehmer
der Gesellschaft zu verwenden. Wegen der Einzelheiten dieses Programms wird aut den Abschnitt ,,Vergiitungsbericht' im Ge-
schiiftsbericht fiir das Geschifisjahr 2007 verwiesen. Rechtstechnisch seizt diese Ant der Verwendung voraus, dass das Bezugs-
recht der Aktionire auf die eigenen Aktien der Gesellschaft insoweit ausgeschlossen wird: dies sieht der Beschluss vor.

Ferner sieht der Beschluss eine Ermiichtigung des Vorstands vor, die erworbenen eigenen Aktien ganz oder zum Teil im Rahmen
von Unternehmenszusammenschliissen oder beim (auch mittelbaren) Erwerb von Unternehmen, Unternehmensteilen oder Be-
teiligungen an Unternehmen Dritten als (Teil-) Gegenleistung anzubieten bzw, zu verwenden. Die Gesellschaft sol! in der Lage
sein. bei sich bietenden Gelegenheiten gexzielte Unternehmens- oder Beteiligungserwerbe im Rahmen ihres satzungsgemiBen
Unternehmensgegenstands durchzufiihren. Inhaber von Unternehmen und Beteiligungen erwarten, insbesondere im internatio-
nalen Rahmen, als Gegenleistung fiir die VerduBerung des Unternchmens bzw. der Beteiligung hidufig Aktien der erwerbenden
Gesellschaft. Mit der vorgeschlagenen Ermichtigung wird die Gesellschaft in die Lage versetzt, bei konkreten Akquisitionsvor-
haben, bei denen sie méglicherweise im Wetthewerb mit anderen Interessenten steht, auch etwa vorhandene eigene Aktien als
Gegenleistung zu verwenden und damit unter Umstinden auf eine andernfalls erforderliche Erhthung des Grundkapitals gegen
Sacheinlagen verzichten zu konnen. Auch diese Art der Verwendung setzt wiederum rechtstechnisch voraus, dass das Bezugs-
recht der Aktionire auf die eigenen Aktien der Gesellschaft insoweit ansgeschlossen wird, was so im Beschluss vorgesehen ist.

Die Geseilschaft sol! ferner ermiichtigt werden, eigene Aktien zur Erfiillung von Verpflichtungen aus Wandelschuldverschrei-
bungen, Optionsschuldverschreibungen, Genussscheinen oder Gewinnschuldverschreibungen (oder einer Kombination dieser
Instrumente) zu verwenden, die auf Grund des Ermichtigungsbeschlusses der Hauptversammlung vom 3 1. Mai 2005 sowie von
der Hauptversammlung gefasster ergiinzender Beschliisse ausgegeben worden sind und noch ausgegeben werden. Diese Ermiich-
tigung liegt schon deswegen im Interesse der Gesellschaft und der Aktionidre, weil sie der Gesellschaft die Moglichkeit verschafft,
sofern dies im konkreten Fall sachgerecht ist, die Ausgabe neuer Aktien aus dem bedingten Kapital und damit eine Kapitalerht-
hung mit Stimm- und Quotenverwiisserung der Aktionire zu vermeiden. Der Preis, zu dem die Aktien in den vorgenannten Fillen
ausgegeben werden, hiingt von den jewetligen Umstiinden des Einzelfalls und vom Zeitpunkt ab. Der Vorstand wird sich bei der
Preisfestsetzung an den Interessen der Gesellschaft ausrichten. Werden die Aktien zur Bedienung von Wandelschuldverschrei-
bungen, Optionsschuldverschreibungen, Genussscheinen oder Gewinnschuldverschreibungen (oder einer Kombination dieser

— Seite 6 von 8 —
Far MTU Aero Engines Holding AG veriffentlicht am 14. Mirz 2008.
Auftragsnummer: 080312022259
Quaslla: slekirenischer Bundesanzeiger



Bundesanzeiger

Bindesanzeigeis

Instrumente) verwendet, so entspricht der Preis. zu dem die Aktien verkauft werden, dem jeweiligen Ausiibungspreis fiir die
Wandelschuldverschreibungen, Optionsschuldverschreibungen, Genussscheine oder Gewinnschuldverschreibungen (oder einer
Kombination dieser Instrumente). Wiederum ist es rechtstechnische Voraussetzung, dass das Bezugsrecht der Aktionire auf die
eigenen Aktien der Gesellschaft insoweit ausgeschlossen wird, was Bestandieil des Beschlusses ist.

Die auf Grund dieses Ermiichtigungsbeschlusses erworbenen eigenen Aktien kéinnen von der Gesellschaft ohne emeuten Be-
schluss der Hauptversammlung eingezogen werden. Entsprechend § 237 Absatz 3 Nr. 3 Aktiengesetz kann die Hauptversamm-
lung der Gesellschaft die Einziehung ihrer voll eingezahlien Stiickaktien beschlieBen. auch ohne dass damit eine Herabsetzung
des Grundkapitals der Gesellschaft erforderlich wird. Die vorgeschlagene Ermiichtigung sieht neben der Einziehung mit Kapi-
tatherabsetzung diese Alternative ausdriicklich vor. Durch eine Einziehung der eigenen Aktien ohne Kapitalherabsetzung erhtht
sich automatisch der rechnerische Anteil der iibrigen Stickaktien am Grundkapital der Gesellschaft. Der Verstand soll daher auch
ermiichtigt werden, die erforderlich werdende Anderung der Satzung hinsichtlich der sich durch eine Einziehung verindernde
Anzahl der Stiickaktien vorzunehmen,

Auf Grund der vorstehenden Erwiigungen liegt aus Sicht von Vorstand und Autsichisrat die vorgeschlagene Emmichtigung zum
Erwerb eigener Aktien im Interesse der Aktionire und kann es im Einzelfall rechtfertigen, das Bezugsrecht der Aktionidre auszu-
schlieBen. Vorstand und Aufsichisrat werden daher in jedem Einzeltall priifen und abwigen, ob die Gewihrung eigener Aktien
unter Ausschluss des Bezugsrechts im iiberwiegenden Interesse der Gesellschaft liegt.

Mitteilungen gemiB § 128 Abs. 2 Sétze 6 bis 8 Aktiengesetz
Folgende Kreditinstitute haben die innerhalb von fiinf Jahren zeitlich leizte Emission von Wertpapieren der Gesellschaft iiber-

nommen:

Deutsche Bank Aktiengesellschaft, Frankfurt am Main
Bayerische Hypo- und Vereinsbank AG., Miinchen
Commerzbank Aktiengesellschaft, Frankfurt am Main

Teilnahme an der Hauptversammlung

Zur Teilnahme an der Hauptversammlung und zur Ausiibung des Stimmrechts sind gemiB § 15 der Satzung der MTU Aero
Engines Holding AG nur diejenigen Aktioniire berechtigt, die im Aktienregister der Gesellschaft als Aktioniire eingetragen sind
und ihre Aktien so rechizeitig angemeldet haben. dass ihre Anmeldung spiitestens am siebten Tag vor der Hauptversammlung,
also spitestens bis Mittwoch, den 23. April 2008, bei der Gescllschaft eingegangen ist.

Aktioniire, die im Aktienregister eingetragen sind. kénnen sich entweder schrifilich bei der MTU Aero Engines Holding AG
unter der Anschrift:

MTU Aero Engines Holding AG
c/o Computershare HV Services AG
HV-Anmeldung

HansastraBe 15

80686 Miinchen

oder per Telefax unter der Nummer:
++49 / (0)8Y / 309037-4676

oder elektronisch unter der [nternet- Adresse:
www.mtu.de/hv

anmelden. Nihere Hinweise zum Anmeldeverfahren entnehmen Sic bitte dem Anmeldeformular bzw. der genannten Internetseite.
Fiir die elektronische Anmeldung bendtigen Sie einen individuellen Zugangscode, den Sie mit den Aktioniirsunterlagen erhalten,

Isi ein Kreditinstitut im Aktienregister eingetragen, so kann dieses Kreditinstitut das Stimmrecht fiir Aktien, die ihm nicht geho-
ren, nur auf Grund einer Ermiichtigung des Aktionirs ausiiben.

Stimmrechtsvertretung

Aktiondre, die im Aktienregister eingetragen sind und nicht persénlich an der Hauptversammlung teilnehmen méchten. kénnen
ihr Stimmrecht durch ¢inen Bevollmiichtigten, zum Beispiel ein Kreditinstitut oder eine Aktioniirsvereinigung, ausiiben lassen.

- Seite 7 von 8 -
Fir MTU Aero Engines Holding AG verdffentlicht am 14, Méarz 2008,
Auftragsnummaer: 080312022259
Quelle: elektronischer Bundesanzeiger
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BekanntmachungstexifimlElekironischenjBundesanzeiger i

Auch in diesem Fall ist fiir eine rechtzeitige Anmeldung durch den Aktioniir oder den Bevollmichtigten Sorge zu tragen. Fiir die
Ubertragung des Stimmrechis auf einen Bevollmichtigten ist nach der Satzung der Geselischaft die Schriftform erfordertich.

Wir bieten Thnen dariiber hinaus an, sich nach MaBgabe Threr Weisungen auch durch Mitarbeiter der Gesellschaft in der Haupt-
versammlung vertreten zu lassen. Diesen Stimmrechtsvertretern miissen zu diesem Zweck eine Vollmacht und Weisungen fiir
die Ausiibung des Stimmrechts erteilt werden. Die Stimmrechisvertreter sind verpflichtet, weisungsgemaB abzustimmen. Vor der
Hauptversammlung kénnen Vollmacht und Weisungen fiir die von der Gesellschaft benannten Stimmrechtsvertreter bis Diens-
tag, den 29. April 2008, 12.00 Uhr, schriftlich, per Telefax oder elekironisch unter der oben genannten Internet-Adresse erfolgen.

Bitte beachten Sie, dass die Stimmrechtsvertreter keine Auftriige zu Wortmeldungen oder dem Stellen von Fragen oder von
Antriigen entgegennehmen und Verfahrensantriige und unangekiindigie Antriage von Aktioniiren nicht unterstiitzen werden,

Nihere Einzelheiten und Formulare zur Vollmachts- und Weisungserteilung werden wir unseren Aktioniren zusammen mit
Zusendung der Einladung zur Hauptversammlung mitteilen.

Antriige, Wahlvorschliige und Anfragen von Aktionéiren

Antrige der Aktionire im Sinne von § 126 Aktiengesetz oder Wahlvorschlige im Sinne von § 127 Aktiengesetz sind ausschlieB-
lich entweder schriftlich unter der Anschrift:

MTU Aero Engines Holding AG
Abteilung Investor Relations
Dachauer SiralBe 665

80995 Miinchen

oder per Telefax unter der Nummer:
Fax: ++49 /7 (0)89 / 1489-2172

oder elektronisch an folgende E-Mail-Anschrifi:
hauptversammlung2008 @ miu.de

zu richten.

Anderweitig adressierte Antrige und Wahlvorschliige werden fiir die Zuginglichmachung nach §§ 126, 127 Aktiengesetz nicht
beriicksichtigt. Bis spitestens Dienstag, den 15, April 2008, unter vorstehender Adresse cingehende, zugiinglich zu machende
Antrige und Wahlvorschlige von Aktioniren zu den Punkten der Tagsordnung werden einschlieBlich des Namens des Aktio-
nirs, einer Begriindung ind einer etwaigen Stellungnahme der Verwaltung unverziiglich nach ihrem Eingang unter der Internet-
Adresse:

www.mtu.de/hv
verbffentlicht, '
Mitteilung gemil § 30b Abs. 1 Nr. 1 WpHG
Gemil § 30b Abs. 1 Nr. 1 WpHG in der Fassung des Transparenzrichtlinie-Umsetzungsgesetzes teilen wir mit:

Im Zeitpunkt der Einberufung der Hauptversammlung 2008 hat die MTU Aero Engines Holding AG insgesamt 55.000.000
Aktien ausgegeben, die 55.000.000 Stimmen gewihren. Die Gesellschaft hiilt zum Zeitpunki der Einberufung 4.980.091 eigene
Aktien. Aus diesen eigenen Aktien stehen der Gesellschaft keine Stimmrechte zu.

Miinchen, im Miirz 2008
MTU Aero Engines Holding AG

Der Vorstand

— Seite Bvon 8 —
Fir MTU Aero Engines Holding AG verdfientlicht am 14. Marz 2008.
Auftragsnummer:; 080312022259
Quelle: elekironischer Bundesanzeiger
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Invitation

MTU Aero Engines Holding AG
Munich
Securities code no. WKN AQD 9PT
ISIN DECOCACD9PTO

Invitation to the
Ordinary Shareholders' Meeting
of MTU Aero Engines Holding AG

We hereby invite the shareholders of our company {o the
Ordinary Shareholders’ Meeting,
which will be held on

Wednesday, 30 April 2008, at 10:00 a.m.

in the
ArabellaSheraton Grand Hotel,
Entrance Ballsaal Foyer,
Arabellastr. 6,
81925 Minchen.

The doors open from 09:00 a.m.




Agenda

1. Presentation of the annual financial statements and the management report for MTU Aero
Engines Holding AG and the approved consolidated financial statements, as well as the group
management report, and presentation of the Supervisory Board report for the fiscal year 2007

|
These documents can be inspected from the time of convocation of the Shareholders’ Meeting
onwards on the Internet at the address www.mtu.de/hv.

2. Resolution on the appropriation of balance sheet profits

The company’s profit in the fiscal year 2007 amounts Euro §5,407,173.52. In consideration of a
profit carried forward of Euro 142,907.96 and a transfer to other revenue reserves of Euro
18,371,562.78 results a balance sheet profit of Eurg 47,178,518.70. Eurp 0.93 per dividend-
bearing share is to be distributed from the balance sheet profits of the fiscal year 2007. Disbursal
of the dividend is to be effected on 2 May 2008. Own shares held by the company are not
dividend-bearing. The number of dividend-bearing shares may change by the time the Share-
holders’ Meeting is held. In this event, an appropriately-adjusted proposal for the appropriation
of the profits will be submitted to the Shareholders’ Meeting.

The Management Board and the Supervisory Board propose to use the balance sheet profits of
MTU Aero Engines Holding AG for the fiscal year 2007, amounting to Eurc 47,178,518.70, as follows:

Appropriation of balance sheet profits

_ Balence sheetprofies ] __Euro 4717851870
Transfer to revenue reserves -
Dislributic{n of a dividend of Fure 0.93 ’
per divider}d—bearing share ~ Buro 47,178,518.70

Profit carried forward -

The amount of the Balance sheet profits allotted to the number of own shares held by the company
at the time of the Ordinary Shareholders’ Meeting will be transferred to the revenue reserves,

3. Resolution on the ratification of the acts of the members of the Management Board in
the fiscal year 2007

The Management Board and the Supervisory Board propose the ratification of the acts of the
members of the Management Board for the fiscal year 2007.




4. Resolution on the ratification of the acts of the members of the Supervisory Board in the
fiscal year 2007

The Management Board and the Supervisory Board propose the ratification of the acts of the
members of the Supervisory Board for the fiscal year 2007,

5. Election of members of the Supervisory Board

Due to the announcement on the formation of the Supervisary Board in the electronic Federal
Gazette dated 19 December 2007, the Board Members’ term of office ends with the completion
of this years Shareholders Meeting according to Sec. 97 (2) Sentence 3 of the Stock Corporation
Act. Therefore, the members of the Supervisory Board have to be re-elected by the Sharehotder’s
Meeting. This election is effected for the period until the closure of the Shareholders’ Meeting
which resolves on the ratification of the acts of the Supervisory Board for the fourth fiscal year
after commencement of the peried of office, the fiscal year in which the period of office commen-
ces being excluded from the calculation. The Supervisory Board proposes to elect the following
members of the Supervisory Beard:

a) Mr. Klaus Eberhardt, Diisseldorf, Chair of Rheinmetall AG, Diisseldorf

Mr. Eberhardt is a member of the following Supervisory Boards to be formed on the basis of
a statu}tory obligation:

* Kolbenschmidt Pierburg AG (Chair)
« MTU Aero Engines GmbH (Group Company/Chair)

Mr, Ebbrhardt is furthermore a member of the following comparable supervisory bodies in
German and nen-German enterprises:

* Derlikon Contraves AG (Chairn)

» Nitrochemie AG (President)

* Nitrochemie Wimmis AG (President)

+ Eckart Wilzhoiz-Junius Familienstiftung
+ Dietrich Walzholz Familienstiftung
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b}

c)

d)

e)

Dr. Withelm Bender, Frankfurt/Main, Chair of Fraport AG, Frankfurt/Main

Dr. Bender is a member of the following Supervisory Boards io be formed on the basis of a
statutory obligation:

» Flughafen Hannover-Langenhagen GmbH

« Lufthansa CityLine GmbH

= SIGNAL IDUNA Allgemeine Versicherung AG
+ ThyssenKrupp Services AG

Dr. Bender is furthermore a member of the following comparable supervisory bodies in German
and non-German enterprises:

* FrankfurtRheinMain GmbH International Marketing of the Region
Dr. Jiirgen M., GeiBinger, Herzogenaurach, Chair of the INA-Holding Schaeffler KG,
Herzogenaurach

Dr. GeiBinger is a member of the following Supervisory Boards to be farmed on the basis of
a statutory obligation:

« MTU Aero Engines GmbH {Group Company)
Prof, Dr. Walter Kréll, Marburg, former President of the Helmholtz-Gemeinschaft Deutscher
Forschungszentren e.V., Bonn

Prof. Dr. Krdll is a member of the following Supervisory Boards to be formed on the basis of
a statutory obligation:

*+ Wincor Nixdorf AG
* MTU Aero Engines GmbH {Group Company}
Mr. Udo Stark, Miinchen, former Chair of the MTU Aerc Engines Holding AG, Miinchen

Mr. Stark is a member of the following Supervisory Boards to be formed on the basis of a
statutory obligation:

« Bilfinger Berger AG

* Cognis GmbH

« Qystar Holding GmbH

* MTU Aero Engines GmbH (Group Company}

Mr. Stark is furthermore a member of the following comparable supervisory bodies in German
and non-German enterprises:

+ Prysmian S.p.A.




fy Prof. Dr. Klaus Steffens, Bernried, former Chair of the MTU Aero Engines Holding AG, Minchen

Prof. Dr Steffens is a member of the following Supervisory Boards to be formed on the
hasis of a statutory ohligation:

. ComlpuGroup Helding AG
* Tyczka Energie GmbH & Co. KGaA
* MTU Aero Engines GmbH (Group Company}

Pursuant té Sec. 26 (1) and 101 of the Stock Corporation Act in conjunction with Sec. 7 (1) no. 1
of the Co-determination Act of 4 May 1976 and Sec. 7 (1) of the company’s Articles, the com-
pany's Supervisory Board is composed of twelve members, six of whom are to be from amongst
the shareholders and six of whom are to be from amongst the employees. The Shareholders’
Meeting is;not bound by nominations when electing the shareholders’ representatives.

6. Election of the auditor for the fiscal year 2008

The Supervisory Board proposes the appointment of Deloitte & Touche GmbH Wirtschafts-
priffungsgeselischaft, Munich, as auditors for the fiscal year 2008 and for the review of the
interim financial statements of the fiscal year 2008.

i
|
7. Resolution on authorization to acquire and use own shares pursuant to Sec. 71 (1) no. 8 of

the Germén Stock Corporation Act and to exclude subscription rights
|

The authorization of the company to acquire own shares, resolved on the Shareholders' Meeting
1

on 27 April 2007, expires on 27 October 2008. it is to be replaced by a new authorization.
t

The Management Board and the Supervisory Board hence propose that the following resolution
be passed:

a) The corhpany is authorized for the period subsequent to 2 May 2008 to 30 Qctober 2009,
inclusively, to acquire pursuant to Sec. 71 {1) no. B of the Stock Corporation Act own shares up
to a proportion of the share capital not in excess of 10 percent of the company’s share capital
existing at the time of the present resolution. At the option of the Management Board, acquisition
may take place on the Stock Exchange or via a public offer to buy {or ~ insofar as is legally per-
missible -Ivia a public call to submit a sell offer) which is addressed to all sharehoiders. The price

for the acquisition of these shares shall not exceed or go below the stock exchange price by more

l
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than 10 percent, all and any ancillary acquisition costs being excluded from the calculation. In
the case of acquisition on the Stock Exchange, the relevant stock exchange price within the
meaning of the above provision shall be the mean value of the share prices at the XETRA final
auction (or in a comparable successor system) during the last three Stock Exchange trading days
prior to acquisition of the shares. in the event of acquisition via a public offer to buy (or a public
call to submit a sell offer) which is addressed ta all shareholders, the relevant stock exchange
price shall be the mean value of the share prices at the XETRA final auction {or a comparable
successor system) during the last three Stock Exchange trading days prior to publication of the
offer. In the event of considerable price fluctuations, the Management Board shall be authorized
to publish this offer to buy or call to submit a selt offer, taking account of a new mean value of
the share prices in line with the sentence above. On acquisition via a public offer to buy {or a
public call to submit a sell offer) addressed to all shareholders, the volume of the offer may be
restricted. Insofar as the entire acceptance of the offer (or the total number of offers) exceeds
this volume, the acquisition must take place in proportion to the shares offered in each case,
whereby small parcels offered for sale (up to 100 pieces) may be afforded preferential treatment.
The offer or the call to submit an offer may contain further conditions.

b) The Management Board shall be authorized to effect disposal of the acquired own shares of the
company in another manner than on the Stock Exchange or via an offer to the shareholders insofar
as the shares are sold in return for a cash payment at a price which is not significantly lower than
the stock exchange price of shares of the company of a simitar class and terms of issue at the time
of disposal.

c) The Management Board shall be authorized with the consent of the Supervisory Board to effect
disposal of the acquired own shares in another manner than on the Stock Exchange or via a public
offer addressed to all shareholders insofar as the acquired own shares, in the context of the
company's‘Matching Stock Programme, are sold to participants in such programme who are or
were in an employment relationship with the company or a connected enterprise. Insofar as dis-
posal is to take place in the context of the company’s Matching Stock Programme to Management
Board members cor former Management Board members of the company, the Supervisory Board
shall be authorized to effect such disposal by other means than on the Stock Exchange or via a
public offer addressed to all shareholders. The shareholders’ subscription right concerning the
company's own shares shall be excluded in this respect.

d} Furthermore, the Management Board shall be authorized to make use of the acquired own
shares as complete or part counter payment, in the context of mergers or in the (also indirect)
acquisition of enterprises, parts of enterprises or holdings in enterprises. The subscription right of
the shareholders with regard to the own shares of the company shall be excluded in this respect.




Report of the Management Board

e) Further, the Management Board shall be authorized with the consent of the Supervisory Board
to use the acquired own shares to satisfy convertible bonds, warrant bonds, profit participation
bonds or participation rights {or combinations of these instruments) which the company issues
or has issuged on the basis of the resclution of the Shareholders” Meeting of 31 May 2005, The
shareholders’ subscription right concerning the own shares shall be excluded in this respect.

f) Furthermore, the Management Board shall be authorized to completely or partly withdraw the
acquired own shares with the consent of the Supervisory Board without a further resolution
of the Shareholders’ Meeting, They may also be withdrawn in a simplified procedure without a
capital decrease by adjusting the proportionate mathematical ameunt of the other shares in the
share capital of the company. Withdrawal may be restricted to a part of the acquired shares.
Multiple use may be made of the authorizaticn to withdraw. If the withdrawa! takes place in the
simplified procedure, the Management Board shall be authorized to adjust the number of the
shares in the Articles.

g) The above authorizations may be exercised once or several times, completely or in parts, indi-
vidually or together. They may also be utilized by group companies within the meaning of Sec. 17
of the Stock Corporation Act.

|
h) The company’s authorization of 27 April 2007 to acquire own shares shall be rescinded on
coming into effect of the present new authorizations. The authorization given in the previously
mentioned resolution from 27 Aprit 2007 to avail of the acquired own shares shall remain in force,

Report of the Management Board pursuant to item no. 7 of the Agenda

In accordance with customary business practice, the proposal for a resolution put forward by the
Management Board and the Supervisory Board provides on the basis of Sec. 71 {1} no. 8 of the
Stock Corporation Act for authorization by the Shareholders’ Meeting for the company to acquire
own shares amounting to up to 10 percent of the current share capital for a maximum of
18 months. The Management Board already has such an authorization, of which use has been
made in part; a total of 4,980,091 shares have been acquired by the company in the exercise of
this authorisation {as on: 14 March 2008). This time-limited authorization to acquire own shares
adopted in‘the Shareholders’ Meeting of MTU Aero Engines Holding AG of 27 April 2007 is to be
extended. |

In deciding on the use of the own shares, the Management Board shall be guided solely by the
interests of the sharehotders and of the company. The Management Board shall report to the
Shareholders’ Meeting on any exercise of the proposed authorization,




Report of the Management Board

In acquisition of own shares, the principle of equal treatment is to be applied pursuant to Sec.
53a of the Stock Corporation Act. Such envisioned acquisition of the shares on the Stock
Exchange or through a public offer to buy [or a public call to submit a sell offer) adheres to this
principle. Insofar as a public offer or a public call to submit an offer is oversubseribed, acquisiti-
on must take place in proportion to the number of shares offered in each case. For the re-sale of
own shares that have been acquired, the law provides in principle for the sale on the Stock
Exchange or through an offer to all shareholders, by which means the principle of equal treatment
pursuant to Sec. 53a of the Stock Corporation Act is adhered to.

The Shareholders’ Meeting can however also resclve on disposal by other means in appropriate appli-
cation of Sec. 186 {3) and {4) of the Stock Corporation Act. In this respect, the resolution provides
that the Management Board is authorized with the consent of the Supervisory Board to effect dispo-
sal of the acquired own shares in another manner than on the Stock Exchange or through an offer
addressed to all shareholders, if the own shares that have been acquired are sold in return for a cash
payment at a price which is not significantly lower than the stock exchange price of shares of the
company of a similar class and terms of issue at the time of disposal. According to the current state
of discussion in the reference material, a deduction from the current stock exchange price is consi-
dered permissible in an amount of up to 10 percent of the stock exchange price. This authorization
makes use of the possibility to exclude subscription rights as permitted in Sec, 71 {1) no. 8 of the
Stock Corporation Act, in appropriate application of Sec. 186 {3) sentence 4 of the Stock Corporati-
on Act. All in all, the shareholders’ assets and voting right interests are suitably maintained in the
case of disposal of the own shares to third parties, excluding the sharehotders from the subscription
right on thé basis of Sec. 71 (1) no. 8 of the Stock Corporation Act. The authorization is restricted to
a total of aimaximum of 10 percent of the company’s share capital which is in existence at the time
when the resolution is passed. Shareholders who are interested in maintaining their quota of voting
rights may on principle acquire a corresponding additional number of shares on the Stock Exchange.
The Management Board and the Supervisory Board take the view that this framework serves the com-
pany's interests, given the strategy pursued by the company, and is alsc suitable to serve the share-
holders' interests.

The resolution further provides for an authorisation for the Management Board to use the acqui-
red own shares in whole or in part to satisfy the claims of the company’s employees accruing
from the company's Matching Stock Programme. In respect of details of this programme, refe-
rence is made Lo the section entitled “Remuneration Report” in the annual report for the fiscal
year 2007, In terms of legal technique, this form of use is contingent on the subscription right of
the shareholders being ruled out in this respect with regard to their own shares; this is provided
for by the resolution,
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Furthermore, the resclution pravides to authorize the Management Beard to offer to third parties,
and/or to make use of, all or some of the acquired own shares as (part} counter payment, in the
context of mergers or in the (also indirect) acquisition of enterprises, parts of enterprises or
holdings in enterprises. When opportunities arise, the company is to be enabled to implement
targeted acquisitions of enterprises or of holdings in the context of the company's object, as set
out in its Articles. In the international context in particular, owners of enterprises and holdings
frequently expect to receive shares in the acquiring company as a counter payment for the dis-
posal of the enterprise or holding. The proposed authorization places the company in a position
in which it is also able for instance to make use of available own shares as a counter payment in
concrete acquisition projects in which it may be in competition with other prospective buyers,
and hence under certain circumstances to be able to forego increasing the share capital in return
for capital subscribed in kind as would otherwise be necessary. In terms of legal technigue, this
form of use is also contingent on the subscription right of the shareholders being ruled out in this
respect with regard to their own shares, which is provided for by the reselution in this sense,

The company is also to be authorized to use own shares to meet obligations from convertible bonds,
warrant bonds, profit participation bonds or participatory rights (or combinations of such instru-
ments) which were issued or are still to be issued on the basis of the authorization resolution of the
Shareholders’ Meeting held on 31 May 2005, as well as of supplementary resolutions made by the
Shareholders” Meeting. This authorization is atready in the interest of the company and of the sha-
reholders because it enables the company, insofar as is proper in the concrete case, to avoid issuing
new shares from the authorized but unissued capital, and hence increasing the capital and diluting
shareholders’ voting rights and quotas. The price at which the shares are issued depends in such a
case on the respective circumstances of the individual case and on the time. In setting prices, the
Management Board will orientate itself in line with the interests of the company. If the shares are
used to serve canvertible bonds, warrant bonds, profit participation bonds or participatory rights (or
a combination of such instruments), the price at which the shares are sold corresponds to the
respective exercise price for the convertibie bends, warrant bonds, profit participation bonds or par-
ticipatory rights {or a combination of such instruments). [t is once more a prerequisite in terms of
legal technique for the subscription right of the shareholders to be ruled out in this respect with
regard to their own shares, which is a constitutive element of the reselution.

Own shares acquired on the basis of the present autharizing resolution may be withdrawn by the
company without a new resotution from the Shareholders’ Meeting. In accordance with Sec. 237
{3) no. 3 of the Stock Corporation Act, the company's Shareholders’ Meeting may resclve the
withdrawal of its fully paid-up shares without thereby necessitaling a decrease in the share capi-
tal of the company. The proposed authorization explicitly provides this alternative, in addition to
a withdrawal that is coupled with a capital decrease. In the event of withdrawal of the own
shares without a capital decrease, the mathematical proportion of the other shares in the




Notices

company's share capital increases automatically. The Management Board shall hence be autho-
rized te effect the amendment to the Articles necessitated thereby with regard to the number of
shares altered by such withdrawal.

On the basis of the above considerations, the Management Board and the Supervisory Board
regard the proposed authorization to acquire own shares as being in the interest of the share-
holders, and consider it to justify in individual cases exclusion of the shareholders’ subscription
right. The Management Board and the Supervisory Board shall hence examine and consider in
each individual case whether authorization of own shares, leading to the exclusion of the sub-
scription right, is in the overriding interest of the company.

Notices pursuant to Sec. 128 {2) sentences 6 to B of the Stock Corporation Act

The following banks have undertaken the company’s most recent security issue in the past five years:

Deutsche Bank Aktiengesellschaft, Frankfurt am Main
Bayerische Hypo- und Vereinsbank AG, Munich
Commerzbank Aktiengesellschaft, Frankfurt am Main

Attendance at the Shareholders’ Meeting

Pursuant to Sec. 15 of the Articles of MTU Aero Engines Holding AG, only those shareholders are
entitled to attend the Shareholders’ Meeting and to exercise the voting right who are registered
as shareholders in the company's share register and have registered their shares such that their
registration has been received by the company at the latest on the seventh day prior to the
Shareholders' Meeting, in other words at the latest by Wednesday, 23 April 2008.

Shareholders who are entered in the share register can register either in writing with MTU Aero
Engines Holding AG at the following address:

MTU Aero Engines Holding AG

¢/o Computershare HV Services AG
HV-Anmeldung

HansastraBe 15

80686 Minchen

or by telefax on the fotlowing number:
+49 /{89 /3090374676

or in electronic form at the Internet address:
www.mtu.de/hy



Further information on the registration procedure is available on the registration form and on the
above Internet site. In order to register by elecironic means, you will require the individual access
code which you receive with the shareholder documents.

If a bank is entered in the share register, this bank may exercise the voting right for shares which
do not belong to it only on the basis of an authorization from the shareholder.

Voting right proxy

Shareholders who are entered in the share register and do not wish to attend the Shareholders’
Meeting in person may have their voting right exercised by a proxy, such as a bank or a share-
holders' association. Also in this case, timely registration by the shareholder or the proxy must be
ensured. A written form of notification is necessary in accordance with the company's Articles for
the transfet of the voting right to a proxy.

Furthermore, we offer that you may also be represented at the Shareholders’ Meeting by com-
pany employees as per your instructions. These voting right proxies must be issued with a proxy
and instructions to exercise the voting right to this end. The voting right proxies are obliged to
vote as instructed. Prior to the Shareholders’ Meeting, the proxy and instructions for the voting
right proxiés named by the company may be transmitted by Tuesday, 29 April 2008, 12:00 a.m.,
in writing, by telefax or in electronic form to the above Internet address.

Please note that the voting right proxies will not accept requests to speak or to ask questions or put
forward propositions, and will not support procedural propositions and unannounced propositions

by shareholders.

We will provide our shareholders with further details, as well as forms for the issuance of proxies
and instructions, under the same cover as the invitation io the Shareholders’ Meeting.
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Propositions, nominations and shareholders’ requests

Propositions by shareholders within the meaning of Sec. 124 of the Stock Corporation Act, or
nominations within the meaning of Sec. 127 of the Stock Corporation Act, are to be addressed
exclusively in writing to MTU Aero Engines Holding AG either al the address:

MTU Aere Engines Holding AG
Department Investor Relations
Dachauer Strafie 465
D-80995 Minchen

Germany

or by telefax at the fallowing number:
Fax: +49/(0)89/1489-2172

or in electronic form to the following e-mail address:
hauptversammlung2008@mtu.de

Propositions and nominations otherwise addressed will not be taken into account for the dis-
closure of documents in accordance with Sec. 126 and 127 of the Stock Corporation Act. Pro-
positions and nominations by shareholders regarding the items of the Agenda which are subject
to disclosure and which are received at the above address by Tuesday, 15 April 2008 at the latest,
including the name of the relevant shareholder, the reasons given and any opinion of the manage-
ment expressed thereon, will be published without delay after their receipt at the following Inter-
net address:
www.mtu.de/hv

Notice in accordance with Sec. 30b (1) no. 1 of the Securities Trading Act (WpHG)
In accordance with Sec. 30b {1} no. | of the Securities Trading Act in the version of the Transpa-
rency Directive Transposition Act, we are in a position to state as follows:

At the time of the convocation of the 2008 Shareholders’ Meeting, MTU Aero Engines Holding AG
has issued a total of 55,000,000 shares, granting 55,000,000 votes. The company had 4,980,091
own shares at the time of convocation. The company has no voting rights from these own shares.

Munich, March 2008
MTU Aero Engines Holding AG

The Management Board
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How to find us

Olympiapark

===
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Bgn- Rosenkavalier
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Taxi — from the airport
ong way approximately about 45.00 - 50.00 £uro

Public Transportation
Underground:  hne 4 to "Arabellapark”

Bus: fferant ines to “Arabellapark”, “Fffner-
platz”, "Denningerstrasse”

Tram: ling 18 andg 20 to “Effnerplatz”

By Car \

Coming from the motorway Stuttgart A8 - go siraight
until "VerdistraBa” pass the "Botanischer Garten” and

follow the diraction motorway Nirnberg. When you raach

the *Mittlerer Ring” go ahead unti *Patueiring” and “Isarring”
untif you gat to the district Bogenhausen. At tha “Effnerplatz”
turn faft to the "Effnerstrale™ and immediately turn right into
the “Englschalkinger Strafie”. The lirst road on the right hand
side is called “Arabellastrafie”,

Coming from the motorway Niimberg A9 - follow the
exit *Féhringer Ring/Franklurter Ring”. Being on the
‘Féhringer Ring" go ahaad until you gat to the district
Bogenhausen. At the junction on the *Effnerplatz” turn
left twice. From the “EffnerstraBe” immediately turn right
into the “Englschalkinger StraBe”. The lirst road on tha
right hand side is called “Arabellastrae .

Coming from the motorway Saltburg A8 - go straight
until you roach the "Mittlerar Ring Ost" follow the SInnstrucker
Ring", “Leuchtenbergring ", Richard-Strauss-Strafle”, unlil you
get 1o the district Bogenhausen. At the *HypoVereinsbank”
buitding turn right into the "Denninger Strafe ™. At the third
tratfic light turn feft into the "Arabellastrafe”.

Coming from the motorway Garmisch A95 - go straight
until you reach the “Mittlerer Ring Sid” and follow the direction
motorway Passeu, Foliowing the “nnsbrucker Ring”, *Leuchten-
bargring”, "Richarg-Strauss-Strafe ", until you get to the district
Bogenhausen. At the "Hypovareinsbank” building turn right into
the "Denninger StraBe . Al the third traffic iight

turn left into the “Arabeliastralle”.

Coming from the motorway Lindau A%6 - you reach
automatically the "Mittlerer Ring™. Yau folfow the diraction
to motorway Nirmberg passing by the "Olympiapark”.
Following "Petuelring” and "isarring ™ untif you reach the
district Bogenhausen, Al the “Elfnerplaiz” turn jeft into
the *EffnerstraBe™ and immediately turn right inta the
*Engiscnatkingar Strafa”. The first roac on the right

hand side is called "Arabellastralio”,

e
®
ArabellaSheraton
Grand Hotel

L L]
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Bundesanzeiger ..

Die auf den folgenden Seiten gedruckte Bekanntmachung entspricht der Verdffentlichung im
Elektronischen Bundesanzeiger.

Daten zur Verdffentlichung:
Verdffentlichungsmedium:  Internet

Internet-Adresse: www.ebundesanzeiger.de
Veréftentlichungsdatum: 18. Marz 2008
Rubrik: Aktiengesellschaften

Art der Bekanntmachung:  Hauptversammiung
Veréffentlichungspflichtiger: MTU Aero Engines Holding AG, Mdnchen

Fondsname:

ISIN:

Auftragsnummer: 080312034896

Verlagsadresse: Bundesanzeiger Verlagsges. mbH, Amsterdamer Straf3e 192,

50735 Kéln

Dieser Beleg Uber eine Verdffentlichung im elektronischen Bundesanzeiger hat Dokumentencharakter
fur Nachweiszwecke. Wir empfehlen daher, diesen Beleg aufzubewahren. Zusatzliche beim Verlag
angeforderte Belege sind kostenpflichtig.

— Seita 1 von 2 =
Fir MTU Aero Engines Holding AG verdifentlicht am 18. Mérz 2008.
Auftragsnummer: 080312034856
Quelle: elektronischer Bundesanzeiger




Bundesanzeiger

MTU Aero Engines Holding AG
Miinchen

WKN AOD 9PT
ISIN DEOUOAODIPTO

Berichtigung der Einberufung zur Hauptversammlung vom 14. Miirz 2008

Die in der vorgenannten Var‘cil'fentlichung enthaltene Mitteilung gem. § 30b Abs. 1 Nr. | WpHG ist wie folgt zu berichtigen:
Mitteilung gemif § 30b Abs. 1 Nr. 1 WpHG
GemiB § 30b Abs. 1 Nr. 1| WpHG in der Fassung des Transparenzrichilinie-Umsetzungsgesetzes teilen wir mit:

Zum Zeitpunkt der Einberufung der Hauptversammlung besteht das Grundkapital der Gesellschaft aus 52.000.000 auf den Namen
lautenden Stiickaktien. Von diesen Aktien sind zurzeit lediglich 50.019.909 Aktien stimmberechtigt, da das Stimmrecht aus
1.980.091 von der Gesellschaft gehaltenen eigenen Aktien nicht ausgeiibt werden kann,

Miinchen, im Miirz 2008
MTU Aero Engines Holding AG

Der Vorstand

— Seita 2 von 2 =
Fiir MTU Aero Engines Holding AG verdfentlicht am 18. Marz 2008.
Auftragsnummer: 080312034896
Quelle: elektronischer Bundesanzeiger
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MTU Aero Engines Holding AG
Miinchen
WKN AOD 9PT
ISIN DEOOOAODIPTO

Correction of the Invitation to the Ordinary Shareholders’ Meeting from 14 March 2008

The notification according to Sec. 30b (1) no. 1 of the Securities Trading Act (WpHG) con-

tained in the above mentioned announcement has to be corrected as follows:

Notice in accordance with Sec. 30b (1) no. 1 of the Securities Trading Act

In accordance with Sec. 30b (1) no. 1 of the Securities Trading Act in the version of the

Transparency Directive Transposition Act, we are in a position to state as follows:

At the time of the convocation of the 2008 Shareholders’ Meeting, the company’s share capi-
tal consists of 52,000,000 perscnal shares. From these 52,000,000 personal shares only
50,019,909 have voting rights because the 1,980,091 personal shares held by the company
have no voting rights.

Munich, March 2008
MTU Aero Engines Holding AG
The Management Board




Amtsgericht Miinchen

Liste des Aufsichtsrats nach § 106 AktG

1. Februar 2008

Name

Vorname

ausgeubter Beruf

Wohnanschrift

Geburtsdatum

Eberhardt

Klaus

Vorsitzender des Vorstandes
Rheinmetall AG

Vorsitzender des Aufsichtsrats

der MTU Aero Engines Holding AG

Gerlingen

24.02.1948

Hillreiner

Josef

Vorsitzender des Konzernbetriebsrats
der MTU Aero Engines GmbH, Miinchen
Stellvertr. Vorsitzender des Aufsichtsrats
der MTU Aero Engines Holding AG

Ried

18.04.1954

Flassbeck

Harald

Erster Bevolimachtigter der |G Metall
Verwaltungsstelle Minchen

Minchen

01.11.1947

Frohlich

Babette

Ressortleiterin beim Vorstand der
1G Metall, Frankfurt

Frankfurt am Main

16.10.1965

Geillinger

Dr. Jirgen M.

Vorsitzender der Geschaftsleitung der
INA-Holding Schaeffler KG, Herzogenau-
rach . o

Herzogenaurach

24.07.1959

Hughes

Louis R.

Chief Executive Officer der GBS
Laboratories, LLC., Herndon, Virginia

Winnetka, lllinois,
USA

10.02.1949




Keller Michael Leiter Rotor/Stator und Produktions- Aindling 23.11.1955
service der MTU Aero Engines GmbH,
Minchen
Kroll Prof. Dr. .| Ehemaliger Prasident der Helmholtz- Marburg 30.05.1938
Walter Gemeinschaft Deutscher Forschungs-
zentren e.V., Bonn :
Mailer Josef Freigestellter Betriebsrat der MTU Aero Hirschenhausen 25.06.1964
Engines GmbH, Miinchen
Sroka Gilinter Ehem. Vorsitzender des Konzern- Dachau 12.03.1945
betriebsrats der MTU Aero Engines
GmbH, Minchen
Stark Udo ~ |Ehem. Vorsitzender des Vorstands Manchen 21.11.1947
der MTU Aero Engines Holding AG,
Minchen
Steffens Prof. Dr.-Ing.  |Ehem. Vorsitzender der Geschifts- Bernried 08.02.1950
Klaus fihrung der MTU Aero Engines GmbH,
Miinchen

Mlnchen, 25. Februar 2008

Der Vorstand der MTU Aero Engines Holding AG
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mm\o:@a\ Reiner Winklér
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Aero Engines

www.mtu.de | March 19,2008 | & Print

MTU Aero Engines improves earnings and continues its
profitable growth

EBITDA margin on target in 2007 at 15.3% - and expected to stay within
target corridor of 14-15% in 2008

Net income expected to increase in 2008 by almost 20% te around €180
million

Share huyback program to continue

Munich, March 13, 2008 — MTU Aero Engines Holding AG is striving for further
profitable growth in 2008. Revenues are expecled lo remain at the previous
year's level, which corresponds to a growth rate of approximately 6% after
adjustments for the effect of the U.S. dollar exchange rate. MTU anticipates that

adjusted EBITDA! in 2008 will remain close to the previous year's level of €390
million, despite a significant increase in research and development and the
effects of the U.S. dollar exchange rate. MTU expects to generate a net income
for the year in the region of €180 millicn, which represents an increase of aimost
20%. This forecast was published by MTU on Thursday, March 13, 2008 at its
annual results press conference.

MTU's revenues in 2007 improved by 7% from €2,416.2 million to €2,575.0
million, and were therefore in line with the company’s estimated target of around
€2.6 billion. Without the U.S. dollar exchange rate effect, this increase would
have been even higher, at roughly 15%. There was a pronounced rise in
adjusted EBITDA, which grew at a rate of 24% to €392.9 million (2006: €318.2
million). MTU thereby exceeded its forecast of €385 million, which had been
raised in the course of the year. The company’s underlying net income also
increased significantly, improving by 22% from €121.8 million in 2006 to €148.2
million in 2007.

“2007 has been yet another successful business year for MTU,” said Egon
Behle, CEQ of MTU Aero Engines Holding AG. “We intend to stay on this
positive course in 2008, Our prime objective is to expand on the basis of our
good market position in the commercial and military engine business and to
achieve profitable growth. However, the U.S. dollar exchange rate cancels out
this growth when seen in terms of the euro. Therefore further cost-oplimization
measures will be necessary.”

The greatest contribution to these positive results is expected to come from the
commercial engine business. MTU is reckoning on stable development of its
commercial maintenance activities and in the military sector. MTU intends to
increase its investments in 2008 to above the average level. Plans especially
include strategic investments such as the acquisition of additional shares in
engine programs, expansion of facilities at MTU Maintenance Hannover, and the
construction of the new plant in Potand. Despite this expenditurs, free cash flow
is expected to reach an amount of approximately €100 million.

Distinct improvement in revenues from the commercial OEM business

Strong growth in the commergial engine business played a significant role in
boosting revenues in 2007. MTU’s revenues from this activity improved by 11%
compared to the previous year, rising from €993.5 million to €1,102.0 million.
Discounting the effect of the U.S. dollar exchange rate, this increase amounted
to 21%. The main contributors to these revenues, which derived both from new
engine and spare parts sales, were the V2500 (Airbus A320 family), PW2000
{Boeing 757 and C-17) and CF6-80C (Boeing 747, Airbus A300, A310 and
A330) programs, and the start of volume production of the GP7000 engine for
the Airbus A380.

A 2% increase in revenues to €497.5 million (2006: €489.6 million) was recorded

http://www.mtu.de/en/press/actual_news/news3/index.html?print=1
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assured a steady flow of revenue from the EJ200 engine. Revenues were also
boosted by the MTR320 engine for the Tiger combat helicopter.

QOverall, MTU's revenues in the OEM segment grew by 8% from €1,483.1 million
in 2006 to €1,599.5 million in 2007.

In the commercial MRO business, revenues increased by 5% from €954,7 million
to €1,004.7 million, which is a slightly lower result than expected. Contributing
factors were the strength of the euro and unexpected problems that arose in
connection with the introduction of new software and logistics systems and the
related, essential adaptation of processes at MTU Maintenance Hannover. A
significant propertion of commercial MRO revenues were generated by the
V2500 and CF6 engine programs. Adjusted to eliminate the effect of the U.S.
dollar exchange rate, commercial maintenance revenues increased by around
15%.

High order backlog as a basis for continuing positive business development
At December 31, 2007, the order backlog amounted to €3,311.1 million or 1.3
times annua! revenues. The equivalent figure after adjustments for the U.S.
dollar exchange rate was €3,513.3 million, which represents an increase over
the 2006 order backlog of €3,342.3 million.

In the commercial MRO business, the volume of orders under engine
maintenance agreements increased in the financial year 2007 to U.S. $7,426.6
million. Two new contracts in particular were responsible for this 53% increase:
firstly a contract from JetBlue Airways for the maintenance of V2500 engines,
which is the largest-ever maintenance contract in MTU’s history, and secondly a
cooperation agreement with the Indonesian maintenance operator Garuda
Maintenance Facilities (GMF) AeroAsia, under which MTU is a strategic partner
responsible for the maintenance of CFM56-3 engines belonging to Indonesian
airlines.

Significantly improved operating results

MTU has continued to improve its profitability in 2007, increasing its EBITDA
margin to 15.3% (2006: 13.2%), thus easily meeting the set target of 14-15%.
“This positive result demonstrates the effectiveness of our program to increase
efficiency and profitability, which will enable us to achieve annual savings of €50
million from 2008 onward,” said Chief Financial Officer Reiner Winkler. “We
intend to introduce further cost-optimization measures to counteract the
weakness of the U.S. doltar. And our new plant in Poland will help us to improve
efficiency over the long term. We expect our EBITDA margin to remain within the
target corridor of 14-15% in 2008."

The OEM business, which increased its operating profit by 40%, made major
contributions to the group’s good operating results in the financial year 2007.
This segment’s EBITDA margin consequently amounted to 19.1%. As the result
of additional costs occasioned by the introduction of new software and logistics
systems at MTU Maintenance Hannover, the operating profit of the commercial
MRO business decreased by 15% compared with the previous year. The
EBITDA margin for this segment amounted to 8.7%.

Proposed dividend of €0.93 per share

MTU's good operating profit is reflected in the group’s net income, which
improved to €154.1 million. "We would like our shareholders to share in this
profit, and will therefore be proposing a dividend payment of €0.93 per share at
the Annual General Meeting. This represents an increase of 13% over the
amount paid out in 2006," says Winkler.

11% of CEM revenues put into research and development

In 2007, research and development expenses amounted to €176.4 million, which
is 4% higher than the previous year's level of €169.9 millicn. This corresponds to
11% of revenues from the OEM business, which is where these research and
development expenses were incurred. Company-funded R&D accounted for
€88.8 million of this total amount. The main focus of these activities lay on
technologies for the next generation of engines, and work on the development
programs for the TP400-D6 engine for the Airbus A4G0M military transporter and
MTR390 Enhanced, the higher-performance version of the MTR390.

Investing in the future

MTU's capital expenditure on fixed assets amounted to €106.1 million in 2007
{2006: €114.1 million}. The main targets for these investing aclivities were the

http://www.mtu.de/en/press/actual_news/news3/index.html?print=1 19.03.2008
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Hannover and the acquisition of additional shares in engine programs.

Stable workforce
Al the end of 2007, MTU had 7,130 employees. This is approximately the same
level as in the previous year, when the number of employees stoed at 7,077,

Share buyback program continues

In 2007, MTU purchased 4.3 million treasury shares in the context of its share
buyback program. By the end of March 2008, this number will have risen to
around 5 million. MTU intends to call in 3.0 million of these shares, thus
concluding the share buyback program authorized by the Annual General
Meeting in 2007, Further purchases of treasury shares are planned. The Board
of Management will therefore ask the Annual General Meeting to accord the
appropriate authorization to buy back shares representing a further 10% of the
company's stock capital.

MTU Aero Engines — Key financial data for 2007

{ Figures quoted in € miflion, calculated on a comparable basis, statements
prepared in accordance with IFRS. Figures calculated on a comparable basis
apply adjustments to the IFRS consolidated results to exclude restructuring and
transaction costs, capitalized R&D costs, and the effects of IFRS purchase
accounting. )

MTU Aero Engines 2007 2006 Change
Revenues 25759 2,416.2 +6.6%
of which OEM business 1,599.5 1,483.1 +78%
of which commercial 1,102.0 993.5 +10,9%

engine business

of which military 497.5 489.6 +1.6 %
engine business

of which commercial 1,004.7 954.7 +52%
MRO business
EBITDA (calculated on a 3929 318.2 +235%

comparable basis)

of which OEM business 3057 217.7 +40.4 %

of which commercial 87.9 103.4 -15.0 %
MRO business

EBITDA margin (calculated 15.3 % 13.2%
on a comparable basis)

in the OEM business 19.1% 14.7 %
in the commercial MRO 8.7 % 10.8 %
business

http://www.mtu.de/en/press/actual_news/news3/index.html?print=1 19.03.2008



Net income (IFRS)

Net income {(underlying)

Earnings per share
{adjusted)

Free cash flow

Research and
development expenses

of which
company-funded R&D

of which
outside-funded R&D

Capital expenditure

Crder backlog, adjusted to
eliminate effects of U.S.
dollar exchange rate

Order backlog

of which OEM bhusiness

of which commercial MRO
business

Value of MRO contracts on
engines for which
maintenance agreements
are in place, in U.S. %

Employees

Outlook 2008

in € million

Revenues

EBITDA (adjusted)

Free cash flow

1541

148.2

€2.83

131.7

1764

88.8

87.6

106.1

Dec. 31, 07

3,513.3

33111

3,216.8

94.7

7.426.6

7,130

2007

2,575.9

392.9

131.7

89.1

121.8

€2.25

116.7

169.9

80.6

89.3

114.1

Dec. 31,06

3,342.3

3,342.3

3,218.4

1241

4,847.0

7.077

+73.0%

+21.7 %

+25.8 %

+138%

+38%

+10.2 %

-1.9%

-7.0%

Change

+51%

-09%

-0.05%

-23.7 %

+53.2%

+0.7%

Outlook 2008

~ 2,600

~ 390

~ 100

http://www.mtu.de/en/press/actual_news/news3/index.htm]?print=1
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Net income {underlying) 148.2

Net income 154.1 ~ 180

MTU Aero Engines is the leading German manufacturer of aircraft engines and a
major player in the industry. Together with its affiliates, the company maintlains a
presence in all essential markets and regions. In the commercial engine sector,
MTU has close working ties with the world's major aero engine manufacturers ~
General Electric, Pratt & Whitney and Rolls-Royce. In the military sector, MTU is
the lead industrial partner for almost every type of engine operated by the
German armed forces, and an important partner in all major military aero engine
programs in Europe. MTU is the world's largest independent provider of MRO
services for commercial aero engines. The company is a technological leader,
excelling in the specialist areas of high-pressure compressors, low-pressure
turbines, engine control and monitoring systems, manufacturing processes, and
repair techniques.

Contact for media representatives:

Eckhard Zanger

Senior Vice President Corporate Communications and Investor Relations
Phone: + 49 89 14 89-91 13

Fax: + 49 89 14 89-21 72

Eva Simon

Press Officer Finance
Phone: +49 89 14 89-43 32
Fax: +49 B9 14 89-87 57

Contact for Investors and Analysts:
Inka Koljonen

Head of Investor Relations

Phone: + 49 89 14 89-83 13

Fax: + 49 89 14 89-9 50 62

Claudia Heinle

Investor Relations

Phone: + 49 89 14 89-39 11
Fax: + 49 89 14 89-9 93 54

The Annual Report can be downloaded from the internet at www.mtu.de under
investor Relations. It is available in PDF format or alternatively, from mid-April
2007, in hardcopy print format.

Cautionary note regarding forward-looking statements

Certain of the statements contained herein may be statements of future
expectations and other forward-looking statements that are based on
management’s current views and assumptions and involve known and unknown
risks and uncertainties that could cause actual results, performance or events to
differ materially from those expressed or implied in such statements. Actual
results, performance or evenls may differ materially from those in such
statements due to, without limitation, competition from other companies in MTU
Aero Engines’ industry and MTU Aero Engines’ ability to retain or increase its
market share, the cyclicality of the airline industry, risks related to MTU Aero
Engines’ participation in consortia and risk and revenue sharing agreements for
new aero engine programs, risks associated with the capital markets, currency
exchange rate fluctuations, regulations affecting MTU Aero Engines’ business
and MTU Aere Engines' ability to respond to changes in the regulatory
environment, and other factors. Many of these factors may be more likely to
occur, ar more pronounced, as a result of terrorist activities and their
consequences.MTU Aero Engines assumes no obligation to update any forward-
looking statement.

T EBITDA = Eamings before interest, lax, depreciation and amortization,

http://www.mtu.de/en/press/actual_news/news3/index.html?print=1
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© MTU Aero Engines GmbH 2008
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Jahresabschluss

zum 31. Dezember 2007

MTU Aero Engines
Holding AG
Munchen
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in Tausend Euro

AKTIVA

Anlagevermdgen
Finanzanlagen

Umlaufvermégen
Forderungen
Eigene Aktien
Zahlungsmittel

Bilanz zum 31. Dezember 2007

An-
hang

Rechnungsabgrenzungsposten (4)

PASSIVA

Eigenkapital
Gezeichnetes Kapital
Kapitalriicklage
Gewinnricklagen
Bilanzgewinn

Rickstellungen
Riickstellungen fir Pensionen
Ubrige Riickstellungen

Verbindlichkeiten
Verbindlichkeiten gegeniiber
Kreditinstituten

Ubrige Verbindlichkeiten

Jahresabschluss der MTU Aero Engines Holding AG, Mlnchen

Stand
31.12.2007
722.454
1.577
156.353
0
157.930
14.391}
894,775
55.000
331.032
199.352
47.178
632.562
4,425
43.248
47.673
4
214.536
214,540/
804,775

Stand
31.12.2006

731.240

39.182
42 697
18

81.897

0

813.137

55.000
427.084
67.324

43.746

593.154

3.837

6.122

9.959

0
210.024

210.024
813.137
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Gewinn- und Verlustrechnung fiir das Geschaftsjahr 2007
in Tausend Euro

An- 2007 2006

hang
Umsatzerldse {9) 8.714 7.498
Allgemeine Verwaltungskosten {10) -11.311 -10.500
Sonstige betriebliche Ertréage 74 150
Sonstige betriebliche Aufwendungen (11) -3.481 -9
Finanzergebnis (12} 135.841 96.334
Ergebnis der gewdhnlichen
Geschiftstitigkeit 129.837 93.473
Steuern vom Einkommen und vom Ertrag {13) -64.430 -25.100
Jahresiiberschuss 65.407 68.373
Gewinnvortrag 143 0
Entnahme aus Kapitalriicklage 113.656 38.871
Entnahme aus anderen Gewinnriicklagen 0 3.826
Einstellungen in die Riicklage
fir eigene Aktien -113.656 -42.697
Einstellungen in andere Gewinnricklagen -18.372 -24.627
Bilanzgewinn ‘ {(14) 47.178 43.746
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Anhang
Grundlagen und Methoden

Der Jahresabschluss der MTU Aero Engines Holding AG, Minchen, wird nach han-
dels- und aktienrechtlichen Rechnungslegungsvorschriften aufgestelit. Die in der Bi-
lanz und in der Gewinn- und Verlustrechnung, die nach dem Umsatzkostenverfahren
gegliedert ist, zur Verbesserung der Ubersichtlichkeit zusammengefassten Posten
sind im Anhang gesondert aufgefihrt und erlautert.

Grundlagen der Bilanzierung

Die MTU Aero Engines Holding AG, Minchen, ist eine groRe Kapitalgesellschaft ge-
mafR § 267 Abs. 3 Satz 2 HGB.

Die Bilanzierungs- und Bewertungsmethoden haben wir im Berichtsjahr unverdndert
gegeniber dem Vorjahr beibehalten.

Die Bewertung der Anteile an verbundenen Unternehmen erfolgt zu Anschaffungs-
kosten.

Die Forderungen und Zahlungsmittel sind mit dem Nennbetrag angesetzt.

Die eigenen Aktien sind zu Anschaffungskosten zuzlglich Anschaffungsnebenkosten
oder niedrigeren Marktwerten bewertet.

Pensionsriickstellungen werden versicherungsmathematisch geman IAS 19 mit ei-
nem Rechnungszinsfull von 5,25% (Vorjahr: 4,5%) auf Basis der Richttafeln 20056G
von Dr. Klaus Heubeck ermittelt.

Die Ubrigen Riickstellungen sind nach den Grundséatzen verntinftiger kaufméannischer
Beurteilung ermitielt.

Die Ubrigen Verbindlichkeiten sind mit ihren Rickzahlungsbetridgen angesetzt.

Der Jahresabschluss wird in Euro aufgestellt. Alle Betrage werden auf Tausend-Euro
(TEuro) gerundet angegeben, soweit nichts anderes vermerkt ist.

Elektronischer Bundesanzeiger

Der von Deloitte & Touche GmbH, Wirtschaftsprifungsgesellschaft, Minchen, mit
dem uneingeschrankten Bestdtigungsvermerk versehene Jahresabschiuss der MTU
Aero Engines Holding AG, Minchen, wird im elektronischen Bundesanzeiger verof-
fentlicht. Dardber hinaus kann dieser Abschiuss bei der MTU Aero Engines Holding
AG, 80995 Miinchen, angefordert werden.
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Erlduterungen zur Bilanz der MTU Aero Engines Holding AG

(1) Finanzanlagen

Kapital- Buchwert Ergebnis Eigenkapital
anteil der Gesellschaft  der Gesellschaft
31.12.2007 [ 31,12.2007 2007 31.12.2007
in % TEuro TEuro TEuro
MTU Aeroc Engines GmbH, Miinchen ) 100,00 720,654 0 720.654
MTU Aero Engines Finance B.V., Amsterdam 100,00 1.800 88 1.888
722.454 88 722.542

*) mit der Geselischaft besteht ein Gewinnabfiihrungsverirag

Nachstehend wird die Entwicklung der Finanzanlagen erlautert:

Anlagevermégen der MTU Aero Engines Holding AG
in Tausend Euro

Anschaffungskosten Buchwerte
1.1.2007 Zuginge Abginge 31.12.2007 31.12.2007 31.12.2006
Finanzanlagen
Anteile an verbundenen Unternehmen 731.240 722454 731.240 722454 722.454 731.240

Neugriindung

Mit Wirkung zum 19. Januar 2007 wurde die MTU Aero Engines Finance B.V., Ams-
terdam, Niederlande, mit einem Stammkapital von 18 TEuro gegriindet. Zum 8. Mai
2007 wurden 1.782 TEuro in die Kapitalricklage der Gesellschaft eingezahit. Ge-
genstand der Gesellschaft ist die operative Unterstiitzung in Finanzierungsfragen
aller Art sowohl fur mit der Gesellschaften verbundene Unternehmen, als auch fir
Dritte. Die Gesellschaft befindet sich zu 100% im Besitz der MTU Aero Engines Hol-
ding AG, Miinchen, und ist im Jahresabschluss 2007 erstmalig enthalten.

Verschmelzung

Mit notariellem Vertrag vom 21. Juni 2007 wurde die MTU Aero Engines Investment
GmbH, Minchen (Ubertragende Gesellschaft), auf die MTU Aero Engines Holding
AG, Miinchen (ibernehmende Gesellschaft), im Wege der Aufnahme durch Ubertra-
gung des Vermdgens der Ubertragenden Gesellschaft als Ganzes ohne Abwicklung
auf die Ubernehmende Gesellschaft verschmolzen (Verschmelzung durch Aufnah-
me). Der Verschmelzung wurde die Schlussbilanz der Gbertragenden Gesellschaft
zum 31. Dezember 2006 zugrunde gelegt. Die Verschmelzung erfolgte im Innenver-
héltnis schuldrechtlich und steuerlich mit Wirkung zum 1. Januar 2007 (Verschmel-
zungsstichtag).

Jahresabschluss der MTU Aero Engines Holding AG, Minchen Seite 6 von 31




(2) Forderungen

31.12.2007 31.12.2006
TEuro TEuro

Forderungen gegen verbundene
Unternehmen o 27.676
Sonslige Vermégensgegenstinde 1.577 11.506
Forderungen 1.577 39.182

Die Forderungen gegen verbundene Unternehmen betrafen die Forderungen aus
Steuerumlagen und Gewinnabfliihrung mit der MTU Aero Engines Investment GmbH.
Die sonstigen Vermdgensgegenstande betreffen Umsatzsteueranspriche.

(3) Eigene Aktien

Die Gesellschaft wurde in der Hauptversammlung vom 27. April 2007 ermachtigt, fur
die Zeit vom 28. Aprit 2007 bis einschlieflich zum 27. Oktober 2008 gemal § 71 Abs.
1 Nr. 8 AktG eigene Aktien mit einem anteiligen Betrag des Grundkapitals bis zu 10
Prozent des bei der Beschlussfassung bestehenden Grundkapitals der Gesellschaft
zu erwerben. Der Erwerb kann nach Wahl des Vorstands Uber die Borse oder mittels
eines an samtliche Aktionare gerichteten offentlichen Kaufangebots (oder — soweit
rechtlich zuldssig — der &ffentlichen Aufforderung zur Abgabe eines Verkaufsange-
bots) erfolgen. Der Gegenwert fir den Erwerb dieser Aktien darf den Borsenkurs um
nicht mehr als 10 Prozent Ober- bzw. unterschreiten, wobei etwaige Erwerbsneben-
kosten auller Ansatz bleiben. Als mafllgeblicher Bérsenkurs im Sinne der vorstehen-
den Regelung gilt dabei im Falle eines Erwerbs (iber die Borse der Mittelwert der Akti-
enkurse in der Schlussauktion im XETRA-Handel (oder einem vergleichbaren Nach-
folgesystem) wahrend der letzten drei Bérsenhandelstage vor dem Erwerb der Aktien.
Im Falle eines Erwerbs mittels eines an sadmtliche Aktiondre gerichteten 6ffentlichen
Kaufangebots (oder der offentlichen Aufforderung zur Abgabe eines Verkaufsange-
bots) gilt der Mittelwert der Aktienkurse in der Schlussauktion im XETRA-Handel (oder
einem vergleichbaren Nachfolgesystem) wahrend der letzten drei Bérsenhandelstage
vor der Verdffentlichung des Angebots als maligeblicher Bérsenkurs.

In Ausiibung der Erméachtigung hat der Vorstand der MTU Aero Engines Holding AG
beschlossen, Aktien Uber die Borse zurick zu kaufen. Bis zum 31. Dezember 2007
wurden insgesamt 4.383.022 Aktien, d.h. 8% des Grundkapitals, zu einem durch-
schnittlichen Kurs von 36,61 € erworben. Der hierflr insgesamt aufgewendete Betrag
in Héhe von 156.353 TEuro wurde erfolgsneutral im Eigenkapital in der Position ,Ei-
gene Anteile” ausgewiesen. Der Erwerb erfolgte zur Ausgabe von Aktien im Rahmen
des Matching Stock Program sowie zur Ausgabe von Aktien im Rahmen der vertrag-
lichen Verpflichtungen der Wandelschuldverschreibung. Im Rahmen der Ausiibung
der ersten Tranche aus dem Matching Stock Program wurden im Juni 2007 hingegen
112.612 Aktien (Vorjahr: 0) ausgegeben. Diese wurden mit den dafir aufgewendeten
Anschaffungskosten wieder ausgebucht.
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Aufgrund des Aktienrlickkaufs ergab sich fur das Geschéftsjahr 2007 eine gewichte-
te, durchschnittliche und im Umlauf befindliche Aktienanzahl von 52.295.450 Stick
(Vorjahr: 54.216.897). Zum Bilanzstichtag waren 50.729.590 (Vorjahr: 53.349.117)
Aktien im Nennwert von einem Euro ausstehend und dividendenberechtigt.

2007 2006
Stand Riickkauf / Stand Stand Rick- Stand
Monats- Ausibung Monats- Manals- kauf Monals-
in Stitck anfang MSP ende anfang ende
Stand 1. Januar 2007 53.349.117 -1.650.883 55.000.000 55.000.000
Riickkauf und Ausgabe von Aktien
Januar 53.349.117 53.349.117 55.000.000 55.000.000
Februar 53.349.117 -73.020 53.276.097 55.000.000 55.000.000
Mérz 53.276.097 -101.258 53.174.839 55.000.000 55.000.000
April 53,174,839 53.174.839 55.000.000 55.000.000
Mai 53.174.839 -78.000 53.006.839 55,000.000 -170.130 54.829.870
Juni 53.096.839  -218.477 52.880.362 54,829.870  -570.463 54.258.407
Juni (Ausibung MSP *} §2.880.362 112.612 52.992.974 54,269,407 54.259.407
Juli 52,092,974  -347.246 52.645.728 54.250.407  -238.916 54.020.491
August 52.645.728  -916.992 - 51.728.736 54,020.431 -270.496 53.749.995
September 51,728.736  -250.460 51.478.276 53.749.995  -235.110 53.514.885
Oktaber 51.478.276  -314.504 51.163.772 53.514.885 53.514.885
November 51.163.772  -429.182 50.734.590 53.514.885  -150.768 53.364.117
Dezember 50.734.590 -5.000 50.729.590 53.364.117 -15.000 53.349.117
Rickkauf / Ausiibung MSP -4.270.410 -1.650.883 % l
Gewichteter Durchschnitt/Stand 31. Dezember 2007 52.295.450 54.216.897

(4) Rechnungsabgrenzungsposten

Das aus der Wandelschuldverschreibung erzielte Aufgeld wurde im Zeitpunkt der
Begebung der Wandelschuldverschreibung in Hohe von 17.604 TEuro erfolgsneutral
in die Kapitalriicklage eingestellt. Das Aufgeld wird planmaRig Uber den zur Ermitt-
lung des erzielten Vorteils aus der Unterverzinslichkeit der Anleiheverbindlichkeit
zugrunde gelegten Zeitraum aufgeldst. Zu weiteren Erlduterungen hinsichtlich der
Begebung der Wandelschuldverschreibung wird auf die Erlduterungen zu den ,Ga-
rantieverpflichtungen” verwiesen. Die Auflésung des Rechnungsabgrenzungspostens
erfolgt planmafig Uber den Zeitraum der Laufzeit der Wandelschuldverschreibung.
Erfolgen Wandlungen innerhalb der funfjahrigen Laufzeit wird das Aufgeld aus der
Anleihe anteilig erfolgswirksam aufgelost. Fur das Geschaftsjahr 2007 wurden plan-
mafig 3.227 TEuro ergebniswirksam aufgeldst.
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(5) Eigenkapital

Das Eigenkapital entwickelte sich im laufenden Geschaftsjahr wie folgt:

GeZelctjnetes Pfapltal- Gewinnrilcklagen 8ilanz- Summe
Kapital ricklage gewinn
Andere
Cewinn-

Eigene Aktien  rlicklagen

TEuro TEuro TEuro TEuro TEuro TEuro
rStam:l 01.01.2007 §55.000 427.084 42.697 24.627 43.746 593.1]']54
Dividendenausschittung 2006*) -43.603 -43.603
Gewinnvortrag 143
Erwerb eigene Aktien -113.656 113.656
Aufgeld aus der Ausgabe der
Wandelschuldverschreibung 17.604 17.604
'Jahresuberschuss 2007 18.372 47.035 65.407‘
Stand 31,12.2007 55.000 331.032 156.353 42.999 47.178 632.{'1!621

") Zwischen dem 31, Dezember 2006 und dem Beschluss Uber die Verwendung des Bilanzgewinns wurden wellere eigene Aktien
erworben, die nicht dividendenberechtigt sind. Die au!f diese Aktien entfallenden nicht ausgeschilitelen Dividendenbetréige wurden
auf neue Rechnung vorgetragen.

Gezeichnetes Kapital

Das Grundkapital betragt unveréndert 55.000 TEuro, das sich aus 55 Millionen
Stlickaktien, die auf den Namen lauten, zusammensetzt.

Genehmigtes Kapital

Der Vorstand ist durch Beschluss der Hauptversammlung vom 30. Mai 2005 erméch-
tigt, das Grundkapital mit Zustimmung des Aufsichisrats bis zum 29. Mai 2010 gegen
Bareinlage einmal oder mehrmals um insgesamt bis zu 5.500 TEuro zu erhéhen, wo-
bei das Bezugsrecht der Aktionére ausgeschlossen werden kann {Genehmigtes Ka-
pital 1).

Weiterhin ist der Vorstand durch Beschluss der Hauptversammlung vom 30. Mai
2005 erméchtigt, das Grundkapital mit Zustimmung des Aufsichtsrats bis zum 29.
Mai 2010 gegen Bar- und/oder Sacheinlage einmal oder mehrmals um insgesamt bis
zu 19.250 TEuro zu erhdhen, wobei das Bezugsrecht der Aktionadre ausgeschlossen
werden kann (Genehmigtes Kapital I). Der Vorstand wurde erméchtigt, bis zum 29.
Mai 2010 mit Zustimmung des Aufsichtsrats einmalig oder mehrmals auf den Inhaber
oder auf den Namen lautende Wandelschuldverschreibungen, Genussscheine oder
Gewinnschuldverschreibungen mit oder chne Laufzeitbegrenzung im Gesamtnenn-
betrag von bis zu 750.000 TEuro zu begeben und den Inhabern bzw. Gldubigern von
Wandelschuldverschreibungen und/oder Optionsschuldverschreibungen Wandlungs-
bzw. Optionsrecht in auf den Namen lautenden Aktien der Gesellschaft mit einem
anteiligen Betrag des Grundkapitals von bis zu 29.250 TEuro nach naherer Mallgabe
der Wandel- bzw. Optionsanleihebedingungen zu gewdhren.
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Von dieser Erméachtigung wurde am 23. Januar 2007 durch Ausgabe einer Wandel-
schuldverschreibung im Gesamtbetrag von 180.000 TEurc Gebrauch gemacht (siehe
Erlduterungen zu den Haftungsverhaltnissen).

Bedingtes Kapital

Durch Beschluss der Hauptversammlung vom 30. Mai 2005 wurde ein bedingtes Ka-
pital von 19.250 TEuro geschaffen. Dieses bedingte Kapital dient der Gewahrung
von Aktien an Berechtigte von - gegebenenfalls noch zu begebenden - Wandel-
und/oder Optionsschuldverschreibungen.

Kapitalriicklage

Die Kapitalrticklage enthalt gem. § 272 Abs. 2 Nr. 1 HGB die Aufgelder aus der Aus-
gabe von Aktien in Héhe von 300.000 TEuro und gem. § 272 Abs. 2 Nr. 2 HGB das
Aufgeld aus der Emission der Wandelschuldverschreibung in H6he von 17.604 TEu-
ro. Des Weiteren beinhaltet die Kapitalriicklage Betrage aus Zuzahlungen und Einla-
gen durch Verschmelzungsvorgange von Tochtergesellschaften in Hohe von 165.955
TEuro gem. § 272 Abs. 2 Nr. 4 HGB.

Zum Erwerb eigener Aktien gem. § 71 Abs. 1 Nr. 8 AktG wurden im laufenden Ge-
schéaftsjahr der Kapitalricklage 113.656 TEuro und im Vorjahr 38.871 TEuro ent-
nommen.

Gewinnriicklagen

Einstellung in Riicklage fur eigene Anteile

Im Geschaftsjahr wurden die Anschaffungskosten fiir den Erwerb eigener Aktien in
Hohe von 113.656 TEuro in die Ricklage flr eigene Aktien eingestellt (vergleiche
Erlauterungen zur Kapitalriicklage).

Andere Gewinnricklagen

In die anderen Gewinnricklagen wurde der thesaurierte Teil des Jahresiberschus-
ses 2007 in Hohe von 18.372 TEuro eingestelit.
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Bilanzgewinn

Aus dem Bilanzgewinn in Héhe von 43.746 TEuro erfolgte im laufenden Geschafts-
jahr die Auszahlung der Dividende fir das Geschéfisjahr 2006 in Hohe von 43.603
TEuro. Zwischen dem 31. Dezember 2006 und der Hauptversammlung zuriickge-
kaufte Aktien waren nicht dividendenberechtigt. Der hierauf entfallende, nicht aus-
schittungsféhige Dividendenbetrag in Hohe von 143 TEuro wurde auf neue Rech-
nung vorgetragen. Erhéht hat sich der Bilanzgewinn hingegen um den nach Einstel-
lung in die anderen Gewinnriicklagen verbliebenen Teil des Jahresiberschusses in
Hbéhe von 47.035 TEuro.

(6) Riickstellungen fur Pensionen

Pensionsrickstellungen werden fir Verpflichtungen aus Anwartschaften und aus lau-
fenden Leistungen an berechtigte aktive und ehemalige Organe der MTU Aero Engi-
nes Holding AG sowie deren Hinterbliebenen gebildet. Die Pensionsverpflichtungen
sind nach den Grundsédtzen von IAS 19 bewertet.

Die Hohe der Pensionsverpflichtung (Anwartschaftsbarwert der Versorgungszusagen
bzw. Defined Benefit Obligation) wurde nach versicherungsmathematischen Metho-
den berechnet, fir die Schatzungen unumganglich sind. Dabei spielen neben den
Annahmen zur Lebenserwartung die folgenden Pramissen eine Rolle:

Woeitere Pramissen
31.12.2007  31.12.2006  31.12.2005

Abzinsungsfaktor 5,25%| 4,50% 4,25%
Gehaltstrend 2,50% 2,50% 2,50%
Rententrend 1,75% 1,75% 1,75%

Die Renditen fiir erstrangige, festverzinsliche Industrieanleihen sind gegentber dem
Vorjahreszeitpunkt nochmals angestiegen. Aus diesem Grund wurden die Pensions-
verpflichtungen zum 31. Dezember 2007 mit 5,25% (Vorjahr: 4,5%) diskontiert. Der
Gehaltstrend umfasst erwartete Gehaltssteigerungen, die unter anderem in Abhéan-
gigkeit von der Inflation und der Dauer der Zugehdrigkeit zum Unternehmen jéhrlich
geschatzt werden.

Aus Erhdhungen oder Verminderungen des Barwerts der leistungsorientierten Ver-
pflichtungen kénnen versicherungsmathematische Gewinne und Verluste entstehen,
deren Ursachen unter anderem Anderungen der Berechnungsparameter, Schat-
zungsanderungen beziglich des Risikoverlaufs der Pensionsverpflichtungen und
Abweichungen zwischen dem tatséchlichen und dem erwarteten Ertrag aus dem
Planvermdgen sein kbnnen.

Aufgelaufene versicherungsmathematische Gewinne und Verluste werden, soweit sie
10% des Barwerts der Verpflichtungen nicht Ubersteigen, nicht bilanziert. Versiche-
rungsmathematische Gewinne- oder Verluste, die aulRerhalb dieser Bandbreite von
10% des Verpflichtungsumfangs des leistungsonentierten Pensionsplans liegen,
werden ab dem Foigejahr Uber die durchschnittliche Restlebensarbeitszeit der Be-
legschaft verteilt.
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Zum Bilanzstichtag lag die Rickstellung um 1.387 TEurc (Vorjahr: 1.061 TEuro) ber
dem Barwert der Pensionsverpflichtungen (DBO). Die Erhdhung resultiert aus einer
internen Umbuchung von aufgelaufenen Pensionsverpflichtungen fir ein neu bestell-
tes Vorstandsmitglied. Diese versicherungsmathematischen Gewinne werden ab
dem Geschéftsjahr 2008 in Hohe von 83 TEuro uber die durchschnitiliche Restle-
bensarbeitszeit der Pensionsberechtigten ergebniswirksam verteilt.

(7) Ubrige Riickstellungen

31.12.2007 31.12.2006

TEurc TEuro

Steverrickstellungen 38.583 0
Sonstige Rickstellungen 4.665 6.122
43.248 6.122

In den Steuerriickstellungen sind noch nicht endglltig veranlagte Koérperschaft- und
Gewerbesteuer enthalten.

Die sonstigen Ruckstellungen betreffen im Wesentlichen die Aufwendungen flr er-
folgsabhangige Vergitungen sowie Personalaufwendungen aus der Bewertung fur
das Matching Stock Program (MSP). Zur Verstarkung der wirtschaftlichen Zielerrei-
chung hat die MTU Aero Engines Holding AG als langfristiges Vergitungsinstrument
mit Anreiz- und Risikocharakter das Matching Stock Program (MSP) zur Beteiligung
des Vorstands aufgelegt, das zum Bezug von Phantom Stocks berechtigt.

Zu diesem Zweck hat die MTU Aero Engines Holding AG zum Programmstarn am 6.
Juni 2005 dem Vorstand am Programm eine bestimmte Anzahl von Eigenkapitafin-
strumenten (Phantom Stocks) fir die Dauer von funf Jahren gewahrt die gleichmafig
verteilt Uber diesen Zeitraum zugeteilt werden. Die Gewahrung der Phantom Stocks
setzte zum Programmstart ein eigenes Investment in die Aktien des Unternehmens
durch den Vorstand voraus. Jede aus dem Programm erworbene MSP-Aktie berech-
tigt zum Bezug von sechs Phantom Stocks je zugeteilter Tranche. Die MSP-Aktien
unterliegen grundsatzlich keinerlei Verfigungsbeschrankungen. MSP-Aktien berech-
tigen zur Teilnahme an Dividenden und Bezugsrechten.

Jede Tranche der zugeteilten Phantom Stocks unterliegt einer Austibungssperrfrist
(Vesting Period) von 2 Jahren und kann in Abhangigkeit von der Erreichung des
durchschnittlichen Ausiibungspreises in steuerpflichtiges Entgelt umgewandelt wer-
den. Dieses Entgelt ist verpflichtend zum Erwerb von Aktien der MTU Aero Engines
Holding AG zu verwenden. Der Kauf der Aktien erfolgt im Ausibungszeitpunkt zum
Marktpreis. Die Aktien mOssen nach dem Auslbungszeitpunkt weitere 2 Jahre gehal-
ten werden (Verfligungszeitpunkt).
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Auslibungsbedingungen

Eine im Rahmen des Matching Stock Program zugeteilte Tranche kann ausgelbt
werden, wenn der durchschnittliche, nicht gewichtete Aktienschlusskurs im Xetra-
handel an der Frankfurter Wertpapierborse innerhalb der letzten 60 Handelstage vor
dem Auslibungszeitpunkt der Phantom Stocks Gber dem durchschnittlichen, nicht
gewichteten Aktienschlusskurs der letzten 60 Handelstage vor Zuteilung der Phan-
tom Stocks zuzuglich einem Zuschlag in Hohe von 10% liegt (Basispreis). Die Zutei-
lungen von Phantom Stocks sind daran geknUpft, dass die Mitarbeiter im Unterneh-
men tatig sind.

Neufestsetzung des Ausiibungspreises (Repricing)

Sofern die MTU Aero Engines Holding AG an seine Aktiondre in dem Zeitpunkt zwi-
schen Zuteilung und Auslibung einer Phantom Stock-Tranche Dividenden ausschit-
tet, kann die MTU Aero Engines Holding AG den jeweiligen Basispreis {Auslibungs-
preis) einer Tranche aus dem Matching Stock Program um diejenigen Dividenden-
zahlungen reduzieren, die in die Laufzeit einer Tranche entfallen. Durch die Reduzie-
rung des Basispreises erhéht sich der Ausibungsgewinn entsprechend. Von diesem
Wahlrecht haben Vorstand und Aufsichtsrat durch Beschluss vom 23. Mai 2007 fir
alle noch auszutbenden Tranchen aus dem Matching Stock Program Gebrauch ge-
macht. Aufgrund dieser Anderung wurde der Ausiibungspreis mit sofortiger Wirkung
neu festgesetzt (Repricing).

Bilanzielle Behandlung (Bewertung)

Der beizulegende Zeitwert der Phantom Stocks wird zeitanteilig als Personalaufwand
und gleichzeitig als Rickstellung bis zum Auslibungszeitpunkt {Verfallbarkeit) erfasst.
Der gesamte Aufwand, der Uber den Zeitraum bis zum Ausibungszeitpunkt der
Phantom Stocks zu erfassen ist, ermittelt sich aus dem beizulegenden Zeitwert der
gewahrten Phantom Stocks.

Zum Uberblick der gewahrten und noch nicht ausgeiibten Phantom Stocks wird auf
die Erlduterungen im Vergiutungsbericht verwiesen.
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(8) Ubrige Verbindlichkeiten

31.12.2007 31.12.2006
TEuro TEuro

Verbindlichkeiten gegeniiber
verbundenen Unternehmen
MTU Aero Engines GmbH

Steuerumiagen -64.962 0

Ergebnisabflihrung -82.997 0

New Forex Loan 0 171.691

Verrechnungskonto 176,076 28117 38.329 210.020
MTU Aero Engines Finance B.V.

Darlehen 181.800 0

Zinsen 4.617 186.417 0 0

214.534 210.020

- davon Restlaufzeit bis 1 Jahr 34.534 210.020
- davon Restlaufzeit 1 bis § Jahre 180.000 0
Sonstige Verbindlichkeiten ‘ 2 4
- davon Restlaufzeit bis 1 Jahr 2
- davon aus Stevern 2
Summe Ubrige Verbindlichkeiten 214.536 210.024
- davon Restlaufzeit bis 1 Jahr 34.536 210.020
- tlavon Restlaufzeit 1 bis 5 Jahre 180.000 0
- davon aus Steuern 2 4

Erlduterungen zur Gewinn- und Verlustrechnung der

MTU Aero Engines Holding AG

(9) Umsatzerlose

Die Umsatzeriése entfallen auf an die MTU Aero Engines GmbH berechnete Verwal-
tungskosten in Hohe von 8.714 TEuro. Grundlage hierfir ist das Service Agreement
vom 8. November 2005.

(10) Allgemeine Verwaltungskosten

Die Allgemeinen Verwaltungskosten betreffen insbesondere Aufwendungen, die der

Gesellschaft im Rahmen threr Funktion als Holding und Fihrungsgesellschaft des
MTU-Konzerns entstehen.
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(11) Sonstige betriebliche Aufwendungen

In dieser Position sind Uberwiegend die im Zusammenhang mit der Ausgabe der
Wandelschuldverschreibung entstandenen Transaktionskosten in Hoéhe von 3.300
TEuro, die von der MTU Aero Engines Finance B.V. belastet wurden.

(12) Finanzergebnis

2007 2006

Beteiligungsergebnis TEuro TEuro
Ertrage aus Steuerumlagen 65.018 46.155
Ertrége aufgrund Gewinnabfiihrungsverirag 82.997 56.439
- davon aus verbundenen Unterneshmen 148.015 102.594

148.015 102.594
Zinsergebnis
Sonstige Zinsen und &hnliche Errdge 24,166 114
- davon aus verbundenen Unternehmen 23.679 1)
Zinsen und Shnliche Aufwendungen -36.340 -6.374
- davon an verbundena Unternehmen -11.867 -6.325

-12,174 -6.260
Finanzergebnis gesamt 135.841 96.334

In den Zinsen und ahnliche Aufwendungen ist die Auflésung des Rechnungsabgren-
zungspostens in Hohe von 3.227 TEuro (siehe Textziffer 4) enthalten.

(13) Steuern vom Einkommen und vom Ertrag

2007 2006

TEuro TEuro
Kdrperschaftsteuer und Solidarititszuschlag 27.430 22155
Gewerbesteuer 37.000 24.000
Steveraufwand Ifid. Jahr 64.430 46.155
Kérperschaftsteuer und Solidaritétszuschiag 0 -13.055
Gewerbesteuer | 0 -8.000
Errége aus Steuemn Vorjahre | 0 -21.055
| 64.430] 25100
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Sonstige Angaben

Personalaufwand

2007 2006

TEuro TEuro
Léhne und Gehdlter 8.081 7.781
Soziale Abgaben und Aufwendungen fiir
Altersversorgung und fur Unterstitzung 382 398

- davon fiir Altersversorqung 382 398
8.463 8.179

Beschiftigte

Die Gesellschaft beschaftigte im Geschéftsjahr durchschnittlich vier Mitarbeiter. Die
hier ausgewiesenen aktienbasierten Vergitungen sind mit dem inneren Wert bewer-
tet.

Deutscher Corporate Governance Kodex / Erklarung nach § 161 AktG

Die nach § 161 des Aktiengesetzes vorgeschriebene Erklarung wurde vom Vorstand
und vom Aufsichtsrat abgegeben und den Aktiondren dauerhaft zuganglich gemacht
unter www.mtu.de.

Honorar Abschlusspriifer

Die im Geschéftsjahr als Aufwand gebuchten Honorare des Abschlusspriifers belau-

fen sich auf 167 TEuro und betreffen die Prifung des Jahres- und des Konzernab-
schlusses der MTU Aero Engines Holding AG.
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Angaben zu den Organen der Gesellschaft

Mitglieder des Vorstands

Egon Behle (ab 01.01.2008) Minchen
Vorgitzender des Vorstands der MTU Aero Engines Haolding AG, MUnchen

Udo Stark (bis 31.12.2007) Minchen
Ehematiger Vorsitzender des Vorstands der MTU Aero Engines Holding AG, Minchen

Weltere Mandato
Bilfinger Berger AG
Cognis GmbH

Oystar Hoiding GmbH
Prysmian S.p.A.

Bemnd Kessler {bis 31.10.2007) Minchen
Ehemaliger Vorstand Zivile Instandhaltung der MTU Aero Engines Holding AG, Minchen

Dr. Rainer Martens Minchen
Vorstand Technik der MTU Aero Engines Holding AG, Miinchen

Weitere Mandate

Vorsitzender des Aufsichisrats der MTU Aero Engines Polska Sp. z .0.

Dr. Stefan Weingartner (ab 01.11.2007) Miinchen
Vorstand Zivile Instandhaltung der MTU Aero Engines Holding AG, Minchen
Weitere Mandate

Vorgitzender des
Aufsichtsrates der MTU Maintenance Berlin-Brandenburg GrnbH

Vorsitzender des
Aufsichtsrates der MTU Maintenance Hannover GmbH

Reiner Winkler Miinchen
Vorstand Finanzen und Personal der MTU Aerop Engines Holding AG, Minchen

Jahresabschluss der MTU Aero Engines Holding AG, Minchen Seite 17 von 31




Mitglieder des Aufsichtsrats

Klaus Eberhardt (Vorsitzender ab 01.01.2008, Aufsichtsratsmitglied ab 27.04.2007)
Vorstandsvorsitzender Rheinmetall AG, Disseldor!

Weitere Aufsichtsratsmandate bzw. Mandate bei
vergleichbaren in- und ayslindischen Kontrollgremien
von Wirtschaltsunternchmeon

Districh Walzholz Familienstiftung
Eckart Wilzholz-Junius Familienstitung
Kolbenschmidt Pierburg AG

MTU Aera Engines GmbH

Nitrochemie AG

Nitrochemie Wimmis AG

Qerikon Contraves AG

Johannes P. Huth (Vorsitzender bis 31.12.2007; Aufsichisratsmitglied bis 31.01.2008}
Pariner von Kohlberg Kravis Roberts & Co. Ltd., London
Weitere Mandate

A.T.U. Autg-Toila-Unger Holding GmbH

Deutsche Gesallschalt fir Kunststoll -Recycling mbH
Der Grine Punkt - Duales System Deutschland GmbH
KION Holding 1 GmbH

MTU Aero Enginas GmbH

NXF BV

ProSiebenSatl.1 Media AG

Zumtobe! AG

Josef Hillreiner * (Stellvertretender Vorsitzender)

Worsitzander das Betrisbsrals der MTU Aero Engines GmbH, Minchen
Varsitzender des Konzern-Betriebsrats der MTU Aero Engines GmbH, Minchean
Woitere Mandato

MTU Aero Engines GmbH

Harald Flassheck *

Erster Bovalimachiigier des 1G Metall Verwaltungsstalla Miinchen
Weitere Mandate

EADS Deutschland GmbH

MAN Nutziahrzeuge AG
MTU Aero Engines GmbH

Babette Fréhlich *

Ressorieilerin beim Vorstand dar IG Metall, Frankfurt
Weitere Mandate

KION Group GmbH

KION Holding 1 GmbH

MTU Aerc Engines GmbH

Volkswagen AG

Dr.-Ing. Jirgen M. Geillinger
Vorsitzander der Geschditsleitung der
iNA-Halding Schaeffler KG, Herzogenaurach
Weitere Mandato

MTU Aero Engines GmbH

Jahresabschluss der MTU Aero Engines Helding AG, MUnchen
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Louis R. Hughes

Chief Executive Officer der GBS Laboratories, LCC., Herndon, Virginia
Weltere Mandato

ABB Lid.

AB Electrolux

Akzo Nobel NV,

Maxager Technology

MTU Aero Engines GmbH

Sulzer AG

Michael Keller *

Leiter Rotar/Stator und Produklionsservice der MTU Aero Engines GmbH, Minchen

Woitere Mandate
MTU Aero Engines GmbH

Prof. Dr. Walter Kréil

Ehemaliger Prisident der Helmholtz- Gemeinschaft
Deutscher Farschungszentren e.V., Bonn

Welitere Mandate

MTU Aero Engines GmbH
Siemens AG (bis 24,01.2008)
Wincor Nixdorf AG

Josef Maiter *

Freigesteliter Betriebsrat der MTU Aerc Engines GmbH, Minchen
Mitglied im Konzern-Betriebsrat der MTU Aero Engines GmbH, Manchen
Woitero Mandato

MTU Acro Engines GmbH

Udo Stark (ab 01.02.2008)

Ehemaliger Vorsitzendor des Vorstands der MTU Aero Engines Holding AG

Weitere Mandato
Bilfinger Berger AG
Cognis GmbH

MTU Aecro Engings GmbH

Oystar Holding GmbH
Prysmian S.p.A.

Ginter Sroka *

Ehemaliger Vorsitzender das Konzern-Betriebsrats der MTU Aero Engines GmbH

Weltere Mandato

MTU Aero Engines GmbH

Prof. Dr.-Ing. Klaus Steffens

Ehemaliger Vorsitzender der Geschiitsfiinrung der MTU Aere Engines GmbH, MOnchen

Woitere Mandate

CompuGroup Holding AG

MTU Aerg Engines GmbH

Tyczka Energie GmbH & Co. KGaA

Prof. Dr. Sigmar Wittig (bis 31.03.2007)

Ehemaliger Vorstandsvorsitzender des Deutschen
Zentrums fur Luft- und Raumfahit, Kain

Waeltore Mandate
MAN Turbo AG
MTWU Aero Engines GmbH

* Arbeitnehmarvertreter
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Vergiitungsbericht

Der Vergltungsbericht fasst die Grundsatze zusammen, die auf die Festlegung der
Vergitung des Vorstands der MTU Aero Engines Holding AG Anwendung finden,
und erlautert Hohe und Struktur der Vorstandseinkommen. Auflerdem werden
Grundsétze und Hohe der Vergitung des Aufsichtsrats beschrieben.

Der Vergutungsbericht richtet sich nach den Empfehlungen des Deutschen Corpora-
te Governance Kodex und beinhaltet Angaben, die nach den Erfordernissen des
deutschen Handelsgesetzbuchs (HGB) beziehungsweise der International Financial
Reporting Standards (IFRS) Bestandteil des Anhangs oder Lageberichts sind. Er ist
somit Bestandteil des testierten Jahresabschiusses. Auf eine zusatzliche Darstellung
der in diesem Bericht ertduterten informationen im Anhang oder im Lagebericht wird
daher verzichtet.

Vergiitung des Vorstands

Die Vorstandsvergutung wird vom Personalausschuss des Aufsichtsrats der MTU
Aero Engines Holding AG festgelegt, dem im Geschaftsjahr 2007 der Aufsichtsrats-
vorsitzende Johannes Huth, der stellvertretende Aufsichtsratsvorsitzende Josef Hill-
reiner sowie Harald Flassbeck und Jirgen M. GeilRinger angehdrten.

Die Vergutung der Mitglieder des Vorstands der MTU Aero Engines Holding AG ori-
entiert sich an der Gréfe und der globalen Tatigkeit des Unternehmens, seiner wirt-
schaftlichen und finanziellen Lage sowie an der Héhe und Struktur der Vorstands-
verglitung bei vergleichbaren Unternehmen im In- und Ausland. Zusétzlich werden
die Aufgaben und der Beitrag des jeweiligen Vorstandsmitglieds zum Gesamterfolg
des Unternehmens sowie die Dauer der Vorstandszugehérigkeit beriicksichtigt. Die
Vergitung ist so bemessen, dass sie am internationalen Markt fur hoch qualifizierte
Flhrungskrafte wettbewerbsfahig ist und Anreize flr erfolgreiche Arbeit bietet.

Die Vergltung des Vorstands ist leistungsorientiert; im Geschaéftsjahr 2007 setzt sie
sich aus den folgenden vier Komponenten zusammen:

(1) Einer festen Vergltung, die monatlich ausgezahit wird.
(2) einem variablen Bonus, der von dem Erreichen bestimmter Geschaftsziele

abhangig ist und vertraglich auf 83% bzw. 100% der festen Vergitung be-
grenzt ist,

(3) einer aktienbasierten Vergitung. Dabei handelt es sich um eine fir die Ge-
schéftsjahre 2005-2009 festgesetzte Vergitung eines grolleren Kreises von
Fuhrungskraften im Rahmen des Matching Stock Program (MSP). Hieraus
werden sogenannte Phantom Stocks Ober einen Zeitraum von funf Jahren in
jeweils gleichen Tranchen zugeteilt. Die Zuteilung der Phantom Stocks setzt
ein langfristiges eigenes Investment in Aktien des Unternehmens durch die
Teilnehmer voraus. Nach Ablauf einer Erdienungsphase (vesting period) von
zwei Jahren je Tranche werden, bei Uberschreitung von Ausibungshiirden,
Vergatungen flr ausGbbare Phantom Stocks gewadhrt (zur weiteren Erldute-
rung des MSP, insbesondere zu den Vertragsanpassungen im laufenden Ge-
schéaftjahr, wird auf die Erlduterungen zu den Ubrigen Rickstellungen (Textzif-
fer 7) verwiesen,
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(4) einer leistungsorientierten Altersversorgungszusage fur die Mitglieder des Vor-
stands. (eine solche bestand nicht fur den zum 31. Dezember 2007 ausge-
schiedenen Vorstandsvorsitzenden Udo Stark).

Die Vorstandsvertrdge enthalten fir den Fall ihrer Beendigung keine Leistungszusa-
gen der Gesellschaft. Nur im Fall der vorzeitigen Beendigung des Dienstverhaltnis-
ses ohne Vorliegen eines wichtigen Grundes ist den Vorstandsmitgliedern eine Zah-
lung zugesagt worden, die der GrundvergGtung fur die urspriingliche Restlaufzeit des
Vertrages entspricht. In Ubereinstimmung mit den Empfehlungen des Deutschen
Corporate Governance Kodex sind diese Zahlungen bei dem zuletzt geschlossenen
Vorstandsvertrag auf maximal zwei Jahresgrundvergutungen {(Abfindungs-Cap) be-
grenzt worden.

Eine Zusage fir Leistungen aus Anlass der vorzeitigen Beendigung der Vorstandsts-
tigkeit infolge eines Kontrollwechsels ist in den Vorstandsvertragen nicht enthalten.

Vergiitungen 2007:

Fir das Geschaftsjahr 2007 betrugen die Barvergitung 5.859 TEuro (Vorjahr: 6.748
TEuro). Davon wurden 3.392 TEuro (Vorjahr: 3.840 TEuro) erfolgsunabhéngig und
2.467 TEuro (Vorjahr: 2.908 TEuro) als erfolgsabhangige Barvergutung bezahlt. Die
Gesamtvergltung lag insgesamt bei 6.751 TEuro (Vorjahr: 7.597 TEuro).

Fur die einzelnen Mitglieder des Vorstands wurde folgende Vergltung fiir das Ge-
schaftjahr 2007 festgesetzt (individualisierte Angaben):

Gesamtiibersicht:
Téatige Barvergiitung Ubrige Ver- Leistungen fir Geldwert
Organmitglieder giitungen™) den Fall der aktienbasierte

Beendigung Vergltung=)

der Tatigkeit {langfristige
{AngabeninERY e ) Anreizwirkung) Gesami
Udo Stark 3.017.270,67 0,00 0,00 148.071,00 3.165.341,67
Dr. Rainer Martens 811.542,97 50.000,00 100.982,75 26.927.00 989.452,72
Dr. Stefan Weingartner®) 136.451,70 0,00 9.153,50 19.973,00 165.578,20
Barnd Kessler™™) 770.250,81 0,00 177.721,6% 68.471,00 1.016.443,36
Reiner Winkler 1.123.210,10 0,00 104.521,59 186.774,00 1.414.505,69
Summe 5.858.726,25 50.008,00 392.379,38 . 450.216,00_] _ 6.751,321,63
Summe Verjahr 6.748.985.52 80.000.60 397.408,00 371.101,00 7.507. 484 52

“)  Herr Dr. Weingarinar wurde mil Wirkung zum 1 Nevember 2007 zum ardenllichan Milgled des Vorslands der MTU Asro Engines Holding AG amannt
**) Harr Kessler i mit Wirkung zum 31 Ckicber 2007 aus dem Vorstand der MTU Apro Engings Holding AG ausgaschaden
“**}a Ubngan Vergutungan tetreflan Keslen lur dappella Haushaltstuhrung in Hohe von 50 D00 € (Vonehr, 80 000 €

**="}Die in dieser Tabelle angegabenen Werle fur die axlienbasiena Vergutung bezighen sich auf Phantom Stock Zusagen. da im Jur 2009 far dw Geschéfisianra
2005-2008 (5 Tranchen) unter Berlicksichligung dar Varragsdnderungen gewdhr wurdan
=) Laistungen fir den Fak der Beandigung der Taligkali belretlen im Wesentichen Bailrage zur Persiosvarsorgung
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Von den Barvergitungen wurden 2007 erfolgsunabhéngig und erfolgsbezogen ge-
wahrt:

Barvergltung

Téatige Organmitglieder Gehalt Sonstiges = Jahresbonus

{Angaben in EUR) {erolgsunabhingig} {erfolgsunabhéngig) {erfolgbezogen) Gesamt
Udo Stark 1.250.000,00 517.270,67 1.250.000,00 3.017.270,67
Dr. Rainer Martens 400.000.60 11.542,97 400.000,00 811.542 .97

Dr. Stefan Weingartner®) 66.668,00 3.116,70 66.667,00 136.451,70
Bernd Kessler**) 500.000,00 20.250,81 250.000,00 770.250,81

Reiner Winkler 600.000,00 23.210,10 500.000,00 1.123.210,10
Summe 2.816.668,00 575.391,25 2.466,667,00 | 7§._B§§."Q§,g§]
Summe Voriahr 3.183.338,00 657.313.189 2.908.333,33 6.748.985 52

“) Hem Dr. Weingartnat wurda mit Wirkung zum 1. November 2007 zum ordentlichgn Milgled des Vorstands der MTU Aero Engines Holding AG amannt.
**) Herr Kesslar ist mil Wirkung zum 31. Oktober 2007 aus dom Varstand der MTU Aerc Engines Holding AG ausgeschieden.

“**) Dia Sonsligen Vergitungen beinhalten die Entgeltumwandiung von Baziigen in Versicherungspramien in Hohe von 500000 00 € (Vorjahr. 500.000,00 €), sowie
geldwerla Vorteile aus dor Uberassung von Digrsttahrzeugen in Héhe von §8 705 41 €(Vogahr: 102.918,81€) und fir den Vorstand abgaschiossena Unfaliver-
slcherungen in Hihe von 6 B85 84 € (Voruhr 8.157 07 €). Im Vorjahreswert sind Webnungs- und Umzugskosten enthalten , dia im laufenden Geschafisjahr
nicht mehr angefalien sind.

Gebildete Riickstellungen fiir laufende Pensionen und Anwartschaften auf
Pensionen fiir ehemalige Vorstande

Der Teilwert der Pensionsverpflichtungen hat sich wie folgt entwickelt:

Gebildete Rickstellungen fur
Pensionen und Anwartschaften

Friihere Organmitglieder Stand 31.12. Stand 1.1. ")
{Angaben in EUR)

Prof. Dr.-lng. Klaus Steffens 1.912.333,00 1.827.367,00
Dr. Michael Saf 897.739,00 854.095,00
Bernd Kessler 349.819,00 357.340,00
Summe 3.159.891,00 3.038.802,00/

*1 Vorjahr zu Vergleichszwecken an Teilwer angepasst

Aktienbasierte Vergiitung

Die Stickzahl wie auch die Werte der aktienbasierten Einkommenskomponenten aus
dem Matching Stock Program (MSP) ergeben sich aus der nachfolgenden Tabelle.
Der Geldwert der Phantom Stocks wurde dabei nach dem Black-Scholes-Preismodell
bestimmt.
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Die bilanzielle Bewertung der dem Vorstand im Rahmen des Matching Stock Pro-
gram gewahrten Phantom Stocks richtet sich nach dem beizulegenden Zeitwert zum
Zeitpunkt ihrer Gewdhrung unter Berlcksichtigung der speziellen Ausiibungsbedin-
gungen. Anderungen der Vertragsbedingungen, zu denen die Eigenkapitalinstrumen-
te gewahrt wurden, sind ebenfalls aufwandswirksam zu ber(cksichtigen.

Bis zum 31. Dezember 2007 wurden dem Vorstand aus dem Matching Stock Pro-
gram insgesamt 636.000 Phantom Stocks gewahrt. Davon waren 314.592 (Vorjahr:
636.000) Phantom Stocks noch nicht ausiibbar. Das sind 23,6% (Vorjahr: 30,4%) der
insgesamt von FUhrungskraften des Unternehmens noch nicht austiibbaren Phantom
Stocks. Im Einzelnen ergibt sich die folgende Entwicklung:

Ausgalbte Varwirkta | Am Ends des Geschiftajahres
Titigs Organmitglieder Gewihrle Phantom Stacks Zugetelits Phantom Stocks Phaniom | Phantom noch nicht v ]
Stocks Stocks Phaniom Stocks
Stind  Zugsng | Stand $and  Zugang Stand Phastom | Phantom Stand Stand belzu- | durchachn.
- L wn am n T Stocks Stocks Ll am decender | Aus(bwaras-
01 01 2007 17 3112 2007 | 0101 7007 w007 31.12 2007 mor whr 1.2 007 H 122007 Emiterdrt orels

{Angaten n Stuck hrw EUR) Stick Stick Seick Stk S10ck Stick Sioch Stick Stoch Monate £ £
Uda Stark
Praniom Stock Trancha 1v 86 2005 5732 35712 N2 a2 s N2 0 2187
Praniom Swock Tranche 2 v 66 2000 3572 35712 /N2 kLR ST 35.712 5 2887
Praniom 5iock Tranche 3v 8 6 2007 35712 BNz 35717 asnz 35 112 17 48,24
Phaniom Sock Tranche 4 v 66 2008 52 5712 ] -35 712 D, 29
Prantom Stock Tranche 5 v. 8 6 2000 35712 35712 ] -35 712 0! 41
Stand am ¥, Dozomber 178560 IIBS60( 71424 25712 I0T36L 35712 71,424 I1.424 M4pOM 3229
Dr. Relnar Martans
Phanlom Stock Tranche 1v. 66 2005 9 0 2167
Phanlom Stock Tranchs 2 v. B 6 2006 T224 T224 722 T2H r224 § 23,97
Phanlom Skock Tranche 3 v. 6 & 2007 ¥ 224 7224 7224 T224 T.224 17 45.24
Phanlom Siock Tranche 4 v 6 6 2008 724 1224 0 7224 F:]
Phanlom Slock Trancha 5v. 6 6 2009 T224 T224 ) 1.224 41
Stand am 31. Dazember 28.896 28.996 T.224 T2 4,448 26.896 28.927 3229
Dr. Stetan Welngartner')
Phanlom Siock Tranche 1 v. 6 B 2005 o Q9 0 1] 0 21,67
Phaniem $lock Trancha 2 v. 6 6 2006 3} Q o ] 5 23.07
Phaniom Slock Tranche 3 v § 6 2007 g 0 0 0] 17 48,24
Phanlom Slock Tranche 4 v § 6 2008 5712 5712 9 35 712 20
Phanlom Skock Trancha 5v B 6 2009 35712 35712 ] 35 712 41
fitand am 31, Dezember, 0 71424 I1424 [ 2 ] . T1444 w3 Ry
Bernd Kessler™')
Phantom Stock Tranchg ¥ v 6 6 2005 35712 15 112! 35712 sz -35 12 0 21.67
Phantom Swock Tranche 2 v 6 6 2008 35712 35742 35712 35712 35712 0 5 na
Phantom Stock Trancha 3v 6 6 2007 BT12 35 712 B2 35712 5712 0 17 na
Phantom Swek Tranche 4 v 6 6 2008 35712 35712 [H 35712 0 =]
Phantom Skik Tranche 5 v 86 2008 35712 35712 0 35712 0 41
Stand sm 31. Dezembar 178.560 170.560 71.424 35712 107.138 -35.712 -142.040 [] £2.411 2,07
Reiner Winkier
Phantom Skock Tranche 3 v 60 2005 35712 35 712 BNz BTN -35 12 o 287
Phantom Stock Tranche 2 v 66 2006 ELRaV) 357112 B2 BTR sz 5 2887
Phantom Shock Tranche 3 v. 6 6 2007 T2 35 7112, BLEAF 35712 35712 17 4624
Phantom Skock Tranche 4 v. 6 6 2008 sT2 35 712, 0 345712 b
Pnantom Swock Tmnche 5 v. 6 6 2009 35712 35 712 a 35.712 41
Stand #m 31. Dezembar 173.580 ﬂ'lw T1474 35.712 107,138 33.712 442848 138.774 3129
Summe Siand am 1. Dezember 564.876  71.424 636.000] 221498 114.360 3358361 17136 +214.272 314,592 450210 ETREA
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Mitglieder des Vorstands erhielten vom Unternehmen keine Kredite.
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Vergiitung des Aufsichtsrats

Die Vergltung des Aufsichtsrats ist in der Satzung der MTU Aero Engines Holding
AG geregelt.

Die Aufsichtsratsvergiitung orientiert sich an der Gréke des Unternehmens sowie an
den Aufgaben und der Verantwortung der Aufsichtsratsmitglieder. Die Mitglieder des
Aufsichtsrats erhalten eine feste Vergltung. Vorsitz, stellvertretender Vorsitz sowie
Vorsitz und Mitgliedschaft im Prifungs- und Personalausschuss werden zusatzlich
vergltet,

Nach § 12 der Satzung der MTU Aero Engines Holding AG erhalten Mitglieder des
Aufsichtsrats jahrlich eine feste, nach Ablauf des Geschaftsjahres zahlbare Vergu-
tung in Hohe von 30.000 €. Der Vorsitzende des Aufsichtsrats erhalt das Dreifache,
der Stellvertreter das Eineinhalbfache der festen Vergitung. Die Vorsitzenden der
Ausschisse (Prifungs- und Personalausschuss) erhalien jeweils weitere 10.000 €,
die Gbrigen Mitglieder dieser Ausschisse jeweils zusatzlich 5.000 € feste Vergitung.
Ferner erhalten die Mitglieder des Aufsichtsrats fur Sitzungen des Aufsichtsrats und
seiner Ausschisse ein Sitzungsgeld in Héhe von 3.000 € pro Sitzung, jedoch hdchs-
tens 3.000 € pro Tag. Auslagen, die im Zusammenhang mit der Ausiibung des Man-
dats entstehen, sowie die auf Bezlige entfallende Umsatzsteuer werden ersetzt.

Den Mitgliedern des Aufsichtsrats wurde folgende Vergltung fur das Geschéftjahr
2007 gewahrt (individualisierte Angaben):

Aufsichtsratsmitglieder
Verglitung Vergiitung
{Angaben in EUR) 2007 %) 2006%)

Johannes P. Huth (Vorsitzender Aufsichisrat und Vorsitzender Personalausschuss bis 31.12.2007) **  123.000,00  120.000,00

Josef Hillreiner (Stellvertretender Vorsitzender) **) ***} 76.000,00 45,000,00
Louis R. Hughes (Vorsitzender Priifungsausschuss) 55.000,00 52.000,00
Harald Flassbeck **) §3.000,00 50.000,00
Dr.-Ing. Jirgen M. Geillinger ™} 53.000,00 47.000,00
Babette Fréhlich **") 56.000,00 53.000,00
Klaus Eberhardt (Eintritt mit Wirkung zum 27. April 2007} 37.500,00 0,00
Giinter Sroka 48.000,00  73.000,00
Michael Keller 48.000,0¢  45.000,00
Prof. Dr. Walter Kroll 48.000,00 45.000,00
Josef Mailer 48.000.00 45.000,00
Prof. Dr.-Ing. Klaus Steffens 48.000,00 45.000,00
Prof. Dr. Sigmar Wittig (ausgeschieden mit Wirkung zum 31. Marz 2007) 10.500,00 42.000,00
Summe N ~ . T04.000,00__ 662.0Q0,09J

"} Angaban chna Auslands- und Umsatzsiauer
"1 Mialied Personalausschuss
') Vilghed Prifungsausschuss

Die Mitglieder des Aufsichtsrats erhalten keine aktienbasierten Vergutungen.
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Haftungsverhailtnisse

Die hundertprozentige Tochtergesellschaft ,MTU Aero Engines Finance B.V., Ams-
terdam, Niederlande”, hat am 23. Januar 2007 mit Wirkung zum 1. Februar 2007 eine
Wandelschuldverschreibung in Héhe von nominal 180.000.000 € unter der Garantie
der MTU Aero Engines Holding AG begeben. Die Wandelschuldverschreibung wurde
mit einer Stickelung zu je 100.000 € und einer Laufzeit bis zum 1. Februar 2012 e-
mittiert.

Die Anleihe ist mit einem Wandlungsrecht in nennwertlose Stlickaktien der MTU Aero
Engines Holding AG ausgestattet, das nach Ermessen des jeweiligen Inhabers ab
dem 13. Marz 2007 bis zum 18. Januar 2012 gemafl den ,Anleihebedingungen® zu
ginem bei Ausgabe festgelegten Wandlungskurs in Hohe von 49,50 € (vor etwaiger
Verwéasserung des Grundkapitals durch Kapitalerhdhung aufgrund Umwandlung der
Kapitalricklage oder Gewinnricklagen, Aktiensplitt oder Zusammenlegung von Akti-
en und Kapitalherahsetzung sowie Kontrolldanderung) ausgeiibt werden kann. Der
Zinskupon betragt 2,75 % p.a. und ist jahrlich, erstmals am 1. Februar 2008, fallig. Ab
dem 15. Februar 2010 ist die MTU Aero Engines Holding AG infolge der Kursent-
wicklung der Aktien — mit einer entsprechenden Ankiindigungsfrist - berechtigt, ge-
maft den Anleihebedingungen die Wandeischuldverschreibung vorzeitig zum Nenn-
betrag zuziglich der darauf bis zum Tag der Riickzahlung aufgelaufenen Zinsen zu-
rickzuzahlen. Des Weiteren ist die MTU Aero Engines Holding AG berechtigt, noch
ausstehende Wandelschuldverschreibungen insgesamt zu kiindigen und vorzeitig
zum Nennbetrag zuziglich der darauf bis zum Tag der Riickzahlung aufgelaufenen
Zinsen zurl(ckzuzahlen, falls der Gesamtnennbetrag der ausstehenden Wandel-
schuldverschreibungen zu irgend einem Zeitpunkt unter 10% des Gesamtnennbe-
trags der urspringlich begebenen Schuldverschreibungen fallt.

Zum Zeitpunkt der Begebung der Wandelschuldverschreibung wirden den einge-
raumten Wandlungsrechten rund 3,6 Mio. nennwertlose Stiickaktien aus dem beding-
ten Kapital entsprechen. Die Ausubung dieser Wandlungsrechte héatte im laufenden
Geschéftsjahr zu einem reduzierten Ertrag von 0,12 € pro Aktie gefuhrt.

Mitteilungspflichten gemaR § 160 Abs. 1 Nr. 8 AktG sowie § 21 Abs. 1 WpHG in
Verbindung mit § 25 WpHG

Folgende Gesellschaften haben uns nach § 21 Abs. 1 WpHG in Verbindung mit § 25
WpHG mitgeteilt, dass ihre Stimmrechtsanteile an unserer Gesellschaft jeweils die
Schwellen von 5% bzw. 3% Uber- oder unterschritten haben:

Uberschreitung von 5% Stimmrechtsanteil:

Die Firma MTU Aero Engines Holding AG, !SIN DEOOCAODSPTO, hat uns gem. §§ 21
Abs. 1 Satz 1, 26 Abs. 1 Satz 2 WpHG mitgeteilt, dass sie am 14.8.2007 die Schwel-
le von 5 % an ihren eigenen Aktien Uberschritten hat und nunmehr 5,05798 % (ent-
spricht 2.781.891 Stimmrechten) eigene Aktien halt. Die Schwelle von 3 % war be-
reits bei Inkrafttreten des Transparenzrichtlinie-Umsetzungsgesetzes Uberschritten.
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Unterschreitung von 5% Stimmrechtsanteil:

Die Fidelity Internationa!, Kingswood Fields, Millfield Lane, Lower Kingswood, Tad-
worth, Surrey KT20 6RB, GroRbritannien, hat uns gem. § 21 Abs. 1 WpHG mit
Schreiben vom 20. April 2007 mitgeteilt, dass der Stimmrechtsanteil der FMR Corp.,
82 Devonshire Street, Boston, Massachusetts 02109, USA, an der MTU Aero Engi-
nes Holding AG, Miinchen, Deutschland, ISIN: DEOOOAODIPTO, WKN: AOD9PT am
18. April 2007 die Schwelle von 5 % der Stimmrechte unterschritten hat und nunmehr
4,15 % (das entspricht 2280050 Stimmrechten) betragt. Die Stimmrechte werden der
FMR Corp. gemal} § 22 Abs. 1 Satz 1 Nr. 6 WpHG zugerechnet.

Die Firma Schroders plc mit Sitz in London, England, hat uns mit Schreiben vom 25.
Oktober 2007 folgendes mitgeteilt: "Wir weisen darauf hin, dass Schroders plc die
Muttergesellschaft von Schroders Administration Limited ist und diese wiederum die
Muttergesellschaft von Schroders Investment Management Limited. Wir, Schroders
plc, teilen Ihnen hiermit geman § 21 Abs. 1 WpHG mit, dass unser Stimmrechtsanteil
an MTU Aero Engines Holding AG, (Dachauer Strafle 665, 80995 Minchen,
Deutschland) am 15. Oktober 2007 die Schwelle von 5 % der Stimmrechte unter-
schritten hat und nunmehr 4,931 % (entsprechend 2.711.829 von insgesamt
55.000.000 Aktien) betragt. Gemal WpHG, § 22 Abs. 1 Satz 1 Nr. 6 und Satz 2 und
3 ist dieser Stimmrechtsanteil in vollem Umfang Schroders plc. zuzurechnen. Wir,
Schroders Administration Limited, teilen Ihnen hiermit gemaf § 21 Abs. 1 WpHG mit,
dass unser Stimmrechtsanteil an MTU Aero Engines Holding AG, (Dachauer Strafe
665, 80995 Munchen, Deutschland) am 15. Oktober 2007 die Schwelle von 5 % der
Stimmrechte unterschritten hat und nunmehr 4,931 % (entsprechend 2.711.829 von
insgesamt 55.000.000 Aktien) betragt. Gemall WpHG, § 22 Abs. 1 Satz 1 Nr. 6 und
Satz 2 und 3 ist dieser Stimmrechtsanteil in vollem Umfang Schroders Adminstration
Limited zuzurechnen. Wir, Schroders Investment Management Ltd., teilen Ihnen
hiermit gemal § 21 Abs. 1 WpHG mit, dass unser Stimmrechtsanteil an MTU Aero
Engines Holding AG, (Dachauer Strale 665, 80995 Minchen, Deutschland) am 15.
Oktober 2007 die Schwelle von 5 % der Stimmrechte unterschritten hat und nunmehr
4,931 % (entsprechend 2.711.829 von insgesamt 55.000.000 Aktien) betragt. Gemal’
WpHG, § 22 Abs. 1 Satz 1 Nr. 6 und Satz 2 und 3 ist dieser Stimmrechtsanteil in vol-
lem Umfang Schroders Investment Management Ltd. zuzurechnen.

Unterschreitung 3 % Stimmrechtsanteil:

Die Fidelity International Limited, Hamilton HMCX, Bermuda, hat uns mit Schreiben
vom 06. November 2007 folgendes mitgeteilt: 'Hiermit teilen wir thnen geman § 21
(1) WpHG mit, dass der Stimmrechtsanteil der Fidelity International Limited an der
MTU Aero Engines, Dachauer Strasse 665, 80995 Munich, Deutschland, am 02. No-
vember 2007 die Schwelle von 3 % unterschritten hat und nun 2,09 % (1.147.679
Anteile) betragt. Die Stimmrechte werden der Fidelity International Limited geman §
22 (1) 1 Nr. 6 WpHG zugerechnet.'

Die JPMorgan Asset Management Holdings Inc., New York, USA, hat uns mit
Schreiben vom 28. November 2007 mitgeteilt: Wir, JPMorgan Asset Management
Holdings Inc., teiten Ihnen hiermit gemalk § 21 Abs. 1 WpHG mit, dass unser Stimm-
rechtsanteil an MTU Aero Engines Holding AG, (Dachauer Strafke 665, 80995 Min-
chen, Deutschiand) am 23. November 2007 die Schwelle von 3 % der Stimmrechte
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unterschritten hat und nunmehr 2,85 % (entsprechend 1.567.396 Aktien) bezogen
auf die Gesamtanzahl der stimmberechtigten Aktien betragt. Gemalk WpHG, § 22
Abs. 1 Satz 1 Nr. 6 in Verbindung mit Satz 2 ist der Stimmrechtsanteil JPMorgan As-
set Management Holdings Inc. zuzurechnen.

Die JPMorgan Asset Management UK Limited, London, United Kingdom, hat uns mit
Schreiben vom 28. November 2007 mitgeteilt: Wir, JPMorgan Asset Management UK
Limited, teilen Ihnen hiermit gemaRk § 21 Abs. 1 WpHG mit, dass unser Stimmrechts-
anteil an MTU Aero Engines Holding AG, (Dachauer Strafie 665, 80995 Munchen,
Deutschland) am 23. November 2007 die Schwelle von 3 % der Stimmrechte unter-
schritten hat und nunmehr 2,83 % (entsprechend 1.557.416 Aktien) bezogen auf die
Gesamtanzahl der stimmberechtigten Aktien betrdgt. GemanR WpHG, § 22 Abs. 1,
Satz 1 Nr. 6 ist der Stimmrechtsanteil JPMorgan Asset Management UK Limited zu-
zurechnen.

Die JPMorgan Chase & Co., New York, USA, hat uns mit Schreiben vom 28. No-
vember 2007 mitgeteilt: Wir, JPMorgan Chase & Co., teilen lhnen hiermit geman §
21 Abs. 1 WpHG mit, dass unser Stimmrechtsanteil an MTU Aero Engines Holding
AG, (Dachauer Stralle 665, 80995 Miunchen, Deutschland) am 23. November 2007
die Schwelle von 3 % der Stimmrechte unterschritten hat und nunmehr 2,85 % (ent-
sprechend 1.567.539 Aktien) bezogen auf die Gesamtanzahl der stimmberechtigten
Aktien betragt. Gemalk WpHG, § 22 Abs. 1 Satz 1 Nr. 6 in Verbindung mit Satz 2 ist
ein Stimmrechtsanteil von 2,85 % entsprechend 1.567.396 stimmberechtigten Aktien
JPMorgan Chase & Co. zuzurechnen und gemal § 22 Abs. 1 Satz 1, Nr. 1 ist ein
Stimmrechtsanteil von 0,0003 % entsprechend 143 Aktien ebenfalls JPMorgan Cha-
se & Co zuzurechnen.

Die Threadneedle Asset Management Limited mit Sitz in London, United Kingdom,
hat uns gemal} § 21 Abs. 1 WpHG mit Schreiben vom 7. September 2007 folgendes
mitgeteilt: "Die nachstehenden Angaben erfolgen im Namen der Threadneedle In-
vestment Services Limited, mit eingetragenem Geschéftssitz in 60 St. Mary Axe,
London EC3A 8JQ, United Kingdom. Wir teilen {hnen mit, dass der Stimmrechtsanteil
von Threadneedle Investment Services Limited (TISL) an MTU Aero Engines Hol-
dings AG an den nachstehenden Daten die Schwelle von 3 % der stimmberechtigten
Aktien Uber- bzw. unterschritten hat.

31.01.2007 unter 3 %, 1.589.846 Aktien, 2,891 % der Stimmrechte
07.02.2007 Ober 3 %, 1.654.846 Aktien, 3,009 % der Stimmrechte
12.02.2007 unter 3 %, 1.604.846 Aktien, 2,918 % der Stimmrechte
27.03.2007 Gber 3 %, 1.759.713 Aktien, 3,199 % der Stimmrechte
20.08.2007 unter 3 %, 1.363.739 Aktien, 2,480 % der Stimmrechte

Die Stimmrechte der Threadneedle Investment Services Limited gemal den obigen
Angaben sind gemall WpHG, § 22 Abs. 1 Satz 1 Nr. 6 in vollem Umfang Thread-
needle Investment Services Limited zuzurechnen.

Die Threadneedle Asset Management Limited mit Sitz in London, United Kingdom,
hat uns mit Schreiben vom 18. Oktober 2007 folgendes mitgeteilt: 'Die nachstehen-
den Angaben erfolgen im Namen von Threadneedle Asset Management Limited und
Threadneedle Asset Management Holdings Limited, beide mit eingetragenem Ge-
schaftssitz in 60 St. Mary Axe, London EC3A 8JQ, United Kingdom, und im Namen
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von Ameriprise Financial, Inc., 200 Ameriprise Financial Center, Minneapolis, MN
55474, USA. Ameriprise Financial Inc. ist die Muttergesellschaft von Threadneedle
Asset Management Holdings Limited, die wiederum Muttergesellschaft von Thread-
needle Asset Management Limited ist. Wir teilen Ihnen mit, dass der Stimmrechtsan-
teil der genannten Unternehmen an MTU Aero Engines Holding AG, Dachauer Stra-
Re 665, 80995 Minchen, Deutschland, am 16. Oktober 2007 die Schwelle von 3 %
der stimmberechtigten Aktien unterschritten hat. Der Stimmrechtsanteil von Thread-
needle Asset Management Limited an MTU Aero Engines Holding AG betrug am 16.
Oktober 2007 2,909 % (entsprechend 1.600.027 Aktien). Diese Stimmrechte sind

gemal WpHG, § 22 Abs. 1 Satz 1 Nr. 6 in vollem Umfang Threadneedle Asset Ma-
nagement Limited zuzurechnen. Der Stimmrechtsanteil von Threadneedle Asset
Management Holdings Limited an MTU Aero Engines Holding AG betrug am 16. Ok-
tober 2007 to 2,909 % (1.600.027 Aktien). Diese Stimmrechte sind gemal WpHG, §
22, Abs. 1, Satz 1, Nr. 6 sowie Satz 2 und 3 in vollem Umfang Threadneedle Asset
Management Holdings Limited zuzurechnen. Der Stimmrechtsanteil von Ameriprise
Financial, Inc. an MTU Aero Engines Holding AG betrug am 16. Oktober 2007 2,927
% (1.609.781 Aktien). Diese Stimmrechte sind gemal WpHG, § 22 Abs. 1 Satz 1 Nr.
6 sowie Satz 2 und 3 in vollem Umfang Ameriprise Financial, Inc. zuzurechnen.

Die Firma UBS AG mit Sitz in Zurich, Schweiz, hat uns mit Schreiben vom 21. De-
zember 2007 folgendes mitgeteilt: Hiermit teilen wir lhnen gemabt § 21 Abs. 1 WpHG
mit, dass unser Stimmrechtsanteil an der MTU Aero Engines Holding AG (I-
SIN:DEOOQAODOPTO), Dachauer Stralke 665, 80995 Minchen am 18. Dezember
2007 die Schwelle von 3 % unterschritten hat und nun 2,07 % (1.139.844 Stimm-
rechtsaktien) betragt.
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Anteilsbesitzliste

Name und Sitz der Gesellschaft

. ANTEILE AN TOCHTERUNTERNEHMEN

1 MTU Aero Engines GmbH,
Mdnchen

2 MTU Maintenance Berlin-Brandenburg GmbH,
Ludwigsfelde

3 MTU Maintenance Hannover GmbH,
Langenhagen

4 MTU Aero Engines North America Ing.,
Rocky Hill, USA

5 MTU Maintenance Canada Ltd,,
Richmond, Kanada

6 RSZ Beteiligungs- und Verwaltungs GmbH,
Minchen

7 MTU Versicherungsvermittlungs- und
Wirtschaftsdienst GmbH,
Minchen

8 MTU Miinchen Unterstitzungskasse GmbH,
Minchen

9 Vericor Power Systems L.L.C.,

Allanta, USA ™)
10 MTU Aero Engines Finance B.V.

Amsterdam, Niederlande
11 MTU Aero Engines Polska Sp z 0.0.
Rzeszow, Polen

Il. ANTEILE AN ASSOZIERTEN UNTERNEHMEN

12 Turbo Union Ltd.,
Bristol, Grofibritannien

13 EURQ.JET Turbo GmbkH,
Hallbergmoos

14 EPI Europrop International GmbH,
Miinchen

15 MTU Turbomeca Rolls-Royce GmbH,
Hallbergmoos

16 MTU Turbomeca Rolls-Royce ITP GmbH,
Hallbergmoos
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Kapital-
anteil

in %

31.12.2007

100,00

106,00

100,00

100,00

100,00

100,00

100,00

100,00

100,00

100,00

100,00

39,98

33,00

28,00

33,33

25,00

Eigen-
kapital

in TEuro
31.12.2007
720.654
88.595
65.470
-3.485 %
-4.349

13.432

26

10.870

14.693 %

1.888

5.580

288"

1.841 9

525"

15"

101

Ergebnis
in TEuro

2007

0

-2.930

0%

12854

-497

-1

44834

a8

16"

740"

460 "

i

740
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Name und Sitz der Gesellschaft

. BETEILIGUNGEN AN JOQINT VENTURES

17 Airfoil Services Sdn. Bhd.,
Shah Alam, Malaysia
18 MTU Maintenance Zhuhai Co. Ltd.,
Zhuhai, China
19 Ceramic Coating Center S.A.S,,
Paris, Frankreich
20 Pratt & Whitney Canada Customer Service Centre Europe GmbH
Ludwigsfelde *)
21 Pratt & Whitney Canada CSC (Africa) (PTY.) Ltd.,
Lanseria, SUdafrika *)

V. SONSTIGE ANTEILE

22 |AE International Aero Engines AG
Zirich, Schweiz

1} Vorjahreszahlen, keine aktuellen Zahlen voerhanden.

2) Ergebnis wurde aufgrund eines Ergebnisabfiihrungsvertrages ibernommen.
3) Umrechnung ist zum Stichtagskurs 31.12.2007 (bzw. 31.12.20086) erfolgt.
4) Umrechnung ist mit dem Jahresdurchschnittkurs 2007 {bzw. 2006) erfoigt.

5) Es lagen keine Daten vor.
*) Mittelbare Beteiligung, Anteile durchgerechnet
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48.485
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30.307

Ergebnis
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2007

162 114

13.759 ¢

903"

-6.072
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(14) Vorschlag zur Gewinnverwendung

Der Jahresiiberschuss des nach handelsrechtlichen Vorschriften (HGB) aufgesteliten
Jahresabschlusses der MTU Aero Engines Holding AG betrégt 65.407 TEuro. Nach
Einstellung von 18.372 TEuro in die Gewinnricklagen verbleibt, unter Beriicksichti-
gung eines Gewinnvortrags in Hohe von 143 TEuro, ein Bilanzgewinn von 47.178
TEuro. Vorstand und Aufsichtsrat werden der Hauptversammlung am 30. April 2008
vorschlagen, diesen Bilanzgewinn fir die Ausschittung einer Dividende in Hohe von
0,93 € je Stuckaktie auf die dividendenberechtigten Aktien zu verwenden.

Die Auszahlung der Dividende erfolgt am 2. Mai 2008.

Versicherung der gesetzlichen Vertreter

Wir versichern nach bestem Wissen, dass gemal den anzuwendenden Rechnungs-
legungsgrundsaizen der Jahresabschluss ein den tatsédchlichen Verhaltnissen ent-
sprechendes Bild der VermOgens-, Finanz- und Ertragslage des Unternehmens ver-
mittelt und im Lagebericht der Geschaftsveriauf einschlieflich des Geschaftsergebnis-
ses und die Lage des Unternehmens so dargestellt sind, dass ein den tatséchlichen
Verhaltnissen entsprechendes Bild vermittelt wird, sowie die wesentlichen Chancen
und Risiken der voraussichtlichen Entwicklung des Unternehmens beschrieben sind.

Minchen, den 25. Februar 2008

Egon Dr. Rainer Dr. Stefan Reiner
Behle Martens Weingartner Winkler
Vorsitzender des Vorstand Vorstand Zivile Vorstand Finanzen
Vorstands Technik Instandhaltung und Personal
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Lagebericht der MTU Aero Engines Holding AG fiir das
Geschiftsjahr 2007

1. Geschiftstitigkeit

Die MTU Aero Engines Holding AG (im Folgenden ,MTU" oder ,Gesellschaft” genannt) und
ihre Tochterunternehmen zahlen zu den weltweit grofiten Herstellern von Triebwerksmodu-
len und -komponenten und sind der fihrende unabhéangige Anbieter von Instandhaltungs-
dienstleistungen fUr zivile Flugtricbwerke. Das Geschédft der Gesellschaft bzw. deren
Tochterunternehmen erstreckt sich auf die gesamte Laufzeit eines Triebwerksprogramms —
von der Entwicklung Uber die Konstruktion, die Erprocbung und die Fertigung von neuen
zivilen und militarischen Triebwerken und Ersatzteilen bis hin zZu
Instandhaltungsdienstleistungen fir zivile und militdrische Trie bwerke.

Die Tatigkeit der MTU Aero Engines Holding AG erstreckt sich auf die Leitung der MTU-
Gruppe. Das operative Geschéft betreiben die MTU Aero Engines GmbH und deren Toch-
tergeselischaften, an der die MTU Aero Engines Holding samtliche Anteile hélt. Die Vermoé-
gens-, Finanz- und Ertragslage der MTU Aero Engines Holding AG wird fast vollstidndig
durch das operative Triebwerksgeschéaft bestimmt. Wesentliche Geschaftsgrundlage hierfir
ist eine Kette von Gewinnabfihrungsvertragen mit den inlandischen Konzerngesellschaften
sowie der Dienstleistungsvertrag mit der MTU Aero Engines GmbH.

2. Riickkauf von Aktien

Die Hauptversammlung der MTU Aero Engines Holding AG hat den Vorstand am 12. Mai
2006 ermachtigt, Uber die Bérse eigene Aktien bis zu insgesamt 10% des bei der Beschluss-
fassung bestehenden Grundkapitals der Gesellschaft zu erwerben und ohne weiteren Be-
schluss der Hauptversammiung einzuziehen. Die Ermachtigung fiir den Rickkauf gilt bis
zum 11. November 2007.

In Ausiibung der Erméchtigung hat der Vorstand der MTU Aero Engines Holding AG be-
schlossen, Aktien liber die Bérse zurlick zu kaufen. Bis zum 31. Dezember 2007 wurden
insgesamt 4.383.022 Aktien, d.h. 8% des Grundkapitals, zu einem durchschnittlichen Kurs
von 36,61 € erworben,

Der Erwerb erfolgte zur Ausgabe von Aktien im Rahmen der vertraglichen Wandlungsver-
pflichtungen aus der Wandelschuldverschreibung sowie zum Erwerb von Aktien im Rahmen
des Matching Stock Program. Im Rahmen der Auslbung der ersten Tranche aus dem Mat-
ching Stock Program wurden daher im Juni 2007 den Programmteilnehmern 112.612 Aktien
(Vorjahr: 0) ausgegeben, so dass sich zum 31. Dezember 2007 insgesamt 4.270.410 eigene
Aktien im Bestand der MTU Aero Engines Holding AG befanden.

Das Grundkapital der Gesellschaft betrdgt unverandert 55,0 Mio. € und ist eingeteilt in
55.000.000 Stickaktien ohne Nennwert. Die Aktien lauten auf den Namen.

Der Vorstand der Gesellschaft ist erméchtigt, das Grundkapital bis zum 29. Mai 2010 mit
Zustimmung des Aufsichtsrats durch Ausgabe neuer, auf den Namen lautender Stlckaktien
gegen Bareinlage einmalig oder mehrmals um bis zu insgesamt 5,5 Mio. € zu erhéhen (Ge-
nehmigtes Kapital |). Ferner ist der Vorstand ermé&chtigt, das Grundkapital bis zum 29. Mai
2010 mit Zustimmung des Aufsichtsrats durch Ausgabe neuer, auf den Namen lautender
Stickaktien gegen Bar- und / oder Sacheinlage einmalig oder mehrmals um bis zu insge-
samt 19,25 Mio. € zu erhGhen (Genehmigtes Kapital 11).
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Der Vorstand ist ermachtigt, mit Zustimmung des Aufsichtsrats eine VerauRerung der erwor-
benen Akiien in anderer Weise als Uber die Borse oder mittels eines dffentlichen Angebots
an samtliche Aktionare vorzunehmen, soweit die erworbenen eigenen Aktien im Rahmen des
Matching Stock Program der Gesellschaft an Programmteilnehmer verdulert werden, die in
einem Arbeits- oder Dienstverhélinis mit der Gesellschaft oder mit ihr verbundenen Unter-
nehmen stehen oder standen.

Darlber hinaus ist der Vorstand erméchtigt, die erworbenen eigenen Aktien der Aktiondre im
Rahmen von Unternehmenszusammenschlissen oder beim (auch mittelbaren) Erwerb von
Unternehmen, Unternehmensteilen oder Beteiligungen an Unternehmen ganz oder zum Teil
als Gegenleistung zu verwenden.

Weiterhin ist der Vorstand erméchtigt, die erworbenen eigenen Aktien mit Zustimmung des
Aufsichtsrats ohne weiteren Hauptversammiungsbeschluss ganz oder teilweise einzuziehen.

Der Vorstand ist ferner ermachtigt, mit Zustimmung des Aufsichtsrats die erworbenen eige-
nen Aktien zur Erflllung von Wandelschuldverschreibungen, Optionsschuldverschreibungen,
Genussscheinen oder Gewinnschuldverschreibungen (bzw. Kombinationen dieser Instru-
mente) zu verwenden.

Die vorstehenden Ermachtigungen kdnnen einmal oder mehrmals, ganz oder in Teilen, ein-
zeln oder zusammen ausgeubt werden. Sie kénnen auch durch Konzernunternehmen im
Sinne des § 17 Aktiengesetz ausgenutzt werden.

Beschlisse der Hauptversammlung bedirfen der einfachen Mehrheit der abgegebenen
Stimmen, soweit nicht das Gesetz zwingend etwas anderes vorschreibt. In den Fallen, in
denen das Gesetz eine Mehrheit des bei der Beschlussfassung vertretenen Grundkapitals
erfordert, genligt, sofern nicht durch Gesetz etwas anderes zwingend vorgeschrieben ist, die
ginfache Mehrheit des vertretenen Grundkapitals. Im Falle der Stimmengleichheit gilt, aus-
gencmmen bei Wahlen, ein Antrag als abgelehnt. Ernennung und Abberufung des Vorstands
und Anderungen der Satzung werden durch Gesetz geregelt.

3. Erlauterungen zur Ertragslage

Die auf der Bilanzierung nach HGB basierende Ertragslage der Gesellschaft ist malgeblich
bestimmt durch die Kette der Ergebnisabfihrungsvertrage, die sich Uber die MTU Aero Engi-
nes GmbH bis zur MTU Maintenance Hannover erstreckt und die damit die Ergebnisse der
Inlandsgesellschaften in der MTU Aero Engines Holding AG im Finanzergebnis blndelt. Seit
dem Jahr 2006 besteht mit der MTU Maintenance Berlin-Brandenburg kein Gewinnabflh-
rungsvertrag mit der MTU Aero Engines GmbH. Daneben erzielt die MTU Aero Engines Hol-
ding AG Umsitze aus der Verrechnung ihrer Leitungstatigkeit an die operativen Gesellschaf-
ten. In den Verwaltungskosten sind (berwiegend Perscnalaufwendungen enthalten. Bei der
MTU Aero Engines Holding AG als Organtréger ist der Ertragsteueraufwand der Gruppe, mit
Ausnahme von MTU Maintenance Berlin-Brandenburg ausgewiesen. Der auf die Aktionére
der MTU Aero Engines Holding AG entfallende Bilanzgewinn betragt fir das Geschaftsjahr
2007 insgesamt 47.178 TEuro (Vorjahr: 43.746 TEuro). Die durchschnittlich gewichteten, sich
im Umlauf befindlichen Aktien verringerten sich im Berichtsjahr durch weitere Aktienriickkéufe.
Bis zum 31. Dezember 2007 wurden insgesamt 4.383.022 Aktien (8,0%) zurlckerworben. Im
Rahmen des Matching Stock Program wurden aufgrund der erreichten Auslibungshirde der
ersten Tranche (Zuteilung in 2005) hingegen 112.612 Aktien an Konzernbeschéftigte ausge-
geben, so dass sich zum 31. Dezember 2007 insgesamt 50.729.590 dividendenberechtigte
Aktien im Umlauf befanden. Der gewichtete Durchschnitt der sich im Umlauf befindlichen Ak-
tien lag zum 31. Dezember 2007 bei 52.295.450 Aktien.
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Aufgrund der guten Geschéaftsentwickiung schlagen Vorstand und Aufsichtsrat der MTU Aero
Engines Holding AG der Hauptversammlung am 30. April 2008 vor, eine Dividende in Hohe
von 0,93 € je Aktie. Die Dividendensumme betrégt insgesamt 47.178 TEuro. Das entspricht
einer Ausschittungsquote von 70% auf den handelsrechtlichen Jahresliberschuss der MTU
Aero Engines Holding AG. Damit belsuft sich die Netto-Dividendenrendite auf 2,3% - be-
rechnet auf den Aktienkurs von 40,00 € zum Jahresultimo 2007. Uber die Verwendung des
Bilanzgewinns beschlief3t die Hauptversammlung am 31. April 2008. Die Dividende soll da-
nach am 2. Mai 2008 ausgezahlt werden.

4. Erlauterungen zur Vermégenslage und zur Bilanzstruktur

Das Anlagevermogen der MTU Aero Engines Holding AG entfallt auf die Beteiligung an der
MTU Aero Engines Finance B.V., Amsterdam, Niederlande, sowie auf die MTU Aero Engines
GmbH, Minchen, die ihrerseits unmittelbar und mittelbar das operative Geschaft hait. Die
Forderungen enthalten Umsatzsteueranspriiche. Das Eigenkapital umfasst das Grundkapi-
tal, die Kapital- und Gewinnr{icklagen {incl. der eigenen Aktien) und den Bilanzgewinn. Durch
die Einstellung in die Gewinnricklagen ist eine Steigerung der Eigenkapitalquote eingetre-
ten. Die Riickstellungen betreffen Pensionsverpflichtungen und die Gbrigen Rickstellungen,
die im Wesentlichen Aufwendungen fur variable Vergitungen sowie flir das Matching Stock
Programm (MSP) enthalten. Die Verbindlichkeiten betreffen vornehmlich Darlehen an die

MTU Aero Engines Finance B.V. und den Finanzverkehr mit der MTU Aero Engines GmbH,
Minchen.

5. Erlauterungen zur Finanzlage

Die Verschlechterung der Finanziage wurde im Wesentlichen durch die Dividendenausschit-
tung in 2007 fur 2006 (43,6 Mio. €) sowie durch den Erwerb der eigenen Aktien 113,7 Mio. €
verursacht und konnte durch die Ergebnisibernahme einschlieRlich Steuerumlagen der MTU
Aero Engines Investment GmbH in Héhe von 27,7 Mio. Euro nicht kompensiert werden.

6. Risikobericht
Arten von Risiken

Die MTU ist Konjunktur-, Markt-, Kredit-, Liquiditats- sowie allgemeinen und einzelnen Ge-
schaftsrisiken ausgesetzt.

Risiken

Die Wirkung dieser Risiken auf die MTU Aero Engines Holding AG lasst sich nicht von den
Auswirkungen auf die anderen rechtlich selbstédndigen Einheiten der MTU trennen. Eine an-
gemessene RisikoUberwachung und -steuerung erfordert die Kenntnis, wie die Ertragslage
der MTU von der Entwickiung einzelner Risikofaktoren abhangt: Es muss eine die rechtlichen
Einheiten Gbergreifende Analyse der entsprechenden Geschifte vorgenommen werden.
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6.1. Risikomanagement

In das Risikomanagement sind alle Unternehmen eingebunden. Die Tochtergesellschaften
wenden das Risikomanagementsystem eigenverantwortlich an. Die von der Management-
Hoelding AG vorgegebenen Richtlinien bilden die Basis fiir eine einheitliche und angemessene
Behandlung von Risiken und deren Kommunikation. Das Risikomanagement der MTU Aero
Engines Holding AG wird in einem konzernweit glltigen Risikomanagement-Handbuch doku-
mentiert. Zur Verbesserung der Aussagefahigkeit des konzernweiten Risikoportfolios entwi-
ckelt die MTU das Risikomanagementsystem sténdig weiter.

Organisation des Risikomanagements

Der Vorstand gibt den Rahmen fir das Risikomanagement vor. Unterhalb der Vorstandsebe-
ne ist ein Risk-Management-Board installiert, das sich aus Fihrungskréften aller Funktionsbe-
reiche zusammensetzt. Die Mitglieder befassen sich in jedem Quartal mit den weitreichends-
ten Risiken. Aufterdem beschaftigt sich das Board mit aligemeinen Fragen des Risikomana-
gements und Uberwacht dessen Funktionsweise. Das Risikomanagement des Tagesge-
schafts wurde an die einzelnen MTU-Bereiche delegiert; in den Abteilungen und Tochterge-
sellschaften zeichnet das Flhrungsteam fur seine Umsetzung und Uberwachung verantwort-
lich. Das Risikofriiherkennungssystem wird vom Abschlusspriifer im Rahmen der Jahresab-
schlussprufung geprift. Zusatzlich finden unterjahrig Audits der internen Revision statt. Sie
prift die Einhaltung aller gesetzlichen und intern gesteckten Anforderungen und stélt Pro-
zessverbesserungen an, um das Risikomanagement kontinuieriich weiterzuentwickeln und zu
verbessern.

Identifikation von Risiken
Die MTU versteht das Risikomanagement als kontinuierlichen Prozess und dokumentiert die

wesentlichen Risiken der einzelnen Bereiche systematisch in Risk-Maps. Die Gesellschaften
tbermitteln die Risikosituation quartalsweise in Reports oder ad hoc.

Risiko- Risiko-

bewertung T bewiiltigung
d Uber - b
wachung
7 Rislko- ==

identifikation Kommuni-
. - katlon

Erlauterung des Risikocontrollings

Infolge der Transparenz risikobehafteter Entwicklungen und potenzieller Risiken kénnen frih-
zeitig und zielgerichtet MaBnahmen zur Bewaltigung und Begrenzung einleitet werden. Der
Risikomanagement-Prozess der MTU ist in die bestehenden Steuerungssysteme integriert
und mit ihnen abgestimmt. So wird sichergestellt, dass das Controlling frihzeitig gegensteu-
ern kann und gegebenenfalls in Abstimmung mit dem Bilanzwesen Rickstellungen gebildet
werden kdnnen.
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Bewertung und Analyse von Risiken

Die Risikomanagement-Analyse ist eng mit dem Planungs- und Steuerungsprozess verbun-
den. Besondere Bedeutung kommt den Prozessen zur mittelfristigen strategischen und zur
kurzfristigen operativen Unternehmensplanung sowie dem internen Berichtswesen zu. Im
Rahmen der strategischen Planung werden vor den Geschaftsentscheidungen friihzeitig po-
tenzielle Risiken identifiziert. Die operative Planung konkretisiert die mittelfristigen Ziele und
betreibt eine ausgewogene Risikovorsorge, die neben Risiken auch kinftige Chancen bertick-
sichtigt. Das interne Steuerungs- und Berichtswesen unterstiitzt die Planungs- und Entschei-
dungsprozesse.

Risikomessung

Die MTU unterscheidet unwahrscheinliche und wahrscheinliche Risiken. Als unwahrscheinli-
che Risiken gelten Ereignisse, deren Eintreten nach sorgfaltigem kaufmé&nnischem, techni-
schem und juristischem Ermessen eher nicht zu erwarten ist.

Bei wahrscheinlichen Risiken ist ein Schaden fur das Unternehmen nicht mehr auszuschlie-
fen. Zur Nachvollziehbarkeit und Prifbarkeit wird die ermittelte quantitative Schadenshéhe
unter Berlcksichtigung der beeinflussenden Umstdnde dokumentiert.

6.2. Allgemeine Risiken
Keonjunkturelles Risiko

Die MTU hat im Jahr 2007 82% ihres Umsatzes im Zivilen Triebwerksgeschaft und der Zivilen
Instandhaltung erzielt. Dieser Markt hangt stark vom zivilen Flugaufkommen ab und ist zykli-
schen Schwankungen unterworfen, die unter anderem von der aligemeinen Konjunktur ab-
héngen.

Einen erheblichen Einfluss auf den zivilen Flugverkehr Ubt der Olpreis aus. Seine Auswirkun-
gen beobachtet die MTU im Rabmen ihres Risiko-Managements regelmallig mittels verschie-
dener Olpreis-Szenarien. Der in den letzten Monaten stark angestiegene Olpreis wirkt sich
derzeit noch nicht wesentlich auf das Tricbwerksgeschaft aus. Steigerungen kdnnen sich aber
auf das gesamte Flugaufkommen negativ auswirken. Auf der anderen Seite kénnte ein hoher
Olpreis Fluggesellschaften dazu bewegen, éltere Maschinen mit héherem Treibstoffverbrauch
durch neue, sparsamere Modelle zu ersetzen.

Auch Terroranschlage wie in New York oder in Madrid haben gezeigt, dass sie die Konjunktur
abschwachen und den Flugverkehr negativ beeinflussen kénnen, da die Offentlichkeit die
Flugsicherheit auf den Prifstand stellt.

Marktrisiko

Im Militarischen Triebwerksgeschéft ist das Unternehmen in internationale Kooperationen
eingebunden. Auftraggeber sind nationale und multinationale Behérden, deren Budgets von
der Lage der éffentlichen Haushalte abhéngen. Die breite Aufstellung der MTU im Militéri-
schen Geschaft verhindert eine Abh&ngigkeit von einem einzigen Auftraggeber. Da im Militéri-
schen Bereich auf Basis langfristiger Vertrage operiert wird, sind kurzfristige Preisénderungen
weitestgehend ausgeschlossen. Da Behérden immer haufiger versuchen, militarische Trieb-
werke auf Basis verhandeiter Festpreise abzurechnen, besteht bei neuen militarischen Pro-
grammen zunehmend das Risiko, dass die dem Vertrag zugrunde liegenden technischen,
wirtschaftlichen und marktbezogenen Annahmen von den tatsachlichen Gegebenheiten und
den damit verbundenen erzielbaren Renditen abweichen.
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Der zivile Triebwerksmarkt ist ein Oligopol, in dem die MTU ihre Produkte Uberwiegend im
Rahmen von Risk-and-Revenue-Sharing-Partnerschaften vertreibt. Die Konsortialfihrer dieser
Partnerschaften bestimmen Preise, Konditionen und Nebenlgistungen - als Konsortialpartner
muss sich die MTU an diese Vorgaben halten. Die MTU ist im Rahmen dieser Partnerschaften
an den fuhrenden Triebwerksprogrammen der grofien Triebwerksherstelier beteiligt. Kunden
dieser Risk-and-Revenue-Sharing-Partnerschaften im Zivilen Triebwerks- und Instand-
haltungsgeschaft sind Fluggesellschaften. Aufgrund der konjunkturellen Abhangigkeit des
Flugverkehrs - aber auch aufgrund von Krisensituationen - kommen Fluggeseilschaften immer
wieder in wirtschaftlichen Schwierigkeiten. Die angespannte Situationen kénnen durch stei-
gende Treibstoffpreise zusatzlich verscharft werden. Die MTU ist in verschiedenen Marktseg-
menten und Schubbereichen tatig und erreicht so eine marktbezogene Risikostreuung. Dar-
Gber hinaus ist die MTU in verschiedene Konsortien eingebunden und damit unabhéngig von
einzeinen Konsortialpartnern oder einzelnen Triebwerksherstellern. Um zivile Serientricbwer-
ke zu vermarkten, werden Kunden vielfaltige Zugesténdnisse gemacht. Aufgrund der Risk-
and-Revenue-Sharing-Vertrdge muss die MTU die Zusagen gemaR ihres Programmanteils
erflllen. Die gleiche Interessenslage der Partner verhindert ein (iberzogenes Entgegenkom-
men bei Vertragsverhandlungen. Programmibergreifend findet ein Risikoausgleich statt: Zu-
gestandnisse an grofe Kunden in anfaufenden Programmen werden durch sinkende Ver-
marktungsaufwendungen bei alteren Programmen ausgeglichen.

Im zivilen Ersatzteilgeschaft wird nach Katalogpreisen abgerechnet, die einer jahrlichen
Preiseskalation unterliegen. Technische Weiterentwicklungen sowie eine aullerordentlich ho-
he Ersatzteilqualitit minimieren das Risiko aulerordentlicher Gewdahrleistungs-
aufwendungen.

Im Ersatzteilgeschaft der zivilen Instandhaltung wird der Wettbewerb durch Nachahmer-
Unternehmen verstarkt, die PMA-Teile (Parts Manufacturer Approval) zu giinstigeren Preisen
anbieten als Triebwerkshersteller. PMA-Teile stammen von Unternehmen, die die Zulassung
der US-amerikanischen Behorde FAA haben. Die MTU schitzt sich vor dieser Koenkurrenz vor
allem durch technische Weiterentwicklungen. In der Zivilen Triebwerksinstandhaltung entsteht
neue Konkurrenz durch Designated Engineering Representatives (DER). Diese von der FAA
anerkannten, unabhangigen Fachleute entwickeln Reparaturverfahren fur Triebwerksteile. Die
MTU geht davon aus, dass DER-Reparaturen nur einen kleinen Teil des Markies erreichen
werden. Das Geschaftsvolumen des Zivilen Instandhaltungsgeschafts basiert zu Ober 50% auf
mittel- und langfristigen Vereinbarungen. Das Risiko des Preisverfalls ist damit begrenzt.

Finanzderivate

Die MTU unterliegt Wechselkurs-, Zinsanderungs- und sonstigen Preisrisiken, die mit Hilfe
von Finanzderivaten minimiert werden.

Kreditrisiko

Alle Konzerngesellschaften der MTU Aero Engines Holding AG gehen Kreditrisiken ein. Das
Kreditrisiko der MTU wird Giber das Risk-Managemeni-Board und die fir das Risikomanage-
ment in den Konzernbereichen Verantwortlichen gesteuert.

Liquiditatsrisiko
Das Liquiditatsrisiko wird vom Treasury-Board gesteuenrt. Die Steuerung basiert auf einer Ana-
lyse aller zukinftigen Cash Flows nach Geschiéftsbereichen, Produkt, Wahrung und Standort.

Der Prozess beinhaltet die Uberwachung und Limitierung aggregierter Mittelabfliisse und Mit-
telaufnahmen.
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6.3. Einzelrisiken

Im Folgenden werden Risikofelder dargestellt, die das Geschaft sowie Ertrags-, Finanz- und
Vermigenslage der MTU nachhaltig beeinflussen kénnen. Fiir die Abfederung der Hauptrisi-
ken hat die MTU in der Prognose flr das laufende Geschéftsjahr vorgesorgt - entsprechend
der jeweiligen Eintrittswahrscheinlichkeit.

Entwicklungsrisiko

Im Zivilen und Milit4rischen Triebwerksgeschaft erbringt die MTU Entwicklungsleistungen, bei
denen unplanmafige Verzdgerungen auftreten kénnen. Das Unternehmen sichert die strikte
Einhaltung der Zeitpl&ne ab, indem sie hoch qualifizierte Mitarbeiter beschéftigt und sie lau-
fend weiterqualifiziert. Die Einbindung in Kooperationen erméglicht eine partnerschaftliche
Zusammenarbeit Uber Unternehmensgrenzen hinweg und bewirkt eine Risikostreuung.

Dariiber hinaus unterliegen die Produkte der MTU strengsten Sicherheitsanforderungen. Fir
ihre Tatigkeit bendtigt die Gesellschaft eine Reihe von Behdrdenzulassungen, insbesondere
vom Luftfahrtbundesamt und der US-amerikanischen FAA. Diese Zulassungen gelten nur fir
bestimmte Zeitrdume; zur Verldngerung sind neue Prifungen notwendig. Detailliert beschrie-
bene Produktions- und Reparaturprozesse gewdhrleisten die Einhaltung aller Regeln.
Generell sind die Geschéftsplane der MTU bei neuen Triebwerken langfristig angelegt. Sie
gehen in der Rege! von langen Rickzahlungsfristen aus, so dass sich die Investitionen in der
Entwicklungsphase und im Serienanlauf erst Ober einen langeren Zeitraum amortisieren.
Durch den langfristigen Betrachtungszeitraum kénnen die tatsachlichen Gegebenheiten von
den zugrunde liegenden technischen, wirtschaftlichen und marktbezogenen Annahmen ab-
weichen und in Folge dessen auch die erzielbare Rendite.

Lieferantenrisiko

Die MTU ist in einigen Bereichen der Rohstoffversorgung, bei einzelnen Teilen und Kompo-
nenten sowie bei der Bereitstellung spezifischer Dienstleistungen von Lieferanten und Drittan-
bietern abhangig.

Um unabhdngiger agieren zu kénnen, strebt sie die Verpflichtung mehrerer gleichwertiger
Lieferanten fur Material, Teile und Dienstleistungen an. Mit ,Single source®-Lieferanten ver-
einbart die MTU langfristige Vertrage, um die Versorgung auch bei pldtzlich auftretenden
Engpéssen zu sichern. So will sich das Unternehmen auch vor kurzfristigen Preiserhéhungen
schitzen.

Auch beim Kauf von Rohstoffen versucht die MTU, sich gegen die kontinuierlich steigenden
Preise - insbesondere bei teuren Legierungen - abzusichern. So haben sich beispielsweise
die Preise flr das Legierungselement Nickel von Ende 2005 bis Mitte 2007 auf rund 50.000
US-Dollarfto vervierfacht. Zur Absicherung der Preise hat die MTU analog ihres Vorgehens
bei der Sicherung von Fremdwahrungsgeschéften auch Sicherungsgeschéfte flir zuklnftigen
Nickelbedarf abgeschlossen.

Programmrisiko

Neben den generellen Geschéfisrisiken sieht die MTU insbesondere Risiken beim Trieb-
werksprogramm TP400-D6 fur den neuen Airbus-Militartransporter A400M. Die MTU ist in ein
Konsortium eingebunden, das von vier europaischen Unternehmen gebildet wird. Entspre-
chend ihres Programmanteils haften die Partner fir Verzégerungen. Durch mégliche Verzége-
rungen der Entwicklungsaktivitdten mit entsprechend verspéteten Zulassungen bzw. Ausliefe-
rung der Triebwerke besteht grundsétzlich das Risiko auf vertraglich vereinbarte Strafzahlun-
gen. Entsprechend der Eintrittswahrscheinlichkeiten hat die MTU eine bilanzielle Risikovor-
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sorge in Hohe von 44,4 Mio. € getroffen. Diese Risikovorsorge deckt alle potenziellen Risiken
innerhalb des Entwicklungsprogramms ab, die auf die MTU zukommen kdnnten.

Kapazitdtsengpassrisiko

Der Triebwerksmarkt wird in den kommenden Jahren voraussichtlich weiter wachsen, wie die
Vielzahl an neuen Auftragen seitens der Fluggesellschaften zeigt. Von diesem Wachstum wird
auch die MTU profitieren. Aufgrund der bereits hohen Auslastung innerhalb der MTU wird die
Anpassung an den gestiegenen Kapazitatsbedarf eine Herausforderung der Zukunft, die von
unterschiedlichen Faktoren beeinflusst wird.

Mit dem Aufbau des neuen Standorts in Polen sowie internen Projekten zur Produktivitatsste i-
gerung stellt sich die MTU diesen Herausforderungen. Generell kann es beim Aufbau neuer
Standorte im rechtlichen und technischen Bereich zu Problemen oder Verzégerungen kom-
men, die die erwartete Rendite beeinflussen kénnen.

Fremdwahrungsrisiko

Im Zivilen Triebwerksgeschaft und in der Zivilen Instandhaltung wird in US-Dollar abgerech-
net; der grofte Teil der Arbeitskosten und ein Teil der Material- und Dienstleistungszukaufe
fallen hingegen in Euro an. Die MTU rechnet Zukaufe soweit méglich in US-Dollar ab, verflgt
aber immer (ber einen US-Dollar-Uberschuss, der einem Kursrisiko ausgesetzt bleibt. Ein
weiter steigender Euro-Kurs kénnte sich nachteilig auf die Ertrags-, Finanz- und Vermégens-
lage des Unternehmens auswirken. Der Umfang des natural hedging’ also des Anteils der
Dollarausgaben an den gesamten Dollareinnahmen betragt zwischen 70 und 75%.

Um das Kursrisiko zu minimieren, schliefit die MTU Kurssicherungsgeschéfte ab. Diese Si-
cherungsgeschafte basieren auf einer Strategie, die sich am aktuelien Kursniveau des US-
Dollars orientiert und anhand der erwarteten Kursentwicklung ein Sicherungsszenario vorgibt,
das in Bezug auf die Kurserwartung positiv, negativ oder neutral sein kann. Auf Basis der
Handlungsalternativen kénnen Terminverkaufe erfolgen.

Zinsrisiko

Die Finanzschulden der MTU beinhalten Zinsrisiken. Die Bankkreditlinie (Revolving Credit
Facility), die zum Jahresende 2007 mit 69,6 Mio. € und zusatzlich mit Burgschaften in Héhe
von 16,5 Mio. € beansprucht wird, besitzt ein marktiibliches variables Zinsniveau. Der Zins-
satz kénnte unter bestimmten Umstanden - wie auch durch Anstieg des Marktzinsniveaus
oder aufgrund einer Verschlechterung der finanziellen Situation der MTU - weiter steigen. Im
abgelaufenen Geschaftsjahr hat die MTU ihre Brutto-Finanzschulden um 4,3% gesenkt und
das Zinsrisiko weiter reduziert.

Lease-Engine Vertragsrisiko

Die Zivile Instandhaitung der MTU verfligt Uber Triebwerke, die sie Kunden tber einen gewis-
sen Zeitraum zur Verfigung stellt. Um mit diesen Antrieben einen kontinuierlichen Ertrag zu
erwirtschaften, missen nach Ablauf der Vertragslauizeit Anschlussvertrage vereinbart wer-
den. Beim Verkauf der Triebwerke besteht die Méglichkeit, diese unter oder Gber dem beste-
henden Restwert zu verkaufen.
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Forderungsausfatlrisiko

Im Zivilen Triebwerksgeschaft und in der Zivilen Instandhaltung sind Fluggesellschaften indi-
rekte und direkte Kunden der MTU, Bei diesen Gesellschaften kénnen finanzielle Probleme
auftreten. Die Folgen: Sie planen oder fihren Umstrukturierungen durch, schlieften sich zu-
sammen oder lassen sich unter Glaubigerschutz stellen. Ihre Situation wirkt sich auf die For-
derungen der MTU und ihrer Partner aus.

Die Kooperationsfiihrer im zivilen Serien- und Ersatzteilgeschaft betreiben ein intensives For-
derungsmanagement. In der Zivilen Triebwerksinstandhaltung kontrollieren die Verant-
wortlichen der MTU offene Forderungen in kurzen Zyklen. Vor Vertragsabschlissen werden
maogliche Risiken beurteilt und eventuelle Sicherungsmafinahmen festgelegt. Soweit angebo-
ten, nutzt die Gesellschaft die Absicherung politischer Kreditrisiken durch Hermesdeckung.

Haftungs-Risiko

In der Luftfahrtindustrie kann es trotz hdchster Qualitdtsanspriche in Fertigung und Instand-
haltung zu Unfallen kommen. Im Militdrischen Triebwerksgeschaft (mit Ausnahme des Ex-
ports) ist die MTU durch Freistellungen weitgehend von der Haftung fiir Produktrisiken befreit.
Die verbleibenden Haftungen, insbesondere im Zivilen Triebwerksgeschaft, sind durch Policen
mit umfassender Deckung abgesichert - dazu zahit die Luftfahrthaftpflicht. Bestandsgeféhr-
dende Risiken durch Feuer und Betriebsunterrechungen sind ebenfalls versichert. Nicht versi-
chert ist aufgrund der UbermaRig hohen Préamien das Terrorrisiko. FUr den Bereich Manager-
haftung hat die MTU eine Directors’ & Officers’ Liability-Versicherung abgeschlossen; aufer-
dem gibt es Versicherungen fur nicht bestandsgefahrdende Risiken.

Abhédngigkeit von Joint Ventures, Konsortien und Partnern

Die MTU ist im Militarischen und Zivilen Triebwerksgeschaft vertraglich mit vielen Partnern
und Konsortien verbunden. Die Abhangigkeiten innerhalb der Konsortien und Partnerschaften
wurden bereits in den Markt- und Wettbewerbsrisiken detailliert beschrieben.

Im Zivilen Instandhaltungsgeschéft ist die MTU im asiatischen Markt unter anderem an einem
50:50-Joint Venture, der MTU Maintenance Zhuhai, beteiligt. Generell besteht bei gemeinsam
gefihrten Unternehmen, in denen Entscheidungen gemeinsam getroffen werden missen, das
Risiko von Meinungsverschiedenheiten, wenn die eigenen Interessen nicht mit denen der
Partner in Einkiang stehen.

Personalrisiken

In der Luftfahrtbranche herrscht grofier Wettbewerb, hoch qualifizierte Mitarbeiter flir die Ent-
wicklung, Herstellung und Instandhaitung technischer Spitzenprodukte zu gewinnen. Durch
die positive konjunkturelle Entwicklung sowie den Personalbedarf der MTU gewinnt die erfolg-
reiche Personalakquisition sowie eine Mitarbeiterbindung zunehmend an Bedeutung. Haupt-
aufgabe des Personalmanagements ist es, Mitarbeiter zu rekrutieren und langfristig zu bin-
den. Zu bieten hat die MTU ein flexibles Entlohnungssystem, umfangreiche Sozialleistungen,
ein breit gefachertes Bildungsprogramm mit internen und externen Angeboten, eine gut aus-
gebaute Gesundheitsvorsorge sowie konzernweite Rotations- und Aufstiegsmaoglichkeiten.

IT-Risiken

Risiken im IT-Bereich sind der Verlust geheimer Daten durch Spionage oder Systemausfalle.
Die MTU ist aufgrund ihres Geschafts mit militdrischen Kunden im Umgang mit geheimen Da-
ten und deren Sicherung besonders sensibel — sie verfiigt ber ein weitentwickeltes Daten-
und Geheimschutz-System. Auch bei der Einfilhrung neuer IT-Systeme kann es zu Stdrungen
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der Arbeitsabldufe kommen. Insbesondere im Zivilen Instandhaltungsgeschéft mit seinen
komplexen Arbeitsfolgen stellt die Neueinflhrung von IT-Systemen eine besondere Heraus-
forderung dar. Die MTU minimiert solche Risiken durch den Einsalz ausgebildeter Experten
und eines professionellen Projektmanagements.

Umweltrisiken

Die MTU unterliegt mit ihrer Geschaftstatigkeit zahlreichen Umweltschutzgesetzen und
-vorschriften. Insbesondere durch den Einsatz chemischer Stoffe in der Fertigung und Emissi-
onen der Prufstdnde kann es bei einer Verscharfung der Umweltauflagen zu zusatzlichen In-
vestitionskosten kommen.

Fiir das Betreiben bestimmter Produktionsanlagen wie Prifstdnden und galvanischen Anla-
gen bendtigt die MTU spezielle Zulassungen. Auflagen mussen strikt eingehalten werden und

die Dokumentation gesichert sein. Ein nach DIN EN I1SO 14001 zertifiziertes Umwelt-
Management minimiert Risiken in diesem Bereich.

6.4, Gesamtaussage zur Risikosituation der MTU

Auf Basis ihres Risikomanagement-Systems schétzt die MTU auch das Gesamtrisiko ein. Das
System wird von der Internen Revision und dem Management regelmafRig geprift. Dariber
hinaus prift der Wirtschaftsprifer im Rahmen der Jahresabschlusspriifung das Risikofriiher-
kennunssystem. Zum jetzigen Zeitpunkt sind keine Risiken erkennbar, die zu einer dauerhaf-
ten und wesentlich negativen Beeintrachtigung der Ertrags-, Finanz- und Vermdgenslage fih-
ren kénnten. Organisatorisch hat die MTU alle Voraussetzungen geschaffen, um frihzeitig
{lber mogliche Risikosituationen informiert zu werden.

7. Prognosebericht
Gesamtwirtschaftliche Rahmenbedingungen

Seit drei Jahren wéchst die Weltwirtschaft durchschnittlich um ca. 4 % pro Jahr. Fir das Jahr
2008 prognostizieren Experten ein globales Wachstum zwischen 3 und 3,5 %. Dabei wird eine
mogliche Konjunkturabschwichung in den USA von Uberproportionalen Anstiegen insbeson-
dere in den asiatischen Landern kempensiert.

Branchenentwicklung

Von der allgemeinen Konjunkturentwicklung profitiert auch der Flugverkehr: 2008 und in den
Folgejahren wird mit der Zunahme von Passagier- und Frachtaufkommen von jahrlich 5 bis 6
% gerechnet. Die beiden groflen Flugzeughersteller werden gemeinsam die Auslieferungs-
marke von 1.000 zivilen Flugzeugen 2008 - spitestens 2009 - Gberschreiten. Das prognosti-
zierte Flugaufkommen wird sich auf den Markt der Zivilen Triebwerksinstandhaltung nieder-
schlagen - die jahrliche Zuwachsrate dirfte bei rund 6 % liegen.

Erwartete Ertragslage
Umsatz

An die MTU werden aufgrund bestehender Gewinnabfiihrungsvertrdge mit verbundenen ope-
rativen Gesellschaften deren Ergebnisse abgefuhrt. Von den Ergebnissen der operativen Ge-
sellschaften hangt damit die Finanz- und Ertragslage der Gesellschaft ab. Zum Stand der
Verodffentlichung des Geschéftsberichts (Mérz 2008) erwartet die MTU mit ihren verbundenen
Gesellschaften fur das Geschéftsjahr 2008 ein Umsatzniveau wie im Vorjahr von rund 2,6
Mrd. € bei einem unterstellten US-Dollarkurs von 1,50. Bereinigt man diesen Umsatz um US-
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Dollarkurseffekte, ergibt sich ein Wachstum zwischen 5 und 6 %. Dieser Anstieg durfte sich
auch in 2009 forisetzen.

Die Planungsannahmen flr die Geschéaftsbereiche der MTU mit ihren verbundenen Gesell-
schaften sehen wie folgt aus:

= Im Zivilen OEM-Geschift erwartet die MTU fur 2008 einen US-Dollarkursbereinigten
Zuwachs von rund 6 bis 7 % durch das Anlaufen des Seriengeschafts des Triebwerks
GP7000, das den Airbus A380 antreibt. Auch das v2500SelectOne, die optimierte
Version des Bestseller-Antriebs V2500, das die A320-Familie antreibt, wird zu dem
Umsatzanstieg beitragen. Darlber hinaus wird die gute Auslastung der Airlines fUr an-
haltend hohe Erldse im Ersatzteilgeschaft somgen.

= Das Militarische OEM-Geschaft diirfte weiterhin einen Jahresumsatz von etwa 500
Mio. € erreichen.

= In der Zivilen Triebwerksinstandhaltung wird ein US-Dollar wechselkursbereinigtes
Umsatzwachstum erwartet, das leicht iiber der allgemeinen Marktentwicklung und da-
mit zwischen 6 und 8 % liegen dirfte.

Erwartete Finanzlage

Die MTU mit ihren verbundenen Gesellschaften rechnet fir 2008 mit Sachinvestitionen in der
GréRenordnung von 4-5 % vom Umsatz, Das ist mehr als im Jahr 2007 und (bersteigt das
Ubliche Investitionsniveau. Im Wesentlichen ist dies bedingt durch Investitionen in die Fertig-
stellung des Triebwerkspriifstands sowie Erweiterungsmafnahmen bei der MTU Maintenance
Hannover.

Chancen

In den kommenden Jahren ergeben sich nach Einschatzung der Gesellschaft zahlreiche Ges-
taltungsméglichkeiten for die MTU und deren verbundene Unternehmen. Neben gesamtwirt-

schaftlichen und branchenspezifischen Chancen ergeben sich fir die Gesellschaft und deren
verbundene Unternehmen aufgrund der Kooperationen mit langjihrigen Triebwerkspro-

grammpartnern weitere strategische Chancen.

Strategische Chancen

» Akquisition von weiteren Programmbeteiligungen zukunftiger Triebwerksprogramm-
generationen neuester Technologien.

* Marktzugang zu neuen Triebwerksprogrammbeteiligungen und weiteren Geschéaftsfel-
dern.

= Weiterer Ausbau militarischer Triebwerksprogrammbeteiligungen auf dem US-
amerikanischen Markt,

» Ausbau von Supplier-Potentialen fur das TP400 Triebwerk (Militartransporter A400M).
» Ausbau von weiterern strategischen Kooperationen mit Triebwerkspartnern.
v Verbesserte Rentabilitat und optimierte Kostensituation durch Auf- und Ausbau des

Standorts Polen und die damit verbundene Strukturoptimierung fur die zivile Trieb-
werksinstandhaltung.
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* Produktivitatsverbesserung durch weitere Optimierung der Durchlaufzeiten, Termin-
treue und Qualitat.

» Sicherung der Konzernkompetenzen durch technologische Weiterentwicklung (Ge-
triebefan, Clean Air Engine-Technologieprogramm).

8. Erlauterung der Angaben nach § 289 Abs. 4 des Handelsgesetzbuchs
Zusammensetzung des gezeichneten Kapitals

Zum 31. Dezember 2007 hat das Grundkapital der MTU Aero Engines Holding AG 55 Mio. €.
betragen. Es ist in 55 Mio. Stuck nennwertlose, auf den Namen lautende Stiickaktien einge-
teilt. Jede Aktie gewdhrt eine Stimme.

Beschriankungen, die Stimmrechte oder die Ubertragung von Aktien betreffen

Zum 31. Dezember 2007 betrug der Bestand an eigenen Aktien nach Ausgabe der Aktien im
Rahmen des Matching Stock Program im Juni 2007 4.270.410 Stuck. Bei eigenen Aktien wer-
den keine Stimmrechte ausgeiibt. Die Satzung der MTU Aero Engines Holding AG enthalt
keine Beschrankungen, die die Stimmrechte oder die Ubertragung von Aktien betreffen. Der
Vorstand hat keine Kenntnis von einer Vereinbarung zwischen Gesellschaftern, aus der sich
derartige Beschrankungen ergeben.

Beteiligungen am Kapital, die mehr als 10% der Stimmrechte liberschreiten

Nach dem Wertpapierhandelsgesetz muss jeder Anleger, der durch Erwerb, VeraulRerung
oder sonstige Weise bestimmte Anteile an Stimmrechten erreicht, Oberschreitet oder unter-
schreitet, dies der MTU und der Bundsanstalt fir Finanzdienstleistungsaufsicht (BaFin) mittei-
len. Der niedrigste Schwellenwert fur diese Anzeigepflicht war bisher 5%; seit 20. Januar 2007
gilt die neue Marke von 3%. Der MTU sind keine direkten oder indirekten Beteiligungen be-
kannt, die 10% der Stimmrechte Uberschreiten.

Aktien mit Sonderrechten, die Kontrollbefugnisse verleihen
Aktien mit Sonderrechten, die Kontrollbefugnisse verleihen, wurden nicht ausgegeben.

Art der Stimmrechtskontrolle, wenn Arbeitnehmer am Kapital beteiligt sind und ihre
Kontrollrechte nicht unmittelbar ausiiben

Die Arbeitnehmer, die Aktien der MTU Aero Engines Holding AG halten, iben ihre Kontroll-

rechte wie andere Aktiondre unmittelbar nach Malgabe der gesetziichen Vorschriften und der
Satzung aus,
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Bestimmungen uber die Ernennung und Abberufung von Vorstandsmitgliedern

Nach dem Aktiengesetz (§ 84 AktG) werden die Mitglieder des Vorstands vom Aufsichtsrat
bestellt. Die Zahl der Vorstandsmitglieder wird vom Aufsichtsrat bestimmt. Nach der Satzung
besteht der Vorstand mindestens aus zwei Mitgliedern. Der Aufsichtsrat kann ein Vorstands-
mitglied zum Vorsitzenden des Vorstands ernennen. Vorstandsmitglieder dirfen fiir héchstens
funf Jahre bestellt werden. Eine wiederholte Bestellung oder Verléangerung der Amtszeit - je-
weils fiir hdchstens funf Jahre - ist zulassig. Nach dem Mitbestimmungsgesetz (§ 31MitbestG)
ist flir die Bestellung von Vorstandsmitgliedern eine Stimmmehrheit von mindestens zwei Drit-
teln der Mitglieder des Aufsichtsrats erforderlich. Kommt eine Bestellung nicht zu Stande, so
hat der Vermittlungsausschuss dem Aufsichtsrat innerhalb eines Monats einen Vorschlag fur
die Bestellung zu machen. Kommt auch dann keine Bestellung zu Stande, so hat bei einer
erneuten Abstimmung der Aufsichtsratsvorsitzende zwei Stimmen; seinem Stellvertreter steht
eine zweite Stimme nicht zu.

Der Aufsichtsrat kann die Bestellung zum Vorstandsmitgiied und die Ernennung zum Vorsit-
zenden des Vorstands widerrufen, wenn ein wichtiger Grund vorliegt — etwa grobe Pflichtver-
letzung oder Unféhigkeit zur ordnungsgemaélen Geschéftsfihrung .

Bestimmungen iiber die Anderung der Satzung

Jede Satzungsianderung bedarf eines Beschlusses der Hauptversammlung (§ 179 AktG). Die-
se Beschllisse werden gemaf der Satzung mit einfacher Stimmenmehrheit und, soweit eine
Kapitalmehrheit erforderlich ist, mit einfacher Kapitalmehrheit gefasst - falls nicht das Gesetz
zwingend etwas anderes vorschreibt (§ 18 Absatz 1). Die Befugnis zu Anderungen, die nur
die Fassung betreffen, wie zum Beispiel Anderungen des Grundkapitals infolge Ausnutzung
genehmigten Kapitals, ist laut Satzung dem Aufsichtsrat Gbertragen worden (§ 13). Satzungs-
anderungen werden mit Eintragung in das Handelsregister wirksam (§ 181 Absatz 3 AktG).

Befugnisse des Vorstands, insbesondere zur Ausgabe und zum Riickkauf von Aktien
Genehmigtes Kapital

Der Vorstand wurde in der Hauptversammlung vom 30. Mai 2005 erméchtigt, das Grundkapi-
tal durch Ausgabe neuer Aktien gegen Geldeinlagen, bei dem genehmigten Kapital Il auch
gegen Sacheinlagen, zu erhéhen. Zum 31. Dezember 2007 verflgte die MTU Aero Engines
Holding AG (ber ein genehmigtes Kapital von 24.750.000 €, welches bis zum 29. Mai 2010
begeben werden kann.

Genehmigtes Kapitail

Der Vorstand der Gesellschaft ist ermachtigt, das Grundkapital bis zum 29. Mai 2010 mit Zu-
stimmung des Aufsichtsrats durch Ausgabe neuer, auf den Namen lautender Stlckaktien ge-
gen Bareinlage einmalig oder mehrmals um bis zu insgesamt 5,5 Mio. € zu erhdhen.
Genehmigtes Kapital Il

Der Vorstand ist ferner ermachtigt, das Grundkapital bis zum 29. Mai 2010 mit Zustimmung
des Aufsichtsrats durch Ausgabe neuer, auf den Namen lautender Stlckaktien gegen Bar-

und / oder Sacheinlage einmalig oder mehrmals um bis zu insgesamt 19,25 Mio. € zu erh6-
hen.
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Wandel- und Optionsanleihen

Der Vorstand wurde in der Hauptversammiung vom 30. Mai 2005 erméchtigt, bis zum 29. Mai
2010 mit Zustimmung des Aufsichtsrats einmalig oder mehrmals auf den Inhaber oder auf den
Namen lautende Wandelschuldverschreibungen, Optionsschuldverschreibungen, Genuss-
scheine oder Gewinnschuldverschreibungen bzw. Kombinationen dieser Instrumente (zu-
sammen ,Schuldverschreibungen’) mit oder ohne Laufzeitbegrenzung im Gesamtnennbetrag
von bis zu 750.000.000 € zu begeben und den Inhabern bzw. Glaubigern von Wandelschuld-
verschreibungen und / oder Optionsschuldverschreibungen Wandlungs- bzw. Optionsrechte in
auf den Namen lautende Aktien der Gesellschaft mit einem anteiligen Betrag des Grundkapi-
tals von bis zu 19.250.000 € nach niherer Mallgabe der Wandel- bzw. Optionsanleihebedin-
gungen zu gewéhren. Die Schuldverschreibungen kdnnen in Euro oder — in entsprechendem
Gegenwert — in einer anderen gesetzlichen Wahrung, beispielsweise eines OECD-Landes,
begeben werden. Sie kénnen auch durch eine unmittelbare oder mittelbare Beteiligungsge-
sellschaft der MTU Aero Engines Holding AG ausgegeben werden; in einem solchen Fall ist
der Vorstand ermachtigt, mit Zustimmung des Aufsichtsrats fir die Gesellschaft die Garantie
far die Schuldverschreibungen zu Ubernehmen und den Inhabern Wandlungs- und Options-
rechte auf neue, auf den Namen lautende Stlickaktien der MTU Aero Engines Holding AG zu
gewdhren.

In der Hauptversammiung vom 30. Mai 2005 wurde klargestellt, dass die in vorgenanntem
Beschluss vorgesehene Moglichkeit der Ausgabe der Schuldverschreibungen durch eine un-
mittelbare oder mittelbare Beteiligungsgesellschaft der MTU Aero Engines Holding AG aus-
schlieBlich die Ausgabe durch Konzernunternehmen im Sinne von § 18 AktG zum Zwecke der
Befriedigung eines Konzernfinanzierungsintere sses erfasst.

Erméachtigung zum Erwerb eigener Aktien

a. Die Gesellschaft wurde in der Hauptversammlung vom 27. April 2007 erméchtigt, fur
die Zeit vom 28. April 2007 bis einschlieBlich zum 27. Oktober 2008 gemal § 71 Abs.
1 Nr. 8 AktG eigene Aktien mit einem anteiligen Betrag des Grundkapitals bis zu 10
Prozent des bei der Beschlussfassung bestehenden Grundkapitals der Gesellschaft zu
erwerben. Der Erwerb kann nach Wahl des Vorstands iiber die Bérse oder mittels ei-
nes an samtliche Aktiondre gerichteten offentlichen Kaufangebots (oder — soweit
rechtlich zuldssig — der &ffentlichen Aufforderung zur Abgabe eines Verkaufsangebots)
erfolgen. Der Gegenwert flr den Erwerb dieser Aktien darf den Bérsenkurs um nicht
mehr als 10 Prozent Uber- bzw. unterschreiten, wobei etwaige Erwerbsnebenkosten
aufler Ansatz bleiben. Als mafigeblicher Bérsenkurs im Sinne der vorstehenden Rege-
lung gilt dabei im Falle eines Erwerbs Uber die Borse der Mittelwert der Aktienkurse in
der Schlussauktion im XETRA-Handel (oder einem vergleichbaren Nachfolgesystem)
wahrend der letzten drei Bérsenhandelstage vor dem Erwerb der Aktien. Im Falle ei-
nes Erwerbs mittels eines an samtliche Aktiondre gerichteten éffentlichen Kaufange-
bots {oder der &ffentlichen Aufforderung zur Abgabe eines Verkaufsangebots) gilt der
Mittelwert der Aktienkurse in der Schiussauktion im XETRA-Handel {oder einem ver-
gleichbaren Nachfolgesystem) wahrend der letzten drei Bérsenhandelstage vor der
Verdffentlichung des Angebots als mafigeblicher Boérsenkurs. Im Fall erheblicher
Kursschwankungen ist der Vorstand erméchtigt, dieses Kaufangebot oder die Auffor-
derung zur Abgabe eines Verkaufsangebots unter Beriicksichtigung eines neuen Mit-
telwertes der Aktienkurse nach Maflgabe des vorstehenden Satzes neu zu verdffentli-
chen. Bei Erwerb mittels eines an samtliche Aktiondre gerichteten 6ffentliche Kaufan-
gebots (oder der &ffentlichen Aufforderung zur Abgabe eines Verkaufsangebots) kann
das Volumen des Angebots begrenzt werden. Das Angebot oder die Aufforderung zur
Abgabe eines Angebots kann weitere Bedingungen enthalten. Sofern die gesamte An-
nahme des Angebots {oder die Gesamtzahl der Angebote} dieses Volumen iber-
schreitet, muss der Erwerb im Verhdltnis der jeweils angebotenen Aktien erfolgen; da-
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bei dirfen kleine zum Erwerb angebotene Pakete (bis 100 Stiick) bevorzugt behandelt
werden. Das Angebot oder die Aufforderung zur Abgabe eines Angebots kann weitere
Bedingungen enthalten.

b. Der Vorstand wird erméachtigt, die erworbenen eigenen Aktien der Gesellschaft auch in
anderer Weise als liber die Bbrse oder durch ein Angebot an die Aktionare zu verau-
Rern, wenn die Aktien gegen Barzahlung zu einem Preis verduert werden, der den
Borsenpreis von Aktien gleicher Ausstattung der Gesellschaft zum Zeitpunkt der Ver-
aulerung nicht wesentlich unterschreitet.

¢. Der Vorstand wird erméachtigt, mit Zustimmung des Aufsichisrats eine VerduBerung
der erworbenen eigenen Aktien in anderer Weise als Uber die Bérse oder mittels 6f-
fentlichen Angebots an samtliche Aktiondre vorzunehmen, soweit die erworbenen ei-
genen Aktien im Rahmen des Matching Stock Programms der Gesellschaft an dessen
Teilnehmer veraufert werden, die in einem Arbeits- oder Dienstverhéltnis mit der Ge-
sellschaft oder mit inr verbundenen Unternehmen stehen oder standen. Soweit eine
VerauRerung im Rahmen des Matching Stock Programms der Gesellschaft an Vor-
standmitglieder oder ehemalige Vorstandsmitglieder der Gesellschaft erfolgen soll,
wird der Aufsichtsrat zu dieser nicht Uber die Bérse cder mittels 6ffentlichen Angebots
an samtliche Aktionére erfolgenden Veraulterung erméchtigt. Das Bezugsrecht der Ak-
tionadre auf die eigenen Aktien der Gesellschaft ist insoweit ausgeschlossen.

d. DarlOber hinaus wird der Vorstand ermdachtigt, die erworbenen eigenen Aktien im
Rahmen von Unternehmenszusammenschlissen oder beim (auch mittelbaren) Erwerb
von Unternehmen, Unternehmensteilen oder Beteiligungen an Unternehmen ganz o-
der zum Teil als Gegenleistung zu verwenden. Das Bezugsrecht der Aktionadre auf die
eigenen Aktien der Gesellschaft ist insoweit ausgeschlossen.

e. Ferner wird der Vorstand ermachtigt, mit Zustimmung des Aufsichtsrats die erworbe-
nen eigenen Aktien zur Erflllung von Wandelschuldverschreibungen, Optionsschuld-
verschreibungen, Genussscheinen oder Gewinnschuldverschreibungen (oder Kombi-
nationen dieser Instrumente) zu verwenden, welche die Geselischaft auf Grund des
Hauptversammlungsbeschiusses vom 30. Mai 2005 begibt oder begeben hat. Das Be-
zugsrecht der Aktionare auf die eigenen Aktien der Gesellschaft ist insoweit ausge-
schiossen.

f. Weiterhin wird der Vorstand ermachtigt, die erworbenen eigenen Aktien mit Zustim-
mung des Aufsichtsrats ohne weiteren Hauptversammlungsbeschluss ganz oder teil-
weise einzuziehen. Sie kénnen auch im vereinfachten Verfahren ohne Kapitalherab-

setzung durch Anpassung des anteiligen rechnerischen Betrags der dbrigen Stiickak-
tien am Grundkapital der Gesellschaft eingezogen werden. Die Einziehung kann auf
einen Teil der erworbenen Aktien beschrénkt werden. Von der Erméachtigung zur Ein-
ziehung kann mehrfach Gebrauch gemacht werden. Erfolgt die Einziehung im verein-
fachten Verfahren, ist der Vorstand zur Anpassung der Zahl der Stiickaktien in der
Satzung ermachtigt.

g. Die vorstehenden Erméachtigungen konnen einmal oder mehrmals, ganz oder in Tei-
len, einzeln oder zusammen ausgeiibt werden. Sie kdnnen auch durch Konzernunter-
nehmen im Sinne des § 17 AktG ausgenutzt werden.

Sonstige Befugnisse
Der Aufsichtsrat hat gem3R § 5 der Satzung eine Geschéftsordnung flr den Vorstand erlas-

sen, die als Aniage einen Katalog derjenigen MaRnahmen enthalt, die der Vorstand nur mit
Zustimmung des Aufsichtsrats vornehmen darf.
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Wesentliche Vereinbarungen, die unter der Bedingung eines Kontrollwechsels infolge
eines Ubernahmeangebots stehen

Wesentliche Vereinbarungen der Konzernmuttergeselischaft, MTU Aero Engines Holding AG,
Miinchen, die unter der Bedingung eines Kontroliwechsels infolge eines Ubernahmeangebots
stehen, wurden nicht getroffen. Indirekte Auswirkungen infolge eines Kontrollwechsels auf die
Konzernmuttergesellschaft kénnten hingegen Vereinbarungen der Konzerntochtergesell-
schaft, MTU Aero Engines GmbH, Mlnchen, haben, die im CEM-Geschéaft eine Vielzahl von
Vertragen abgeschlossen hat, die der Konzerngeselischaft die Beteiligung an Programmen,
die mit den betreffenden Triebwerksprogrammen im Wettbewerb stehen {oder vergleichbaren
Schubklassen angehdren), untersagen oder ihr die Bereitstellung von Komponenten fir kon-
kurrierende Triebwerksprogramme verbieten (zum Beispiel: Kooperationsvertrag (General
Collaboration Agreement) mit Pratt & Whitney und weitere mit OEMs abgeschossene RRSP-
Vertrage).

Ebenfalls indirekte Auswirkungen auf die Konzernmuttergesellschaft MTU Aero Engines Hol-
ding AG, Miinchen, kénnten Vertrage von Konzerntochtergesellschaften im OEM- und MRO-
Geschift haben. Diese Vertrdge beinhalten Change of Control Klauseln, die den jeweiligen
Vertragspartner beim Erwerb der Kontrolle Gber die Gesellschaft durch einen Dritten zur Kin-
digung berechtigen. Eine Reihe der Vertrdge der Gesellschaft gewdhren Vertragspartnern
beispielsweise ein Kindigungsrecht, wenn ein Wettbewerber der Vertragspartner einen be-
stimmten Prozentsatz der Stimmrechte der Geselischaft erwirbt (normalerweise 25 - 30% des
Stamm- oder Grundkapitals).

Entschidigungsvereinbarungen fiir den Falt eines Ubernahmeangebots

Fir den Fall eines Ubernahmeangebots wurden keine Entschadigungsvereinbarungen mit
den Mitgliedern des Vorstands oder Arbeitnehmern getroffen.

Minchen, den 25. Februar 2008

Egon Dr. Rainer Dr. Stefan Reiner
Behle Martens Weingartner Winkler
Vorsitzender des Vorstand Varstand Zivile Vorstand Finanzen
Vorstands Technik Instandhaltung und Personal

END
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