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as at December 31, 2007
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Pensions
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as at January 1, 2008
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reserves

Other comprehensive income

Net income

Other changes

Balance
as at December 31, 2009

For comments on equity, see Note (15).
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Corporate sectors

Balance sheet (December 31)
Equity

Pension provisions

Net financial liabilities

Capital employed

Additions to capital employed
Capital employed December 31

Average capital employed

Income statement

External sales
Of which domestic (in %)
Of which foreign (in %)

Equity income

EBITDA

Amortization and depreciation
Of which impairment

EBIT

Operating EBIT

Interest income

Interest expenses

Net interest

EBT

Income taxes

Net income

EBIT rate of return (in %)

Other data

ROCE (in %)

Capital expenditures

R&D expenditures

Order intake

Order backlog December 31
Prepayments received

Employees as at December 31
(capacities)

Defence

2008

(1) 697
) 271
3 (96)

1)+2)+0B) 872

1,814
34.1
65.9

237
(43)

(5) 194
194

11

(28)

(a7)

177

(4)

143

10.7

(5)/ @) 20.4
53

61

1,723

3,307

478

9,217

2009

795
285
(197)
883
77
960
955

1,898
35.8
64.2

263
(48)

215
215

(30)
4)
191
(48)
143
11.3

22.5
74

85
3,153
4,590
396

9,304

Automotive
2008 2009
553 633
267 283
72 (223)
892 693
169 169
1,061 862
1,037 962
2,055 1,522
32.8 32.5
67.2 67.5
4 5
184 (70)
(123) (117)
(® (1)
61 (187)
73 (49)
4 2
(30) (25)
(26) (23)
35 (210
(17) 37
18 (173)
3.0 (12.3)
5.9 (19.4)
146 70
138 113
2,057 1,496
376 350
22 22
11,682 10,339

Others /

Consolidation

2008

(170)
39
229
98
(122)
4)
(19)

(10)

(10)
(10)
@)
@
©)
(19

19)

2009

(294)
42
376
124
(122)
2
(12

0
(13)

(13)
(13)

G
(11)
(14)
@7

(22)

123

Group

2008

1,080
577
205

1,862
124

1,986

1,967

3,869
33.4
66.6

411
(166)
®
245
257

(60)
(52)
193
(51)
142

6.3

12.5
200
199

3,780
3,683
500

21,020

2009

1,134
610
(44)

1,700
124

1,824

1,905

3,420
34.3
65.7

10
180
(165)
@1
15
153

©6)
6D
(46)
©
52
0.4

0.8
145
198

4,649

4,940

19,766



. Other regions /
Regions Germany Rest of Europe North America Asia consolidation Group

2008 2009 2008 2009 2008 2009 2008 2009 2008 2009 2008 2009

External sales

618 679 612 576 176 185 336 308 72 150 1,814 1,898
Defence
External sales 674 494 912 675 223 157 100 78 146 118 2,055 1,522
Automotive
Egi‘;[”alsa'es 1,292 1,173/ 1,524 | 1,251 399 342 436 386 218 268 3,869 3,420
in % of Group sales 33 34 40 37 10 10 11 11 6 8 - -
Assets 1,022 1,006 401 397 114 101 37 42 63 76 1,637 1,622

For comments on the segment reports, see Note (33).



2008

Intangible assets

Development costs

Concessions, industrial property rights and licenses
Other intangible assets

Goodwill

Prepayments made

Property, plant and equipment

Land, equivalent titles, and buildings
(incl. buildings on leased land)

Production plant and machinery
Other plant, factory and office equipment

Prepayments made and construction in progress

Investment Property

Total

2009

Intangible assets

Development costs

Concessions, industrial property rights and licenses
Other intangible assets

Goodwill

Prepayments made

Property, plant and equipment

Land, equivalent titles, and buildings
(incl. buildings on leased land)

Production plant and machinery

Other plant, factory and office equipment

Prepayments made and construction in progress

Investment Property

Total

Jan. 1, 2008

91
94
16
391

593

926
1,650

480
68
3,124

24

3,741

Jan. 1, 2009

108
97
35

419

661

962
1,736

490
69
3,257

26

3,944

Additions

24

30

12
60

32
66
170

200

Additions

41

46

35
14
43
99

145

Disposals

11

16
38

30

88

99

Disposals.

14

16

76
20

107

126

Book transfers/.
step-up

23
38

(60)

11

Book transfers

®
28

12
(61
(19)

19

Gross values

Adjustment
scope of
consolidation

20
28

48

0 O W o o

57

Adjustment
scope of
consolidation

The Book transfers/step-up column for 2008 covers an overall €11 million increase in the fair value of

essential land.

Currency.
differences

®
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€©)
®
33
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12
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Amortization, depreciation and impairment Net value

Adjustment

scope of Currency

Dec. 31, 2008 Jan. 1, 2008 Additions Disposals Book transfers Write-ups consolidation differences . Dec. 31,2008  Dec. 31, 2008

108 37 11 - - - - 1 49 59
97 69 9 2 0 - 0 0 76 21
35 3 3 - 0 - - 0 6 29
419 - 0 - - - - - 0 419
2 - 2
661 109 23 2 0 - 0 1 131 530
962 437 21 16 0 0 | 13 455 507
1,736 1,263 86 37 0 - 0 15 1,327 409
490 378 35 29 0 - 1 )] 383 107
69 - - - - - - k - 69
3,257 2,078 142 82 0 0 1 26 2,165 1,092
26 10 1 0 0 - - 0 11 15
3,944 2,197 166 84 - 0 1 27 2,307 1,637
Adjustment

scope of Currency.

Dec. 31, 2009 Jan. 1, 2009 Additions Disposals Book transfers Write-ups consolidation differences ~ Dec. 31,2009  Dec. 31, 2009
135 49 13 10 0 52 83
103 76 8 1 0 0 83 20

38 6 4 0 0 10 28
422 0 0 0 - - 0 422

2 - 2

700 131 25 11 0 - 0 0 145 555
959 455 23 5 ® - - 2 467 492
1,735 1,327 81 74 0 - 0 7 1,341 394
506 383 35 19 0 - 0 7 406 100
58 - - - - - - k - 58
3,258 2,165 139 98 (8) - 0 16 2,214 1,044
42 11 1 2 8 - - 1 19 23

4,000 2,307 165 111 0 - 0 17 2,378 1,622



(1) General information | The consolidated financial statements have been prepared in due accordance with
the regulations of Art. 315a (1) German Commercial Code (“HGB”) and hence with the International Financial
Reporting Standards (IFRS) as adopted by the European Union (EU). A Group-wide accounting guideline
binding on all companies included in the consolidated financial statements ensures that all current rules and
principles are consistently applied and interpreted. The consolidated financial statements and group
management report are filed with, and published in, the digital version of the Federal Gazette.

The new and revised standards and interpretations applied for the first time in the consolidated financial
statements in 2009, which were obligatory, are listed below.

IAS 1 (amended) Presentation of Financial Statements

IAS 23 (amended) Borrowing Costs

IAS 27 (amended) Consolidated and Separate Financial Statements

IAS 32 (amended) Financial Instruments: Presentation

IAS 39 (@amended) Financial Instruments: Recognition and Measurement
IFRS 1 (revised) First-Time Adoption of IFRS

IFRS 7 (revised) Financial Instruments: Disclosures

IFRS improvements Amendments of 20 IFRS Standards

IFRIC 9 (amended) Reassessment of Embedded Derivatives

IFRIC 13 Customer Loyalty Programmes

The following new and revised standards and interpretations were included in the consolidated financial
statements for the first time in 2009 as a result of early application.

IAS 39 (@mended) Financial Instruments: Recognition and Measurement
IFRIC 12 Service Concession Arrangements

IFRIC 15 Agreements for the Construction of Real Estate

IFRIC 16 Hedges of a Net Investment in a Foreign Operation
IFRIC 17 Distribution of Non-cash Assets to Owners

IFRIC 18 Transfers of Assets from Customers

The transitional provisions have been duly complied with.

The amendments to IAS 1 Presentation of Financial Statements primarily affect the presentation of changes in
equity which do not originate from transactions with shareholders. The profit or loss for the period is presented
including other comprehensive income in a statement of total income. The amendments affect the presenta-
tion of the financial statements but not the Group’s assets, financial situation and earnings.

A further amendment to IAS 1 has taken place in conjunction with an amendment to IAS 32 Financial
Instruments: Presentation and relates to the extended definition of equity for certain puttable financial
instruments and for financial instruments with a claim to pro rata net assets in the event of liquidation.
Moreover, additional disclosures in the notes are required for financial instruments affected by the amend-
ments. The effects of these amendments on the presentation of the Rheinmetall consolidated financial
statements are not material.

IAS 23 Borrowing Costs was amended to the effect that the borrowing costs incurred are to be capitalized for
assets which are manufactured over an extended period of time. This changed the Rheinmetall Group's
accounting and valuation principles as to date, borrowing costs have always been expensed. In the
Rheinmetall Group, this change will particularly affect the accounting of capitalized development costs for new
development projects from 2009.



As no new long-term development projects were begun in fiscal 2009, there were no effects from the amended
accounting in the year under review. In the wake of the amendment of IAS 23, borrowing costs incurred are
attributable to contract costs when recognizing construction contracts with effect from 2009 in accordance
with IAS 11. There are no effects from this on assets and earnings for the Rheinmetall Group, but generally only
amended information on the receivables and liabilities from construction contracts with regard to the incurred
production costs and margins. As financing for the ongoing construction contracts in the year under review is
covered by payments from clients, there are no effects on the notes.

The IASB has issued several amendments to IAS 39 Financial Instruments: Recognition and Measurement.
These concern clarifications as to the effective date of the new regulation for the reclassification of financial
instruments and the assessment of embedded derivatives in conjunction with a reclassification (amended at
the same time as IFRIC 9), as well as expanded regulations for the financial reporting of hedge accounting in
two specific scenarios, i.e. the designation of inflation risks as underlying and the designation of a unilateral
risk in an hedged item. Further amendments to the financial instruments concern the amendments to IFRS 7
Financial Instruments: Disclosures, which serve to improve the disclosures for financial instruments and
provide expanded disclosures on assessments on the fair value and the liquidity risk. These amendments
have no significant effects on the Rheinmetall consolidated financial statements.

The Improvements to IFRS document summarizes 35 minor modifications of current Standards and is
subdivided into two parts. The first section deals with amendments of potential impact on the presentation,
recognition or valuation, the second one with terminological and editorial improvements. Unless a specific
Standard provides otherwise, the amendments must be applied to financial statements for fiscal years
commencing on or after January 1, 2009. There are no significant amendments to the presentation of the
consolidated financial statements.

The further previously amended standards and amended and revised interpretations have no or no significant
effect on the Rheinmetall Group.

In the case of the following amended or revised Standards and Interpretations, published by the IASB in 2009,
adoption is not mandatory or adoption into the EU Community Law has not yet taken place.

IAS 24 (amended) Related Party Disclosures

IAS 27 (@amended) Consolidated and Separate Financial Statements
IAS 32 (amended) Financial Instruments: Presentation

IFRS 1 (revised) First-Time Adoption of IFRS

IFRS 2 (revised) Share-Based Payments

IFRS 3 (revised) Business Combinations

IFRS 9 Financial Instruments

IFRS improvements Amendments of 10 Standards and 2 Interpretations
IFRIC 8 (withdrawn) Scope of IFRS 2

IFRIC 11 (withdrawn) IFRS 2 — Group and Treasury Share Transactions
IFRIC 14 (@amended) IAS 19 — The Limit on a Defined Benefit Asset, Minimum Funding Requirements and

their Interaction
IFRIC 19 Extinguishing Financial Liabilities



The amendments to IAS 24 Related Party Disclosures include a revised definition of a related party, as well as
exceptions to the disclosure requirements for state-controlled companies. Mandatory adoption is scheduled
for the fiscal year beginning January 1, 2010; early adoption is permitted. No significant effects on the
consolidated financial statements are expected to result from the amendments.

Amendments to the IAS 27 Group and Separate Financial Statements and IFRS 3 Business Combinations were
published together and refer to accounting for newly acquired non-controlling equity interests in an enterprise,
providing two measurement options. Any non-controlling interest in an acquiree may either be measured at
fair value (full goodwill method) or as such interest's prorated share of the acquiree's net identifiable assets.
In addition, acquisitions or the disposal of part of the shares without loss of control should be disclosed as
transaction between owners, without being recognized in the income statement. Acquisition-related costs
must be expensed in full. The revised standards require application to business combinations transacted in
fiscal years commencing on or after July 1, 2009. Rheinmetall will not use the full goodwill method for minority
acquisitions and it is therefore currently assumed that the revised Standard amendments will have no
significant effect on the Group’s results of operations.

The amendments to IFRS 2 Share-based Payments relate to share-based payments with cash on settlement
granted within the Group and clarify the reporting for the separate financial statements of a subsidiary. The
related regulations, which were previously contained in and revised by the Interpretations IFRIC 8 Scope of
IFRS 2 and IFRIC 11 Group and Treasury Share Transactions, were integrated into the revised version of the
Standard. Application of the amendments is mandatory as of January 1, 2010. There will be no effects on the
Rheinmetall consolidated financial statements.

With regard to the project for complete replacement of IAS 39 Financial Instruments: Recognition and
Measurement initiated by the IASB over three phases, the first part was completed with the publication of IFRS
9 Financial Instruments in November 2009. The Standard includes new requirements for classifying and
assessing financial assets. Application of the requirements is mandatory as of January 1, 2013, although earlier
application is permitted. The resulting effects on Rheinmetall’s consolidated financial statements are currently
deemed to be not significant.

IFRIC 19 Extinguishing Financial Liabilities is concerned with the reporting of the redemption of financial
liabilities with equity instruments. Application of the Interpretation is mandatory as of July 1, 2010; earlier
application is permitted. No significant effects on Rheinmetall’s consolidated financial statements are
currently expected.

No significant effects on Rheinmetall’s consolidated financial statements are expected to result from the
further amended and revised Standards and Interpretations.

The consolidated financial statements are presented in Euro (€). Unless otherwise stated, amounts are
throughout indicated in € million (including prior-year comparatives). Non-rounded amounts may differ. The
consolidated income statement has been presented in the total-cost format.

During the preparation of the 2009 consolidated financial statements, the accounting and valuation principles
applied were amended with regard to the financial reporting of pension obligations.



The actuarial gains and losses arising in the context of the assessment of pension obligations and associated
plan assets were previously recognized over the average residual service years of employees, provided that
they lay outside a 10% corridor of the higher amount of the DBO’s present value or the plan assets’ fair value.
Amendments from the asset cap were recognized immediately. In the fourth quarter of 2009, the accounting of
pension provisions was amended to the effect that actuarial gains and losses, as well as changes from the
asset cap are fully recognized directly in equity without affecting the income statement. The change to the
accounting method took place with regard to an improved presentation of the asset and financial situation of
the consolidated financial statements on the reporting date, as facts on the balance sheet can therefore be
recognized in the year of their economic origin. The amendment to accounting was made retroactively and
affects the balance sheet, income statement and income and expenses recognized in equity, but not the cash
flow statement.

There were adjustments to the net opening balance on January 1, 2008 which led to a €20 million increase to
€542 million in the case of provisions for pensions and similar obligations and a €13 million reduction to
€1,046 million in the case of equity. Deferred taxes in the amount of this difference were taken into
consideration. As a result, deferred tax assets on pensions increased by €9 million to €53 million and deferred
tax liabilities on pensions by €2 million to €26 million. The effects on the corresponding figures reported the
previous year are shown in the following overview.



Balance sheet assets
Deferred taxes

Other assets

Total assets

Balance sheet liabilities

Other reserves

Group net profit for the year for shareholders in Rheinmetall AG
Other equity of shareholders in Rheinmetall AG
Rheinmetall AG shareholders’ equity

Minority interests

Equity

Provisions for pensions and similar obligations
Deferred taxes

Other liabilities

Total liabilities

Income statement

Staff costs

Net operating income

Net interest

Earnings before taxes (EBT)

Income taxes

Net income

Of which:
Minority interests
Rheinmetall AG shareholders

Earnings per share

Amount
published

43
3,545
3,588

691

234
1,059
59
1,118

44
1,903
3,588

1,079
244
(62)

€3.89

Adjustment
Dec. 31, 2008
27

€)
24

(43)

(36)

@

(38)

54

24

2008

@)
10

€0.20

Amount
adjusted

70
3,542
3,612

648
141
234
1,023
57
1,080
577
52
1,903
3,612

1,080
243
(52)
193

51
142

1
141

€4.09

A further amendment concerns the financial accounting of a multi-employer pension plan of a Swiss
subsidiary. This plan, generally based on defined benefit obligations, was previously accounted for as a
defined contribution plan under the terms of IAS 19.30, so that no obligations were indicated alongside the
contributions to the pension fund reported as expenses. As the relevant information for defined benefit plan
accounting in accordance with IAS 19.48 ff. Is now available for the current period and is guaranteed for future
periods, the pension plan will also be reported accordingly from the 2009 fiscal year. The amendment led to
the first recognition of pension obligations not affecting income of €4 million before deferred taxes on

January 1, 2009. Equity decreased accordingly by €3 million.

The fiscal year of Rheinmetall AG and its consolidated subsidiaries equals the calendar year. Rheinmetall AG
(Local Court of Registration: Diisseldorf, Commercial Register No. HRB 39401) has its registered office in

Diisseldorf at Rheinmetall Platz 1.



Based on the provisions of Arts. 264(3) and 264b HGB governing companies and trading partnerships,
respectively, the following German enterprises have elected not to disclose their 2009 financial statements:

Rheinmetall Berlin Verwaltungsgesellschaft mbH
Rheinmetall Verwaltungsgesellschaft mbH

Rheinmetall Industrie Ausriistungen GmbH
Rheinmetall Industrietechnik GmbH

MEG Marine Electronics Holding GmbH

Rheinmetall Versicherungsdienst GmbH

Rheinmetall Immobiliengesellschaft mbH

Rheinmetall Maschinenbau GmbH

Rheinmetall Biirosysteme GmbH

EMG EuroMarine Electronics GmbH

SUPRENUM Gesellschaft fiir numerische Superrechner mbH
Kolbenschmidt Pierburg AG

Pierburg GmbH

KS Kolbenschmidt GmbH

KS Gleitlager GmbH

KS ATAG GmbH

KS Aluminium-Technologie GmbH

KS ATAG Bearbeitungsgesellschaft mbH

KS ATAG Beteiligungsgesellschaft mbH

Werkzeugbau Walldiirn GmbH

MS Motor Service International GmbH

MS Motor Service Deutschland GmbH

GVN Grundstiicksverwaltung Neckarsulm GmbH & Co. KG
KS Grundstiicksverwaltung GmbH & Co. KG
Kolbenschmidt Liegenschaftsverwaltung GmbH Berlin
GVG Grundstiicksverwaltung Gleitlager GmbH & Co. KG
GVH Grundstiicksverwaltung Hamburg GmbH & Co. KG
Pierburg Pump Technology GmbH

Rheinmetall Waffe Munition GmbH

Rheinmetall Defence Electronics GmbH

Rheinmetall Dienstleistungszentrum Altmark GmbH
Rheinmetall Technical Publications GmbH

Rheinmetall Landsysteme GmbH

Rheinmetall Radfahrzeuge GmbH

Rheinmetall Soldier Electronics GmbH (vormals Oerlikon Contraves GmbH)
Eurometaal Holding Deutschland GmbH

Rheinmetall Vorrat Nr. Zwei GmbH



(2) Scope of consolidation | Besides Rheinmetall AG, the consolidated financial statements include all
German and foreign subsidiaries in which Rheinmetall AG holds the majority of voting rights (whether directly
or indirectly) or whose financial and business policies are otherwise controlled by the Group. Generally,
companies are newly consolidated or derecognized when control is transferred. Associated affiliates (.e.,
companies in which a stake between 20% and 49% is owned and on which a controlling influence is
exercised) and joint ventures are stated at equity.

Dec. 31, 2008 Additions Disposals = Dec. 31,2009
Fully consolidated subsidiaries

Domestic 44 3 - 47
Foreign 57 6 2 61
101 9 2 108

Investments accounted for using the equity method
Domestic 15 2 - 17
Foreign 10 - - 10
25 2 - 27

The fully consolidated subsidiaries added in 2009 refer to eight newly organized enterprises (including five
abroad) and one acquiree (abroad). The reductions relate to two mergers.

In September 2009, all shares in RF Engines Limited, Newport, UK, were acquired at a price of €7 million. This
company specializes in the development of signal processing and analysis technology. The assets and debt
acquired were recognized at fair value. Adjustments of €2 million were made to other intangible assets
compared to their carrying amounts prior to the acquisition. These mainly related to customer relations. The
acquisition price allocation produced goodwill of €3 million. For fiscal 2009, RF Engines Limited contributed
EBIT of €0 million to the Group’s result.

(3) Consolidation principles | The financial statements of consolidated German and foreign companies are
prepared in accordance with Group-wide uniform accounting and valuation methods.

Subsidiaries included for the first time are consolidated according to the acquisition method (involving full
revaluation) by contrasting the cost of shares acquired against the subsidiaries' prorated equity revalued as of
the date of change of control. Cost equals the fair values of the assets given, liabilities assumed, and equity
instruments issued by the acquirer, in exchange for the acquisition, plus any related direct costs.

Where cost exceeds the revalued net identifiable assets acquired, the positive difference is capitalized as
goodwill within intangible assets. Any residual badwill is immediately reported in other operating income.

The hidden reserves and charges identified in the revaluation which relate to minority interests are reported in
the adjustment item for minority interests in capital subject to consolidation. When additional shares in
already fully consolidated subsidiaries are acquired, the difference between cost and minority interests is
recognized as goodwill.



Within the Rheinmetall Group, goodwill is allocated to the sectors according to its potential benefit. The value
of goodwill is tested once annually for impairment, and during the year if impairment is indicated, by
comparing the carrying value to the recoverable amount, the latter generally being determined from the value
in use. The value in use is generally used as a recoverable amount. If this value is below the carrying amount, a
check is made whether the net fair value (NFV: fair value less costs to sell) is higher. If the carrying amount
exceeds the recoverable amount, an impairment loss is then charged on the difference. A cash-generating
unit's value in use is calculated according to the DCF method, discounting future cash flows over the medium-
term corporate planning period. In the Rheinmetall Group, the corporate plan is prepared on the basis of
empirical and current forecast data.

Within the Defence sector, planning is substantially predicated - besides on projects and inquiries already
included in its order backlog - on national defence budgets of EU nations and NATO, duly allowing for new-
market access and cost-paring programs. Key planning assumptions by Automotive are based on the sector
forecasts underlying sales plans and covering the worldwide automotive market trend, the planned engine
programs of carmakers, specific customer commitments to individual projects, as well as on Automotive-
specific adjustments to allow for planned product innovations and cost savings.

Rheinmetall’s current WACC is used as the discount rate:

Defence sector 10.0% (Previous year: 9.8%)
Automotive sector 10.0% (Previous year: 10.0%)

For the period after the last planning year, the following growth allowance is deducted from the risk-specific
pretax discount rate:

Defence sector 1.0% (Previous year: 1.0%)
Automotive sector 1.0% (Previous year: 0.0%)

Neither the discount rate increase by 0.5 percentage points, nor the growth allowance decrease by o.5
percentage points impair goodwill. Goodwill impairment losses are immediately recognized as write-downs in
the corresponding income statement line. However, any subsequent reversal is prohibited.

Expenses, losses, income and gains from intragroup transactions, as well as intercompany receiv-
ables/payables and profits/losses are eliminated. Unless allocable to goodwill, taxes are deferred for all
temporary differences from the consolidation of receivables/payables, income/expenses, and the elimination
of intercompany profits/losses.

Shares in associated affiliates and joint ventures are stated at equity. Taking the historical cost of the shares
as of the date of their acquisition, the investment book value is increased or decreased to reflect such changes
in the equity of these associated affiliates/joint ventures as are allocable to the Rheinmetall Group.

To determine the goodwill (if any) of investees, principles analogous to full consolidation are adopted,
capitalized goodwill being mirrored in the investment book value. Consolidation transactions substantially
conform with the principles described above for fully consolidated subsidiaries.



(4) Currency translation | The functional currency concept has been adopted to translate the annual financial
statements of non-German group companies into euros. As a rule, their functional currency corresponds to the
local currency as the currency of the primary business environment in which such companies operate.
Therefore, assets and liabilities are translated at the middle rate on the reporting date, and the income
statements at the annual average rate. The translation differences resulting herefrom are recognized in, and
only in, equity as other comprehensive income (OCl). Goodwill created from the capital consolidation of a
newly acquired non-German company is assigned to the acquiree and translated at the current rate of the
acquiree's functional currency. In the separate financial statements of consolidated companies, each foreign-
currency transaction is recognized at the historical rate. Monetary assets and liabilities originally denominated
in a foreign currency are translated at the rate on the reporting date. If carried at cost, other assets and
liabilities are translated using the historical cost rate and, if carried at fair value, at the rate at the date of
measuring the fair value. Currency translation differences are duly recognized in the net financial result.

(5) Accounting policies | The key accounting and valuation methods applied on the basis of the Group-wide
uniform accounting guideline to Rheinmetall AG's consolidated financial statements are described below.

Cost | Purchase cost includes the purchase price and all incidental costs that can be directly attributed to the
purchase. Where applicable, cost equals the fair value of the asset given in an exchange of assets transaction
as at the date of the exchange. Any cash compensation is accounted for accordingly.

The production cost of internally generated assets from which future economic benefits are likely to flow to the
Group and whose value can be reliably determined, includes the costs directly allocable to the production or
conversion process, as well as reasonable portions of production-related overheads, the latter also comprising
indirect materials and indirect labor, as well as production-related depreciation and social security expenses,
all based on normal workloads. Financing costs are capitalized as costs if it relates to assets which are
produced or purchased over a period exceeding one year.

Subsidies and grants | Public subsidies and customer grants or allowances which by their nature are
considered investment grants are directly offset against the capital expenditures, whereas any grants or
allowances for expenses for purposes other than investing activities are deferred as income and amortized to
the income statement when the related expenses are incurred. Where the effect of interest from discounting is
material, long-term deferred income is carried at the settlement amount discounted as of the balance sheet
date.



Impairment | If there is an indication that the value of an intangible or tangible asset may be impaired, and if
the recoverable amount is below amortized or depreciated cost, a write-down is charged. When the reasons for
write-down have ceased to exist, the asset is written up to an amount not exceeding its amortized or
depreciated cost excluding write-down.

For goodwill impairment testing, see Note (3), Consolidation principles.

Reversals on goodwill impairment are not permitted.

Intangible assets | Intangible assets are capitalized at cost. Research costs are always expensed. Develop-
ment costs are not capitalized unless and until a newly developed product or process can be clearly defined,
technologically realized and used either internally or marketing is planned, and if there is reasonable
assurance that its costs will be recovered by future cash inflows. Any other development costs are immediately

expensed.

Finite-lived intangible assets are amortized by straight-line charges from the date of first use over the
economic lives.

The measurement is subject to the following useful lives:

Years
Concessions and industrial property rights 3-15
Development costs 5-7
Customer relations 5
Technology 10-25

Goodwill is not amortized but its value tested for impairment one a year, or whenever deemed appropriate.

Property, plant and equipment | Property, plant and equipment is carried at depreciated cost less depreciation
and impairment. Property, plant and equipment (if finite-lived) are depreciated on a straight-line basis over
their estimated useful lives unless in exceptional cases another method better reflects the pattern of
consumption.



Property, plant and equipment are depreciated over the following period of economic life:

Years
Buildings 20-50
Other structures 8-30
Equivalent titles 5-15
Production plant and machinery 3-20
Other plant, factory and office equipment 3-15

A review of the useful lives of plant and machinery carried out in the Automotive sector in fiscal 2009 led to a
reassessment and extension of the operating useful lives of these assets. The fall in demand across the entire
automotive industry in the wake of the crisis led to the ongoing utilization below capacity of production
facilities, meaning that these can be used over a longer period of time.

Essential plots of land owned for business purposes are carried according to the revaluation method at fair
value, which generally equals market value. Generally accepted valuation techniques are used to determine
fair market values, which are in most cases based on the expert reports of an independent appraiser. External
appraisal reports are as a rule obtained every three years, the latest being the valuation as of December 31,
2008.

Finance leases | Property, plant and equipment obtained under a finance lease are capitalized at cost (i.e., at
the lower of their fair values or the present value of minimum lease payments) and depreciated on a straight-
line basis over the shorter of their estimated useful lives or underlying lease terms.

Investment property | These are properties held for investment, i.e., to earn rental income or benefit from long-
term capital appreciation, and not for use in production or administration.

Investment properties (unless land) are carried at depreciated cost less any impairment. Depreciation is
recognized on a straight-line basis via useful lives from 20 to 5o years. The fair market value of investment
properties, determined according to generally accepted valuation techniques and substantially based on
values indicated by an independent appraiser (updated as of December 31, 2008), is stated in Note (8).

Financial instruments | A financial instrument is based on a contract that gives rise to a financial asset of one
entity and of a financial liability or equity instrument of another entity. Key financial assets in the Rheinmetall
Group are cash and cash equivalents, trade receivables, loans, securities and derivatives with a positive fair
value. Key financial liabilities relate to a bond, promissory note loans, liabilities to banks from leases, trade
payables as well as derivatives with negative market values.

In the Rheinmetall Group, financial instruments are broken down into those measured at market value and
those measures at amortized cost.



Financial instruments are generally recognized at the settlement date, with the exception of derivatives which
are recognized on the trading date. The first-time measurement of financial instruments occurs at fair value.

Cash and cash equivalents | Cash equivalents comprise any liquid assets with a remaining term of less than
three months at the date of their purchase or investment. Cash and cash equivalents are carried at amortized
cost.

Available-for-sale financial assets | The available-for-sale measurement category is assigned to securities.
Measurement is generally at market value. Where such fair market value is not reliably determinable, the
assets are carried at amortized cost. Unrealized gains and losses are shown as other comprehensive income
and recognized in the surplus from statement at fair value and other remeasurement. If there are substantial
indications of impairment before or when selling securities, the cumulated amount recognized in equity is
reclassified to the income statement at the level of impairment or the disposal value.

Trade receivables and other financial assets | Receivables are measured at amortized cost. Account is taken of
the default risk with appropriate valuation allowances. Receivables sold under an ABS program are offset
against customer receivables received within trade receivables and, at the amount of the continuing
involvement (i.e., the risk retained), shown as both other current receivables and other current liabilities.

Loans bearing normal market interest are recognized at amortized cost. Loans at nil or no interest rates are
carried to the net present value.

Liabilities | Financial liabilities are measured at amortized cost as at the reporting date, using the effective
interest method.

Liabilities resulting from capital leases are recognized at the present value of future minimum lease payments.
All other liabilities are measured at amortized cost, which as a rule equals the settlement or repayment

amount.

Derivative financial instruments | In the Rheinmetall Group, derivatives are used exclusively to hedge against
currency, interest rate and commodity price risks. Future cash flows from current underlyings or planned
transactions are hedged.



Derivatives are measured at fair value, corresponding to level 2 of the designations provided by IFRS 7,
according to which the fair value is determined on the basis of input factors that can be observed directly or
indirectly. In the Rheinmetall Group, the foreign exchange rates applicable on the balance sheet date and yield
curves are key input factors in calculating the fair value of derivatives. In the case of interest caps, the market
value is calculated on the basis of the Black/Scholes model taking into consideration volatilities. The
discounted cash flow method is used for interest rate swaps, currency swaps and currency forwards. The yield
curves used for measurement do not take basis spreads into account. Basis spreads should reflect the
difference in interest for liquidity risks with varying durations. According to the assessment of the Rheinmetall
Group, basis spreads observed on the balance sheet date constitute a comparatively short-term phenomenon,
which can be disregarded based on the time up to the due date of the derivatives (until 2015).

Derivatives with a positive fair value are reported under other financial assets and derivatives with a negative
fair value are recorded in other liabilities.

If the conditions for an effective hedge in line with I1AS 39 are met (Cash Flow Hedge Accounting), the changes
in the fair value of the designed derivative in the context of the hedging strategy is recorded directly in equity
in the surplus from statement at fair value and other remeasurement. If the hedged item is recognized in profit
or loss, the cumulated gains or losses previously recognized in equity are recognized in the income statement.
Any ineffective hedge portion is always immediately recognized in the income statement.

The changes in the fair value of derivates used for hedging purposes, but which are not recorded in hedge
accounting in line with IAS 39, are immediately recognized in the income statement. These derivatives are
allocated to the held for trading measurement category.

Inventories and prepayments received | Inventories are recognized at cost, which as a rule equals average
values. Risks inherent in inventories due to reduced utility or to obsolescence are adequately allowed for. If
the net realizable value (NRV) of any inventories at the balance sheet date is below their carrying amount, such
inventories are written down to net realizable value. The write-down either raises the cost of materials (raw
materials and supplies) or reduces the net inventory level of finished products and work in process. If the net
realizable value of inventories previously written down increases, the ensuing reversal is routinely offset
against cost of materials (raw materials and supplies) or shown as increase in inventories of finished products
and work in progress.

Prepayments received from customers for contracts which are not manufacturing or construction contracts
under the terms of IAS 11 are, if production cost has already been incurred for the respective contract, openly
deducted directly from inventories, any other prepayments being recognized as liabilities.

Construction contracts | Where the criteria and requirements of IAS 11 are met, manufacturing orders or
construction contracts from customers are recognized in accordance with their percentage of completion. This
method records the production cost incurred, plus a markup in line with the percentage of completion, as
receivables from contract manufacturing and as sales. As a rule, the percentage of completion is determined
on a cost-to-cost basis, i.e., at the ratio the expenses incurred bear to anticipated total expenses. If the
construction contracts require more than one year for settlement, contract costs also included allocable
borrowing costs. If the net result from a percentage of completion contract cannot be reliably estimated, sales
is recognized only at the level of costs actually incurred. Expected losses on manufacturing contracts (so-
called onerous contracts) are either covered by an appropriate write-down or else covered by a provision,
taking account of all foreseeable risks. Receivables on construction contracts are deducted directly from
advance payments of payments resulting from part settlements up to a maximum of the performance already
provided. Additional payments are reported under payments received.



Deferred taxes | Taxes are deferred for temporary differences between the values of assets and liabilities in the
IFRS-based balance sheet and those in the individual companies' tax accounts. Deferred tax assets also
include the tax assets receivable from the expected future utilization of tax loss carryovers (if their realization
is reasonably certain). Deferred taxes are determined by applying the local tax rates current or announced in
each country at the balance sheet date.

For domestic taxes a tax rate of 30% is used as was done in the previous year. This rate covers corporate
income tax, the solidarity surtax thereon, and municipal trade tax. Taxation rates outside Germany range
between 16% and 41% (previous year: 18% to 41%).

No deferred tax liabilities for temporary differences of shares in subsidiaries and associated affiliates were
recognized since Rheinmetall can control the reversal of such differences and the reversal is not probable in
the foreseeable future.

Provisions | Provisions for pensions and similar obligations are calculated using the projected unit credit-
method for defined benefit plans. Accruals for pensions and similar obligations are determined for defined
benefit plans according to the projected unit credit (PUC) method, which is predicated on assumptions such
as mortality, expected future pay and pension increases, plan participant turnover rates, interest rate
variations, as well as other actuarial parameters. The fair value of any existing pension plan assets is deducted
from pension accruals. Any excess of plan assets over the DBO volume (a so-called defined benefit asset) is
not recognized unless Rheinmetall can actually utilize or realize it. If there are deviations between the actuarial
assumptions and the actually development of the underlying parameters to calculate the projected unit credits
and the market value of the pension funds, actuarial losses or gains result. These actuarial gains and losses
and the effects from the asset cap are recognized immediately in retained earnings in the year they occur.

Payments to defined contribution plans (DCP), under which the company incurs no obligations other than to
pay the contributions to earmarked post-employment benefit plan, are recognized in net income in the year
they are incurred. In addition, the Rheinmetall Group participates to a minor extent in some multi-employer
plans which, albeit generally based on defined benefit obligations, are accounted for as defined contribution
plans under the terms of I1AS 19:30 if no information is available that would suffice for defined benefit plan
accounting. With one Dutch subsidiary the defined benefit pension plan is treated as a defined contribution
plan as it is not possible to make an exact allocation of the assets of the post-employment benefit fund to the
companies involved. A deficit of the assets in the post-employment benefit fund discovered in the 2009 fiscal
year resulted in additional payments being required from the subsidiary in an amount less than € 1 million
which was recognized as an expense in 2009. The multi-employer plans of a Swiss subsidiary had also be
recognized on the basis of defined contribution plans. However, in the reporting year there was a changeover,
so that this pension plan was recognized as a defined benefit plan in line with its nature.

The remaining provisions take into account all identifiable commitments and obligations to third parties if
based on past transactions or events and if it is probable that an outflow of resources (which can be reliably
estimated) embodying economic benefits results. Noncurrent provisions are shown, if the effect of discounting
is significant, at the settlement amount discounted as of the balance sheet date. The settlement amount also
accounts for identifiable future cost increases.



Recognition of sales | Sales results primarily from the sale of goods. In addition, sales is generated from
services in the context of service and maintenance activities and contracted development work. Sales is
measured at the fair value of the consideration received or to be received minus discounts, reductions or other
deductions. Sales from supply agreements are realized with the passage of risk to the customer if the sales
amount can be reliably estimates and a flow of benefits probable. Under (longer-term) manufacturing
contracts with customers, sales are prorated according to the percentage of completion. If the result can be
reliably estimated, sales from service contracts is recognized pro rata of their progress. Sales from contracted
development work is as a rule recognized according to work progress.

Other operating income | Other operating income is recognized upon performance of the contract for
goods/services or upon passage of risk to the customer.

Expenses | Operating expenses are recognized when caused or when the underlying service, etc. is used.

Interest and dividends | Interest income and expense are recognized on an accrual basis. Dividends are
recognized in income when the legal claim to payment is established.

Estimates | Preparing the consolidated financial statements requires certain assumptions and estimates which
impact on the application of accounting principles within the Group and the disclosure of assets and
liabilities, income and expenses.

When examining the recognition of goodwill, assumptions and estimates on forecasts and discounting future
cash flows are made to determine the recoverable amount of the relevant cash-generating units. Details on the
parameters used are described in section (3) Consolidation principles.

On an annual basis and if appropriation an assessment is made if there are indications of a possible
impairment of the carrying amount of intangible or intangible assets or properties held for investment. In the
case of an impairment, when calculating the fair value, assumptions and estimates are made on the cash
flows from realized sales prices and the discount rates.

The measurement of pension provisions and other obligations is bases on actuarial assumptions such as the
discount rate, salary increases, the mortality rate and the development of health care costs. A deviation of the
assumed parameters from the conditions which actually occur does not have any impact on the result for the
period as actuarial gains and losses are recognized directly in equity.

Sales realization for construction orders are based on estimates for the level of completion which results from
comparing the actual contract costs with the expected total costs calculated in the context of a project
calculation.

The determination of future tax advantages which reflect the recognition of deferred tax assets is based on
assumptions and estimates on the development of tax income and the tax legislation in the countries of the
Group companies working there.



In the context of business combinations, the fair values of the identifiable assets, liabilities and contingent
liabilities may be based on estimates at the time of acquisition. To determine fair values independent
valuation appraisals or internal calculations are implementing on the basis of recognized measurement
procedures, generally on the basis of forecast cash flows. In particular, when measuring intangible assets
assumptions and estimates on the expected development of the discount rates are to be made.

When assessing and accounting for legal risks, estimates on the possible occurrence and the level of the
expected obligation are made. In the process the management deploys internal legal advice as well as that of
external attorneys.

The respective assumptions and estimates are based on premises which represent the most recent
knowledge. The estimates and the underlying assumptions are examined on an ongoing basis. Actual
developments may results in amounts differing from these estimates. Such differences, if impacting on the
accounting, are recognized in the period of change where the change affects this period only. Changes are
duly accounted for prospectively in the period of change and future periods if the change affects both the
current and future periods.



(6) Intangible assets | In the year under review, non-contracted R&D expenses of €198 million were incurred
(down from €199 million). Of this amount, development costs of €41 million met the capitalization criteria
according to IFRS (up from €24 million).

Breakdown of capitalized goodwill:

Dec. 31,2008 Dec. 31, 2009

Defence sector 250 253
Automotive sector 169 169
419 422

The impairment of intangible assets came to €4 million (previous year: also €4 million) and affected almost
entirely development costs (previous year: €4 million).

(7) Property, plant and equipment | Total impairment taken in 2009 was €16 million (previous year: €3
million), including €2 million charged to land, land rights and buildings (previous year: €0 million), €11 million
to technical equipment and machinery (previous year: €1 million) and €3 million to other plant, factory and
office equipment (up from €2 million).

In accordance with the revaluation method, essential plots of land are stated at fair value, which generally
equals their market values. The fair value was €206 million (down from €208 million), which includes a step-
up of €110 million (up from €109 million). Regarding the movement of the revaluation reserve, see the
comments on total equity in Note (15).

€38 million of property, plant and equipment (up from €37 million) is subject to restrictions on disposal in the
form of land charges.

On the basis of leases, €2 million in technical equipment and machinery are capitalized (previous year:
€2 million). Here normal restrictions on disposal apply.

As a rule, such leases include a purchase option. The remaining lease terms vary between 1 and 3 years
(previous year: 1 - 4 years). Depending on market conditions and contracting date, the interest rate underlying
capital leases is an unchanged 6.5%. The future lease payments under capital leases, the interest portions
included therein, and the present values of future lease payments, which are recognized as financial liabilities,
are shown in the table below:

2008 2009
2009 2009-2013 = from 2014 Total 2010 2011-2014  from 2015 Total
Lease payments 1 2 - 3 1 1 - 2
Discounts 0 0 - 0 0 0 - 0
Present values 1 2 - 3 1 1 - 2

The purchasing obligation from firm capital expenditure contracts totals €22 million (down from €26 million).

Real estate of €1 million (previous year: €1 million) has been reclassified as noncurrent assets held for sale.



(8) Investment property | The investment properties have a total fair value of €39 million (up from €32
million), largely determined on the basis of external appraisal reports as of December 31, 2009). In the year
under review, rental income of €1 million (unchanged) was earned, contrasting with direct operating expenses
of an unchanged €1 million. Impairment of €1 million was taken (previous year: €1 million).

(9) Investments accounted for using the equity method | The pro-ratable assets, liabilities, income and
expenses of joint ventures and associated affiliates break down as follows:

Assets

Of which non-current
Equity
Debt

Of which non-current
Income
Expenses

Annualincome

Assets
Equity
Debt
Sales

Annualincome

2008

Joint ventures

Associated companies

2009

Joint ventures

Associated companies

(Dec. 31)

(Dec. 31)
(Dec. 31)

(Dec. 31)
(Dec. 31)
(Dec. 31)

Book value
Jan. 1,
2008

37
47
84

Book value
Jan. 1,
2009

45
48
93

2008
182
75
34
148
11
210
209
1
2008
91
20
71
60
4
Change not
affecting
Income Prorated Dividend
Addition Statement net profit payout
9 1 @
4 B
- 9 5 (5)
Change not
affecting
Income Prorated Dividend
Addition Statement net profit payout
5 ®3) 5 O]
5 )

5 (3) 10 8

2009

2009
71
21
50
62

Book value
Dec. 31,
2008

45
48
93

Book value
Dec. 31,
2009

48
49
97



Defence’s key joint ventures include PSM Projekt System & Management GmbH and ARTEC GmbH (two project
management companies for the PUMA and Boxer contracts), as well as HIL Industrie-Holding GmbH as a
public-private partnership (PPP) model for repair logistics for the army. This also includes the joint venture
HFTS Helicopter Flight Training Services GmbH for the provision and maintenance of flight simulators and an
interest in the associated affiliate AIM Infrarot-Module GmbH, a specialist in the development and manufac-
ture of electronic components equipped with infrared technology.

The two joint ventures Kolbenschmidt Shanghai Piston Co. Ltd. and Kolbenschmidt Pierburg Shanghai
Nonferrous Components Co. Ltd. are destined for Automotive's access to the Chinese market for pistons and
other engine components.

(10) Inventories

Dec. 31,2008 Dec. 31, 2009

Raw materials and supplies 259 209
Work in process 330 288
Finished products 83 53
Merchandise 60 53
Prepayments made 50 40

782 643
./. Prepayments received (26) (40)

756 603

The book value of inventories stated at the lower net fair value (net fair value: fair value less selling costs)
totals €44 million (down from €73 million). In the reporting year valuation adjustments of €14 million were
taken as in the previous year. In the year under review, inventories previously written down were written up by
€2 million (previous year: €2 million). As in the previous year, inventories do not collateralize any liabilities.

(11) Trade receivables

Dec. 31, 2008 Dec. 31, 2009

Customer receivables 461 448
Of which with remaining term of more than 1 year 1 0
Of which from joint ventures and associated companies 11 13
Receivables from construction contracts 249 253

710 701



Breakdown of construction contract receivables

Production costs incurred

Plus margins (less losses)

Progress billings

Receivables from construction contracts

Dec. 31,2008

2,533

523

3,056
(2,807)

249

Dec. 31, 2009
2,263

475

2,738

(2,485)

253

Obligations from construction contracts are included in the sundry other liabilities and break down as follows:

Production costs incurred
Losses incurred by stage of completion
Anticipated losses

Progress billings

Payables from construction contracts

Dec. 31,2008

34
()
0
30
(30)

Dec. 31, 2009
31

0

0

31

€))

Sales from construction contracts total €752 million in the fiscal year (previous year: €739 million).

(12) Other receivables and assets

Other receivables and assets are as follows:

Dec. 31,
2008

Receivables from
Other taxes 24
Prepayments made 3
Subsidies/grants receivable 32

Subsidies

Tool costs 3
Deferred income 11
Other 13
86

Of which
current

23
3
32

13
81

Of which
non-current

Dec. 31,
2009

25

38

10

15
92

Of which
current

25
1
38

Of which
non-current



(13) Other financial assets

Dec. 31, Of which Of which Dec. 31, Of which Of which
2008 current . non-current 2009 current . non-current
Receivables from

Loans 8 1 7 7 1 6
Other 9 9 - 7 6 1
Securities 1 - 1 24 23 1

Derivatives without hedge
accounting 8 7 1 15 6 9
Derivatives in cash flow hedge 8 8 - 27 16 11
34 25 9 80 52 28

Securities of €24 million (up from €1 million) have been stated at fair value. This includes a Federal Treasury
note acquired in the reporting year with a fair value of €20 million and a duration until April 14, 2010. The
Federal Treasury note is allocated to cash and cash equivalents in the cash flow statement. Loans of €7 million
(previous year: €8 million) are carried at amortized cost in line with IAS 39.

(14) Cash and cash equivalents

Dec. 31,2008 Dec. 31, 2009

Bank balances in credit institutions, checks, cash in hand 203 557

The disposal of €0.046 million of cash and cash equivalents is restricted (up from €0.035 million). They cover
the same assets in the balance sheet and cash flow statement as in 2008. In the year under review, the
Federal Treasury note reported under other financial assets is assigned to cash and cash equivalents.

(15) Equity| By resolution of the Annual General Meeting on May 9, 2006, the Executive Board of Rheinmetall
AG was authorized, with the approval of the Supervisory Board, to increase the share capital of the Company
up to May 8, 2011 by issuing once or several times new no-par shares in return for contributions in cash and/or
in kind, up to a total of €18,432,000 (authorized capital). The new shares may also be issued to employees of
Rheinmetall AG or any subsidiary it controls. The Company did not exercise this authority in the 2009 fiscal
year.

As of December 31, 2009, Rheinmetall AG's share capital was €101,373,440 (previous year: €92,160,000),
divided into 39,599,000 fully paid-up no-par bearer shares (previous year: 36,000,000). In July 2009,
3,599,000 new no-par shares with a pro rata nominal amount in the share capital of €2.56 per share were
placed with institutional investments in Germany and abroad as part of an accelerated bookbuilding
procedure. The placement price was €29.00 per share, resulting in gross issue proceeds of €104,371,000.
With the issue of shares, the Rheinmetall AG share capital was increased by 10% (€9,213,440).



After this measure, the Executive Board, is now authorized, with the approval of the Supervisory Board, to
increase the share capital of the Company by issuing once or several times up May 8, 2011 new no-par shares
in return for contributions in cash and/or in kind, up to a total of €18,432,000 (authorized capital).

The Annual General Meeting on May 12, 20009 granted the Executive Board the authority to acquire treasury
shares equivalent to 10 percent of the current share capital up to October 31, 2010. The Company did not

exercise this authority in the past fiscal year.

The additional paid-in capital were increased by the issue of new no-par shares by €95 million. The issue costs
incurred of €2 million were offset against retained earnings taking taxes into consideration.

A breakdown and analysis of OCI from the statement at fair value and other remeasurement are shown below:

Reserve for Reserve for  Reserve from fair

revaluation hedging value and

of properties transaction = othervaluations

January 1, 2008 70 9 79
Change in fair value 8 (26) (18)
Disposals / book transfers - (6) 6
December 31, 2008 / January 1, 2009 78 (23) 55
Change in fair value - 29 29
Disposals / book transfers 0 6 6
December 31, 2009 78 12 90

Breakdown of the land revaluation reserve (recognized for essential land capitalized within tangible assets):

Dec. 31,2008 Dec. 31, 2009

Gains in property 109 110
Deferred taxes (31) (32)
78 78

Capital management | Rheinmetall's capital management aims at establishing the best possible equity-debt
ratio.

In line with the IFRS definition, Rheinmetall's total equity comprises minority interests, too, since these are at
the Group's disposal.

For more details, see our statements on the financing strategy as well as on the asset and capital structure in
our group management report.



Minority interests mainly refer to the Automotive sector at €2 million (previous year: €2 million), and to
Defence at €62 million (up from €55 million).

(16) Provisions for pensions and similar obligations | The company pension systems consist of both defined
contribution and defined benefit plans. Under the DCPs, Rheinmetall incurs no obligation other than the
payment of contributions to earmarked pension funds. These pension expenses are shown within personnel
expenses and need not be provisioned. In the year under review, a total €66 million (previous year:
€64 million) was paid to DCPs, specifically the Statutory Social Security Insurance in Germany.

Under its defined benefit plans, Rheinmetall is obligated to meet its confirmed benefit obligations to active
and former employees. Pension accruals provide for obligations under vested rights and current pensions
payable to eligible active and former employees, retirees and surviving dependants. Such obligations primarily
encompass pensions, both basic and supplementary. The individual, confirmed, pension obligations entitle
employees to benefits that vary according to country and company and, as a rule, are measured according to
service years and pensionable pay. Moreover, at the German subsidiaries, a performance-related pension
obligation has been incurred whose amount hinges on the achievement of certain benchmarks for the ROCE
formula. Being a noncurrent provision for the accumulated postretirement benefit obligation, the accrued
health care obligations to the retirees of some US subsidiaries are also included in the pension accruals
recognized hereunder.

Movement analysis of the present value of the DBO and the plan assets (as time series):

Dec. 31,2005 Dec. 31,2006 Dec.31,2007 Dec.31,2008 Dec.31,2009

Present value of DBO 1,522 1,428 1,344 1,405 1,474
Fund assets 903 887 878 828 864
Pension obligations not covered

by fund assets 619 541 466 577 610

The following actuarial parameters have been used:

Dec. 31,2008 Dec. 31,2009

Domestic USA = switzerland = Domestic USA = Switzerland
Discount rate 6.00 6.30 3.50 5.50 5.50 3.25
Salary growth (general) 2.75 4.00 1.50 2.75 0.00 1.50
Salary growth (fixed sums) 1.25 - - 1.25
Pension growth 1.75 - - 1.75
Expected return on fund assets - 8.50 3.75 - 8.50 4.00
Health care expense rise - 6.0-11.0 - - 6.0-11.0

The non-German DBO primarily refer to benefit obligations incurred by Swiss and US subsidiaries, most of
which are plan-funded. The plan assets of the Swiss subsidiaries have been transferred to independent
pension funds are benefit exclusively the beneficiaries. Any return of income and assets to the contributing
companies is excluded.



Domestic
Development of present value of DBO
Present value of DBO as at Jan. 1 506
Currency differences
Current service cost 10
Interest cost 27
Employee contributions
Entry payments
Pension payments (31
Curtailments / settlements
Actuarial gains and losses 3)
First-time inclusion of pension obligations
Present value of DBO at Dec. 31 509

Of which funds financed E
Of which internally funded 509

Development of fund assets
Fair value of fund asset at Jan. 1
Currency differences

Expected return on fund assets
Employer contributions
Employee contributions

Entry payments

Pensions paid by funds
Curtailments / settlements
Actuarial gains and losses
First-time inclusion of fund assets

Fair value of fund assets at Dec. 31 -

Pension obligations not covered by fund assets as
at Dec. 31

Pension provisions as at Dec. 31 509

509

2008

Foreign

838
87
7
30
5

8
(61)
©
12

896

866
30

878
88
41

(59)
©)
(135)

828
68

68

Total

1,344
87
17
57

(92)
©
(15)

1,405

866
539

878
88
41

8

5

8
(59
O)
(135)

828
577

577

Domestic

509

29

GD

28

544

544

544

544

2009

Foreign

896
@
8
34
7

7
(65)
©
10
41
930

902
28

828

33

(63)
©
12
37

864

66

66

Total

1,405
@
17
63

(96)
(6)
38
41

1,474

902
572

828

33

(63)
©)
12
37

864

610

610

In the year under review, the plan assets returned a profit of €45 million (after a loss of €94 million in the
previous year) before the net currency result recognized in equity. The contributions expected for the following

fiscal year will be the same as in the reporting year.

In 2008, actuarial gains and losses of €-120 million and the effect from the asset cap of €+76 million were
recognized directly in equity. Net cumulative actuarial gains and losses in equity (before taxes) totaled
€105 million on December 31, 2009 (previous year: €79 million). Those of the current year total €26 million.



Plan asset structure:

Equities
Treasuries and corporates/securities

Real estate and property investment funds

Other
Total

Dec. 31, 2006 Dec. 31, 2007
Present value of DBO 0.3 0.4
Fund assets 2.0 0.6

The long-term return is determined by the investment strategy defined for each asset class.

Breakdown of pension expense:

2008
Domestic Foreign Total
Service cost 10 7 17
Accrual of expected pension obligations 27 30 57
Expected return on fund assets - (41) (41)
Total 37 (4) 33

2008 2009
25 26
16 15
39 40
20 19
100 100
Dec. 31, 2008 Dec. 31, 2009
1.2 (1.1)
(16.3) 1.2
2009
Domestic Foreign Total
9 8 17
29 34 63
(33) (33)
38 9 47

Service cost is reported under staff costs. The accrual of expected pension obligations and the expected

return on fund assets are contained in interest expenses on a netted basis.



(17) Other provisions

Contract-
2008 Structural Noticeable related Other
Personnel | measures  Guarantees losses costs = provisions Total
As at January 1, 2008 136 46 55 24 88 73 422
Utilization 82 10 14 6 46 30 188
Reversal 7 2 10 3 7 12 41
Added / provided for 78 18 22 7 40 39 204
Accrual - - 1 1 2
Currency differences / Other 4 - - - 1 6 11
As at December 31, 2008 129 52 53 23 76 77 410
Cash outflows
Short term (< 1 year) 96 21 44 13 74 64 312
Long term 33 31 9 10 2 13 98
Of which 1 - 5 years 29 30 9 10 2 12 92
Ofwhich > 5 years 4 1 - - - 1 6
Contract-
2009 Structural Noticeable related Other
Personnel = measures = Guarantees losses costs  provisions, Total
As at January 1, 2009 129 52 53 23 76 77 410
Utilization 82 17 14 6 26 28 173
Reversal 3 2 11 3 6 10 35
Added / provided for 99 90 23 19 28 34 293
Accrual 0 0 0 1 0 1 2
Currency differences / Other 2 2 3 0 1 1 5
As at December 31, 2009 145 121 54 34 73 75 502
Cash outflows
Short term (¢ 1 year) 120 76 44 17 70 63 390
Long term 25 45 10 17 3 12 112
Of which 1 - 5 years 21 43 9 17 3 11 104
Of which > 5 years 4 2 1 - - 1 8

Provisions for restructuring mainly cover the measures required for capacity adjustments for reducing the
workforce in the Automotive sector (termination settlements, pre-retirement part-time work, etc.). Other
provisions provide relate primarily to €5 million of legal, consulting and audit fees (previous year: €6 million),
€9 million of discounts and bonuses (previous year: €9 million), and €5 million for environmental risks
(previous year: €5 million).



(18) Financial liabilities

Of which Of which Of which Of which
Dec. 31, 2008 current  non-current  Dec. 31,2009 current  non-current

Bond 325 - 325 325 325
Promissory notes - - - 149 - 149
Bank liabilities 76 46 30 54 27 27
Leasing 3 1 2 2 1 1
Other 4 1 3 3 0 3
408 48 360 533 353 180

Amounts to banks of €20 million (previous year: €24 million) are secured by land charges and similar rights. In
addition, €10 million of the financing for the property owned by the consolidated special purpose entity is
secured by land charges (previous year: €10 million).

The analyses below reflect the terms, and book and fair values, of financial liabilities, the fair values being
determined on the basis of interest rates current at the balance sheet date for corresponding maturi-
ties/redemption patterns:

Weighted Dec. 31,2008 Dec. 31, 2009
interest rate Currency
Interest terms (in %) (ISO code) Maturing in Book Fair Book Fair
value value value value
Bond
Fixed 3.5 EUR 2010 325 320 325 327
Promissory notes
Fixed 6.8 EUR 2014 - - 38 34
Variable EUR 2013 - - 49 49
Variable EUR 2014 - - 62 62
- - 149 145
Bank liabilities
Fixed 4.9 EUR 2013 1 2 1 1
Fixed 3.7 EUR 2016 5 5 4 4
Fixed 4.4 EUR 2020 10 10 10 10
Fixed 3.7 EUR 2026 5 5 5 5
Variable INR 2009/2010 8 8 0 0
Variable usb 2009/2010 8 8 4 4
Variable BRL 2009 1 1 E
Variable EUR 2009/2010 28 28 20 20
Variable EUR 2023 10 10 10 10
76 77 54 54
Leases
Fixed 6.5 EUR 2010-2012 3 3 2 2

Other financial liabilities
Variable EUR sundry until 2017 4 3 3 3

Total 408 403 533 531



(19) Trade liabilities

Dec. 31,2008 Dec. 31, 2009
Trade liabilities 511 521

Of which from joint ventures and associated companies 4 12

€1 million of trade payables had a remaining term of more than one year in the previous year. The book value
of trade payables substantially equals their fair value.

(20) Other liabilities

The other liabilities break down as follows:

Of which Of which Of which Of which

Dec. 31,2008 current = non-current ' Dec. 31, 2009 current  non-current
Advance payments received 280 280 - 232 232

Liabilities from social security 12 11 1 15 13 2

Liabilities due to members of executive

bodies and employees 12 12 - 12 12

Liabilities from other taxes 44 39 5 43 36 7
Monies in transit from debt collection 90 90 - 74 74
Derivatives without hedge accounting 13 13 - 15 7
Derivatives in cash flow hedge 39 28 11 8 4

Deferred income 8 4 4 12 5 7
Other 30 30 - 33 33

528 507 21 444 416 28

€89 million of advance payments received on orders have a remaining term above one year (previous year:
€83 million). The payables for derivatives have been marked to market, the carrying amount of the remaining
liabilities approximating their fair value.

Liabilities resulting from derivative financial instruments largely relate to market value of currency hedging
transactions (previous year: currency and material price hedging transactions). These fair values would only be
realized if the derivatives were terminated early, which is unlikely at present. The decline in liabilities from
derivatives is attributable to the development of exchange rates and commodity prices in 2009. In the
reporting year, all commodity transactions posted positive fair values due to commodity prices being higher
than when hedging took place. This is posted in other financial assets (13). See Note (36) for details of the
Rheinmetall Group’s hedging strategies.



(21) Total operating performance

Sales
from sale of products
from services
from contracted development work

Total sales

Increase/decrease in inventory of finished products and services and WIP

Other work performed by the enterprise and capitalized

(22) Other operating income

Revenue from disposal of assets / divestments
Income from reversal of provisions

Income from recognition of badwill

Income from reversal of value adjustments
Income from compensation and refunds

Income from sundry rental agreements and leases
Income from grants and subsidies

Income from canteens and ancillary operations
Income from credit notes for previous years
Income from prototype and tooling costs refunded
Income from residue utilization

Other secondary income

(23) Cost of materials

Cost of raw materials, supplies, and merchandise purchased

Cost of services purchased

2008

3,443
199
227

3,869

26

32
3,927

2008

14

14

29
145

2008
1,769
236
2,005

2009

2,969

219
3,420

(76)

51
3,395

2009

35

127

2009
1,419
233
1,652



(24) Staff costs

2008 2009

Wages and salaries 887 877
Social security and related employee benefits 112 108
Pension expenses 81 83
1,080 1,068

2008 2009

Automotive sector 11,865 10,738
Defence sector 7,922 9,253
Rheinmetall AG / Other 123 124
19,910 20,115

(25) Amortization, depreciation and impairment | For the allocation of these charges to intangible assets,
property, plant and equipment, see the statement of changes in assets.

Impairments break down as follows:

2008 2009

Intangible assets 4 4
Property, plant and equipment 3 16
Investment property 1 1
8 21

Impairments of intangible assets and property, plant and equipment relate to the Automotive sector and are
attributable to the effects of the economic crisis which severely affected the automotive industry. The
devaluation of intangible assets relates to the capitalized development costs for projects no longer taking
place. In the case of property, plant and equipment, write-downs of €11 million were carried out on key plant
and machinery, €3 million on factory and office equipment and €1 million on production buildings, as
property, plant and equipment related to projects could no longer be used due to the loss of customer
contracts, with the fall in production figures leading to capacity adjustments.

The measures taken in the Automotive sector as a result of the crisis including write-downs of €20 million and
the extension of the useful lives of facilities and machinery with an opposite effect of €15 million impacted the
operating result by €5 million overall. It is not possible to make a reliable estimate of the future impact of the
extension of these useful lives. This is of minor significance to the Group.



(26) Other operating expenses

2008 2009

Losses on disposal of fixed assets/divestments 2 6
Expenses for redundancy plans, termination indemnities, partial retirement 13 91
Distribution costs 69 64
Repairs and maintenance 83 62
Promotion and advertising expenses 18 13
Other administrative costs 154 137
Rents, leases 37 42
Incidental staff costs 30 32
Facility cleaning and security/surveillance 10 10
Services purchased 15 10
Audit, legal and consultancy fees 36 37
Write-down of receivables 4 3
Other taxes 10 10
Other provisions 56 65
Other 41 42
578 624

The increase in expenses for redundancy plans, termination indemnities and partial retirement by
€78 million to €91 million mainly relates to the capacity adjustments which became necessary in the
Automotive sector as a result of the crisis.

(27) Net interest

2008 2009
Other interest and similarincome 8 5
Interest income 8 5
Interest expense for capital leases 1 0
Interest expense for pension obligations 16 30
Accrual of other non-current provisions 2 2
Other interest and similar expenses 41 34
Interest expenses 60 66

Net interest (52) (61)



(28) Net investment income and other net financial income

2008 2009
Investment income

Profit from joint ventures and associated companies 5 10
5 10

Other financial results
Currency result 14 6)
Profit from derivative financial instruments 13) 1
Guarantee commissions 1) 1)
Other €) (@)
(€) @®)
Investment profit and other financial results 2 2

The result from derivatives of €1 million (previous year: €-13 million) primarily includes the net hedging result,
against which the provisions on hedge accounting in accordance with IAS 39 are not applied, and mainly
relates to currency hedges.

(29) Income taxes
2008 2009
Current income tax expense 30 18
Earlier-period income taxes ) 5
Deferred taxes 22 17)
51 [

The tax effect on income and expenses recognized directly in equity is presented in the following overview:

2008 2009

Gross Tax Net Gross Tax Net

amount effect  amount ' amount effect amount

Actuarial gains and losses from pensions (44) (12) (32) (25) @ (18)

Currency conversion ©)] - ©)] 34 - 34

Cash flow hedges (44) (12) 32) 50 13 37
Revaluation of properties required for business

purposes 8 - 8 0 - 0

Income/expenses from investments accounted for
using the equity method 6 - 6 ()] - )

(83) (24) (59) 57 6 51



The table below presents a reconciliation of expected tax expense to recognized actual tax expense. The
expected tax expense is determined by multiplying EBT by a tax rate of 30% (previous year: 30%). This rate
covers German corporate income tax, the solidarity surtax thereon and municipal trade tax.

2008 2009
EBT 193 (46)
Expected income tax expense (tax rate of 30%; previous year: 30%) 58 (14)
Foreign tax rate differentials ) (6
Effects of loss carryforwards and change in value adjustment 5 23
Reduction of tax expense due to previously unrecognized loss carryovers and
temporary differences ©)] )
Tax-exempt income (10) )
Non-deductible expenses 6 7
Earlier-period income taxes (1) 5
Other )] 1
Actual income tax expense 51 6
Deferred taxes can be allocated to the following balance sheet items:
Dec. 31, 2008 Dec. 31, 2009
Deferred Deferred Deferred Deferred
tax assets tax liabilities tax assets tax liabilities
Loss carryforwards and tax credits 46 0 60 0
Fixed assets 15 94 9 105
Inventories and receivables 7 39 11 37
Pension provisions 49 14 47 3
Other provisions 21 1 35 0
Liabilities 22 2 27
Other 10 2 14 18
170 152 203 169
Set off (100) (100) (137) (137)
70 52 66 32
Of which non-current 48 19 49 2
Of which not affecting income 10 33 28 39

In addition to capitalized deferred tax assets from loss carryovers and tax credits, further tax loss carryovers
and tax credits exist in Germany and abroad totaling €447 million (previous year: €437 million) which cannot
be utilized or whose deferred tax assets were adjusted by value adjustments. Of this, €290 million (previous
year: €289 million) is allocable to German loss carryovers, €150 million (previous year: €142 million) to foreign
loss carryovers and another €7 million to tax credits (previous year: €6 million). The German loss carryovers,
and €34 million of the foreign loss carryforwards (previous year: €23 million), are not subject to expiration.
Most of the foreign loss carryovers subject to expiration can be utilized for more than 9 years (previous year:
more than g years). Write-downs of deferred tax assets changed by €8 million in 2009 (previous year:
€9 million). Outside Germany, companies have capitalized deferred tax assets of €30 million (previous year:
€26 million) which have posted ongoing losses due to realigned business operations.



€-32 million of deferred taxes recognized directly in equity (previous year: €-31 million) relate to land
revaluation, €26 million to pensions and €-5 million to hedges (previous year: €8 million).

€1 million in non-current taxes (previous year: €2 million) in line with Section 37 (4) of the German Corporation
Income Tax Act (KStG) are reported under income tax receivables.

(30) Minority interests | Minority interests in profit came to €8 million (previous year: €5 million) and minority
interests reporting a loss €2 million (previous year: €4 million).

(31) Earnings per share | Earings per share is calculated as a ratio of the consolidated result of the
shareholders of Rheinmetall AG and the weighted average number of shares in circulation during the fiscal
year. Since there were no shares, options or similar instruments outstanding as of December 31, 2009 or
December 31, 2008 that could dilute earnings per share, basic and diluted earnings per share are identical.
The repurchase of treasury shares and the capital increase are included in the weighted number of shares.

2008 2009
Consolidated net profit/loss for the year for shareholders of Rheinmetall AG 141 (58)
Weighted number of shares million 34.54 36.26

Earnings per share €4.09 (€1.60)



(32) Cash flow statement | In the year under review, the presentation of the cash flow statement was amended
to the effect that the balance of interest paid and received is not longer allocated to financing activities, and is
instead included in the cash flow from operating activities. This altered presentation emphasizes the operating
nature of interest payments. Like-for-like figures for the previous year have been adjusted accordingly.

As at January 1, 2009, financial resources consisted solely of cash and cash equivalents. As of Decem-
ber 31, 2009, financial resources also included a Federal Treasury note of €20 million, which is reported under
other financial assets.

The cash outflow for the purchase of consolidated companies of €6 million (previous year: €33 million) relates
to the acquisition of RF Engines Limited, Newport, Isle of Wight, Great Britain. For more information about
dividends received from joint ventures and associated affiliates, refer to Note (9).

Cash and cash equivalents of €1 million (previous year: €9 million) were assumed as part of company
acquisitions.



(33) Segment reporting | The Group bundles its activities in two sectors, Defence and Automotive, which are
organized and run as independent segments where the respective products, services and customer profiles
are grouped accordingly. Reporting on these reportable segments is in accordance with the Rheinmetall
Group’s internal organizational and reporting structures.

The Defence segment brings together all activities in the area of armed forces technology. Rheinmetall Defence
supplies a broad portfolio of platforms and components available to the armed forces as individual solutions
or as networked systems. The core capabilities cover the Land Systems, Weapon and Munitions, Propellants,
Air Defence, C4ISTAR and Simulation & Training divisions.

The activities of the Rheinmetall Group within the context of automotive supplies are pooled in the Automotive
sector. The automotive industry is supplied with engine systems and modules, such as pistons, pumps, plain
bearings, engine blocks and emissions reduction and air management systems. As well as supplying
automotive manufacturers, the Automotive sector also operates in the aftermarket business,
supplying wholesalers, engine repair shops and independent garages with replacement parts through a global
distribution network.

As well as the Group holding company (Rheinmetall AG), “Other/Consolidation” includes Group service
companies and other non-operating companies, plus consolidation transactions.

The sectors of the Rheinmetall Group are controlled by means of EBIT and EBT performance indicators and
sales. Furthermore, the management also uses key figures for order intake, order backlog and net financial
liabilities to monitor and control the sectors. Profitability is assessed by the management on the basis of ROCE
calculated on an annual basis, which represents the ratio of EBIT to average capital employed (average of
values as at the December 31 balance sheet date of the previous year and the year under review).

Operating EBIT does not include the measures taken as a result of the crisis to restructure and adjust the
capacity of the Automotive sector.

Net financial liabilities reflect financial liabilities less cash and cash equivalents. Inter-segment loans within
the Group are assigned to cash and cash equivalents. In addition, a current Federal Treasury note of
€20 million held by Rheinmetall AG, that is due on April 14, 2010, was assigned to cash and cash equivalents
in 2009. Capital employed is calculated as the sum of equity, pension provisions and net financial liabilities.
Additions to capital employed include amortization of goodwill accumulated in the past.

Capital expenditure relates to the intangible assets, property, plant and equipment and investment properties.
Goodwill or assets resulting from acquisition price allocation are not counted towards capex.

The indicators for internal controlling and reporting purposes are based on the accounting principles
described in Note (3) to the IFRS consolidated financial statements. Inter-segment sales are generally carried
out at normal market conditions in the same way as transactions with third parties.



The following reconciles the net financial liabilities of the segments to those of the Group and the operating
result of the segments to consolidated EBT:

Dec. 31,2008 Dec. 31, 2009

Net financial liabilities

Net financial liabilities of segments (24) (420)
Other areas 367 481
Consolidation (138) (105)
Net financial liabilities of Group 205 (44)
EBIT

Segment EBIT 255 28
Other areas 3B1) (226)
Consolidation 21 213
Group net interest (52) (61)
Group EBT 193 (46)

In the year under review, the Defence sector generated sales with the Federal Office of Defence Technology and
Procurement that exceed 10% of consolidated sales.

When presenting segment information by geographical region, foreign sales in the Defence sector are reported
based on the country of destination, while those of the Automotive sector are reported according to where the
customer is based. Segment assets include intangible assets, property, plant and equipment and investment
properties according to the respective location of the company.



(34) Contingent liabilities | As in previous years, surety bonds and guarantees still exist in connection with
the divestment of former business activities. This primarily relates to rental loss sureties and performance
bonds for sold companies. These companies regularly and duly perform their obligations and there are no
signs of any future enforcement of such guaranties or bonds.

The split-up of the former STN Atlas Elektronik GmbH, Bremen, resulted in a joint and several liability for
liabilities assigned under this split-up. In the previous year, the extension until the end of 2009 of the claim
deadline (which had expired) in the course of a pending action for damages against the other joint and several
obligor in the obligee’s favor was approved. The lawsuit in question was settled in the course of fiscal 2009,
without recourse to the Rheinmetall Group.

Furthermore, several guarantees have been issued in favor of non-consolidated interests as part of joint
projects, which are primarily carried out in the form of joint ventures. Performance bonds exist whereby
Rheinmetall may also be held liable for the performance of the other joint venture partners in its relations with
third parties. However, in internal relations, it is only liable for its own share of products and services by virtue
of corresponding rights of recourse. Moreover, a letter of comfort involving a joint and several liability has been
issued to secure the financing of the capex costs for a joint venture. No cash outflows are expected.

In addition, guaranties exist in favor of joint ventures and associated affiliates for credit facilities granted to
the affiliated companies. Rheinmetall’s liability is equal to the equity interest held. No cash outflows are
expected here.

As part of restructuring measures under company law, three legal proceedings have been initiated by external
shareholders with a view to reviewing the suitability of the share exchange ratio and the amount of cash
compensation offered.

In the judicial review proceedings ongoing since 1998, the share exchange ratio determined during the merger
of Kolbenschmidt AG with Rheinmetall Beteiligungen AG (now Kolbenschmidt Pierburg AG) is being examined
with regards to its suitability. On April 12, 2007, the Heilbronn Regional Court dismissed all pending petitions
for cash compensation based on an adjusted share exchange ratio. The Court held that the different values
determined in the Court-appointed expert’s review of the share exchange ratio were inside the generally
acceptable bandwidths of enterprise valuation, and that the Court therefore saw no grounds for adjusting the
merger-related share exchange ratio through any cash compensation. The Heilbronn Regional Court’s decision
is not yet res judicata, the counsels for the external shareholders having lodged an appeal with the Stuttgart
Higher Regional Court. No facts emerged with regard to this case in the year under review. Kolbenschmidt
Pierburg still assumes that the Stuttgart Higher Regional Court will endorse the first instance’s decision.

With regards to the squeeze-out initiated in 2003 of Aditron AG which was merged with Rheinmetall AG in the
same reporting year, the legal proceedings initiated are still pending.

In the proceedings instituted to squeeze out Kolbenschmidt Pierburg AG, the applications of 108 persons
involved in the proceedings were dismissed by the Stuttgart District Court on September 1, 2008. 55 applicants
immediately lodged appeals with the Stuttgart Higher Regional Court. A ruling has not yet been given on this.



(35) Other financial obligations | Various financial commitments in line with customary business standards
exist under master agreements with suppliers, as well as under contracts for services. For the purchasing
obligations for capital expenditure projects, refer to the comments on Property plant and equipment in
Note (7).

In the reporting year, €42 million was posted as expenses for operating leasing (up from €37 million). Apart
from business property leases, the other standard contracts cover the rental of vehicles and business, factory

and office equipment, which includes DP hardware and software.

The following discounted cash outflows under leases are expected in future periods:

2008 2009
2009 2010-2013 From 2014 Total 2010 2011-2014 From 2015 Total
Buildings 23 60 42 125 21 56 48 125
Other leases 11 18 2 31 12 18 2 32
34 78 44 156 33 74 50 157

In addition, under an agreement on the divestment of a business segment in earlier years, Rheinmetall
committed itself to assume the lease for a partially let property. The future (unrecognized) accumulated
obligations under this assumed lease totaled €4 million (previous year: €9 million). Provisions of €13 million
were established for subleasing risks (previous year: €10 million).

€3 million was generated in the period from subleasing further properties leased by Rheinmetall (down from
€4 million). The future income expected during the non-cancelable lease term totals €7 million (up from €4
million).

There is also an obligation to pay up €1 million for shares in an associated affiliate as the capital has yet not
been called (previous year: €1 million).



(36) Additional information on financial instruments | This note provides a comprehensive summary of the
significance of financial instruments to the Rheinmetall Group, besides making additional disclosures relevant

to financial instruments.

The table below breaks down recognized financial assets and liabilities by valuation category and class,
additionally stating their current fair values.

2008

Financial assets

Trade receivables

Other financial assets
Securities
Derivatives without hedge accounting
Derivatives with cash flow hedge
Other financial assets

Cash and cash equivalents

Of which valuation
at amortized cost

at fair value

Financial liabilities
Financial liabilities
Financial liabilities excl. leases
Lease liabilities
Trade liabilities
Other liabilities
Non-financial liabilities

Financial liabilities

Note

(€%))
(13)

(14)

(18)

(19)
20

Derivatives without hedge accounting

Derivatives with cash flow hedge

Other financial liabilities

Of which valuation
at amortized cost

at fair value

Balance
sheet value

710
34

203
947

408

511
528
(366)
162

1,081

Loans and
receivables/
liabilities

710

17
203
930

930

405

511

110

1,026

1,026

Fair value

710

17
203
947

400

511

13
39
110

1,076



2009

Financial assets

Trade receivables

Other financial assets
Securities
Derivatives without hedge accounting
Derivatives with cash flow hedge
Other financial assets

Cash and cash equivalents

Of which valuation
at amortized cost

at fair value

Financial liabilities

Financial liabilities
Financial liabilities excl. leases
Lease liabilities

Trade liabilities

Other liabilities
Non-financial liabilities

Financial liabilities

Note

(11
(13)

(14)

(18)

(19
(20)

Derivatives without hedge accounting

Derivatives with cash flow hedge

Other financial liabilities

Of which valuation
at amortized cost

at fair value

Balance
sheet value

701
80

1,338

533

521
444
(317)
127

1,181

Loans and
receivables/
liabilities

701

14

1,272

1,272

104
1,156

1,156

Held for
Available for trading
sale purposes
24 --
- 15
24 15
24 15
- 15
- 15
- 15

Outside
valuation
categories of
IAS 39

27

27

27

10

Fair value

701

24

15
27

14
557
1,338

15

104
1,179

Given mainly the short term to maturity of such instruments, the fair value of cash, cash equivalents, current

receivables, trade payables and other financial liabilities substantially equals book value.

Rheinmetall measures noncurrent fixed and floating-rate receivables taking into account customer credit
standing, specific country risks, and the structure of the financing transaction. Taking this approach, expected
collection or default risks are duly allowed for. Non-interest are discounted by applying rates that match their
maturity. The current book values of such receivables (less any allowances) will then substantially correspond

to their fair values.



The exchange-listed bond issue is marked to market as of the balance sheet date. The fair value of liabilities to
banks and other financial debts, payables under capital leases, as well as of other noncurrent financial
payables was determined by discounting the associated future cash flows at rates that match the time to
maturity of similar debts.

Further balance sheet disclosures

Derecognition | Under an ABS program, the Rheinmetall Group sells customer receivables with a maximum
volume of €140 million (previous year: €170 million) on a revolving basis. As of December 31, 2009, the
nominal value receivables sold came to €134 million (previous year: €170 million).

In line with IAS 39, sales of receivables apply as disposal. As the remaining risks are insignificant for the
Company, an asset item and a corresponding liability item each of €2 million is established for the maximum
continuing involvement (previous year: €2 million).

Collateral provided | Liens of €3 million (up from €1 million) rest on financial assets to protect employees from
insolvency risks in connection with pension systems.

Other disclosures on the income statement | The other interest income of €5 million (previous year:
€8 million) and other interest expense of €34 million (down from €41 million) result primarily from loans and
receivables as well as financial liabilities carried at amortized cost.

The net loss on loans and receivables was €1 million (previous year: loss of €5 million) and breaks down as
follows:

2008 2009
Other financial income and expenses 3) (1)
Write-ups 2 3
Write-downs and additional allowances (@) (€)

Expenses of €1 million (previous year: €1 million) are allocable to financial liabilities stated at amortized cost
and mainly relate to guaranty commissions; they are included in the other financial results.

The net currency/foreign exchange result totaled €-6 million (previous year: €14 million) and was incurred for
loans and receivables as well as liabilities carried at amortized cost.

The category financial assets available for sale produced a net profit of €1 million (previous year: €1 million)
from the write-down, reversal and disposal of securities. The profit resulting from derivatives excluding hedge
accounting totaled €1 million (previous year: €13 million) and is included in the other financial result.



Finance market risks | The operations and financing transactions of the Rheinmetall Group as an international
group are exposed to financial risks, mainly from liquidity, counterparty default, commodity prices, exchange
rate volatility and interest rate changes. In accordance with the Group-wide implemented risk management
system of Rheinmetall AG, such risks are not only identified, analyzed and measured, but also managed by
taking actions to avoid, contain or limit such risks, including contracting derivative financial instruments. No
such derivatives may be acquired for speculation. All transactions involving derivatives are subject to stringent
monitoring, which is particularly ensured through the strict separation of the contracting, settlement and
control functions. The effectiveness is subject to ongoing monitoring, using the critical terms match method
prospectively and the dollar offset testing method retrospectively.

Inherent financial risks are proactively managed to ensure that at the balance sheet date, no significant risks
emanate from financial instruments. Even if to the end of 2009 economic research institutes and international
organizations were expecting an improvement of the economic climate in all economic regions, there are risks
resulting from the global finance crisis. There remain in place and emanate primarily from the vulnerable
finance system and unexpected currency fluctuations. For this reason, the management attaches great
importance to these risks. Future finance risks may mainly arise from external funding problems, rising
refinancing costs, and higher hedge contracting expenses. Especially in the Automotive sector, the future
default risks attaching to trade receivables from customers will depend on how these face the challenges
posed by the financial crisis.

Foreign currency risk | Due to the international nature of the Rheinmetall Group's business, certain
operational currency risks arise from the fluctuating exchange rates between the functional currencies of
Group companies and other currencies. Open positions exposed to a currency risk are hedged through
derivatives, generally currency forwards, as well as currency options and swaps. In the Defence sector, in the
context of central financing Rheinmetall AG began assuming the foreign exchange management for
subsidiaries in the reporting year. Here currency hedge transactions are concluded with subsidiaries and the
relevant counter-transactions with banks. In the Automotive sector, these transactions are concluded on a
central basis. The transactions with banks are only concluded with banks which have ratings ensuring that
they can fulfill the obligations from these contracts. The most important currency hedges contracted by
German companies refer to US dollar, Swiss franc, Norwegian krone and Swedish krona sales transactions
while the foreign companies mostly hedge euro-based purchasing and sales transactions. These hedges are
measured as of the balance sheet date and recognized at a fair value which is determined according to the
DCF method. Provided that the necessary criteria are met, the changes in the fair value of hedging transactions
are recognized in the hedge reserve in the context of cash flow hedge accounting.

As at the reporting date, the nominal volume of cash flow hedge accounting totaled €419 million (up from
€368 million). In the year under review, fair value changes of €29 million (previous year: €28 million) were
recognized in OCl only, while €3 million (down from €4 million) was reclassified from OCl to the income
statement (mainly net sales). There were only immaterial ineffective portions of currency hedges.

Hedges covering a nominal volume of €416 million (up from €277 million) were not recognized in hedge
accounting as defined by IAS 39 since either automatic offsetting mechanisms existed or the documentation
requirements were not satisfied.



The table below shows the nominal volume, time to maturity and fair value of all currency hedges open at
December 31. The fair values at the balance sheet date correspond to prices for financial instruments in arm’s

length transactions.

Without hedge accounting
Foreign exchange contract
Cross currency swap

Other

With hedge accounting
Foreign exchange contract
Other

Nominal volume

Remaining term » 1 year

Fair value

Dec. 31,2008 Dec. 31,2009 Dec. 31,2008 Dec. 31,2009 Dec.31,2008 Dec.31,2009

275

277

313
55
368

292
59
65

416

419

419

17

17

86

86

61

48
109

174

)]

3)

(26)

(23)

5)

Sensitivity analysis | If the exchange rates for the respective functional currency had been 10% higher or lower
on the closing date, there would have been the following changes.

The result from derivative financial instruments without hedging relationships would have been €2 million
higher/lower (previous year: €5 million).

Before deferred taxes the hedge reserve position would have been €4 million higher/lower (previous year:

€19 million).



Interest rate risk| For the Rheinmetall Group's financing activities, such funding tools as floating-rate facilities
are used. Interest rate hedges such as caps and interest rate swaps (including interest/currency swaps)
contain the risks emanating from market rate changes.

Such hedges are contracted centrally by Rheinmetall AG, as well as locally at subsidiary level.

The interest rate hedges listed in the table were open as of the reporting date. The table shows the nominal
volumes, remaining terms and fair values as indicated, most presenting no hedging relationship. The fair
values at the balance sheet date correspond to prices for financial instruments in arm’s length transactions.

Nominal volume Remaining term » 1 year Fair value

Dec. 31,2008  Dec. 31,2009 Dec. 31,2008 Dec. 31,2009 Dec. 31,2008 Dec. 31,2009

Without hedge accounting

Interest rate options 50 250 50 200 - 3
Interest rate swaps 34 126 32 105 ) 3)
84 376 82 305 2 0

With hedge accounting
Interest rate swaps - 112 - 112 - D

- 112 - 112 . (1)

As at the reporting date, the nominal volume of cash flow hedge accounting totaled €112 million (previous
year: €— million). In the reporting year, these relate to interest swaps bought to hedge the variable interest of
promissory notes.

In the reporting year, changes in market value totaling €1 million (previous year: €0 million) were taken into
equity in the hedging reserve. For this reason there was no transfer to the income statement. The hedging
transactions were 100% effective.

Hedges with a nominal volume of €376 million (previous year: €84 million) were not recognized in hedge
accounting in line with 1AS 39. This includes interest caps with a nominal value of €200 million (market value
€3 million) which were concluded in the reporting year to secure future interest payments from a floating rate
loan. In addition, interest swaps to hedge future floating rate interest payments were concluded with a
nominal value of €100 million (market value: €-1 million).

Sensitivity analysis | If the yield curve had been 100 bp higher or lower on the reporting date, the net financial
result would have been €7 million lower (-100 bp) or €8 million higher (+100 bp) (previous year: €1 million at
+/-100 bp).

Before deferred taxes the hedge reserve position would have been €4 million higher or lower (previous year:
€0 million).



Commodity price risk | The Rheinmetall Group is exposed to price volatility risks from commodity buying, such
as metals. By agreeing with customers on materials cost escalator clauses, the major part of these risks from
volatile metal prices is shifted to customers, albeit with a time lag. Moreover, the Automotive sector (where
most of these risks exist) has also used derivative financial instruments for risk management, mainly
exchange-traded commodity futures contracted on a financial basis. Hedging strategy and the extent of
underlyings to be hedged have been specified with binding effect in a corporate guideline, thus ensuring that
such derivatives are exclusively used to hedge present underlyings or forecasted transactions in the scope of
the sector's primary operating activities. The derivatives are part of cash flow hedges, and the fair value
changes in perfect hedges are recognized in OCI only until the underlying materializes or falls due. If hedge
effectiveness is less than 100%, changes in fair value are recognized in the income statement. There was no
ineffectivity in the reporting year.

In the year under review, a total fair value gain of €14 million (up from an €8 million loss) was recognized in
0Cl only and another gain of €7 million recycled from OCl to the cost of materials (up from €1 million).

The fair value of the commodity futures is derived from the value of all contracts at market as of the valuation
date and therefore corresponds to the current value of the contract portfolio at year-end.

The notional volume of the hedging reserve represents the sum total of all purchase and selling contracts and
is shown non-netted.

Nominal volume Remaining term » 1 year Fair value

Dec. 31,2008 @ Dec. 31,2009 Dec. 31,2008 Dec.31,2009 Dec.31,2008 Dec.31,2009

With hedge accounting
Commodity futures 19 24 - 16 ©) 12

Commodity futures also exist which are not recognized in hedge accounting, the nominal volumes and fair
values of which are less than €0.5 million.

Sensitivity analysis | If the future price curve (assuming it to remain constant over the hedged term) of each
hedged metal had changed by 10%, the related OCI would have risen or dropped by €4 million (prior-year
range: €+/-1 million) while the net financial result would not have been affected, since at December 31, 2009
virtually all open contracts had a hedging relationship.



Default risk (credit risk) | The default risk from financial assets is that the other contractual party does not
fulfill his obligations. For loans granted and customer receivables the maximum risk is at the level of the
values carried in the balance sheet. The default risk from derivative finance instruments is limited to the
amount of the positive fair value of the derivatives carried on the balance sheet.

In the Rheinmetall Group the monitoring and the recognition of default risk from customer receivables takes
place decentrally in the operating units. However, there are corporate policies for proper debtor management.
Individual assessments (where appropriate, based on current trends and qualitative information) may be used
in addition to database-supported rating and default data on an external data supplier. Current del credere
risks are covered by valuation allowances.

The past due analysis for customer receivables received within trade receivables below clearly shows that
receivables for which value allowances are made are insignificant. Due to the type of transaction and the
customer structure, non-payment rarely occurs and there is only the need to post defaults. As of the balance
sheet date, there were no indications that any unimpaired and overdue receivables of the A/R portfolio would
remain unpaid.

Dec. 31,2008 Dec. 31, 2009
Trade receivables unimpaired but past due

for up to 30 days 70 57
for up to 180 days 35 45
for more than 180 days 12 27
117 129

impaired 5 6
neither impaired nor past due 343 318
465 453

Individual value adjustments (4) (5
461 448

In order to minimize the default risk with derivative financial instrument contracts, the Rheinmetall Group sets
high requirements in respect of its counterparties, restricting itself exclusively to German and foreign banks
with impeccable ratings.

To a small extent, companies in the Rheinmetall Group have made financial commitments by granting loans to
associates. Over and above this scope, the Rheinmetall Group has no important credit concentrations.

Liquidity risk | Sufficient liquidity at all times is ensured by the Rheinmetall Group especially by a cash budget
and forecast over a specified time horizon, as well as through existing, partly unutilized finance facilities,
including credit lines granted by banks on a bilateral or syndicated basis, a commercial paper (CP) program,
an asset backed securities program, promissory notes, and a bond issue. For further details of such credit
facilities, see the management report.



The table below shows as of December 31 all discounted contractually agreed payments for recognized
financial liabilities, as well as the derivative financial instruments and their fair value.

Dec. 31, 2008 Dec. 31,2009
2009 2010-2013 from 2014 2010 2011-2014 from 2015
Bond 11 336 - 336
Promissory notes - - - 5 161
Other bank liabilities 47 11 25 28 11 23
Capital lease liabilities 1 2 - 1 1
Other financial debts 1 2 1 1 2 1
60 351 26 371 175 24

Financial derivatives with

negative fair value 38 13 E 12 11 1

positive fair value 15 1 - 22 20

The associated cash flow risk from the financial liabilities is confined to cash outflows.

The fair values of derivatives on the reporting date should be seen in the context of the associated underly-
ings, whose values generally show an opposite trend, irrespective of whether these have already been
accounted for or are pending. The derivatives would only produce a cash outflow at the amount shown above
if they were terminated early.

The Rheinmetall Group's financial resources comprise cash and cash equivalents, financial current assets
available for sale, and the cash provided by operating activities. In contrast, the capital requirements cover the
redemption of financial debts (principal and interest), capital expenditure, and the funds needed for operating
activities.

(37) Share-based remuneration | A long-term incentive program exists within the Rheinmetall Group, under
which beneficiaries share in the increase in value of the Rheinmetall Group in that they receive Rheinmetall
shares in addition to cash payment. For the purposes of this program, shareholder value is deemed to have
risen if the average adjusted EBT for the preceding three fiscal years exceeds that of the prior three-year
period. The number of shares granted is based on the average price on the last five trading days in February of
the subsequent fiscal year. As the figure for average adjusted EBT between 2007 and 2009 has been below the
same figure for the previous year, no share-based remuneration has been granted for the past fiscal year. The
expense recognized in 2008 for share-based remuneration totaled €4 million. On April 2, 2009, participants in
the incentive program for fiscal 2008 received a total of 159,048 shares (for 2007: 79,940).



The Rheinmetall Group has a share purchase program, under which eligible staff of German Rheinmetall
companies may purchase Rheinmetall AG shares on preferential conditions. Such shares are subject to a lock-
up period of 2 years. Within specified subscription periods, the employees are given the opportunity to acquire
a limited number of shares at a discount of 30% on the applicable share price. In fiscal 2009, Rheinmetall
Group employees purchased 55,344 shares altogether (previous year: 355,229) for €1 million (previous year:
€8 million). Expenses of €1 million (previous year: €3 million) were incurred for this program, recognized as
personnel expenses.

Sales proceeds
from shares
purchased by

Discount per share No. of shares employees
Subscription window Share price in € in€ purchased by staff in € million
Oct. 28 - Nov. 11, 2008
retrospectively 20.01 6.00 400 0
April 15 - April 28, 2009 27.95 8.38 42,426
Oct. 27 - Nov. 9, 2009 38.99 11.7 12,518 0

(38) Other information on related parties | For the Rheinmetall Group, corporate related parties are the joint
ventures and associated companies carried at equity. Especially the joint ventures contribute to the expansion
of Defence and Automotive operations. The volume of products / services provided to corporate related parties
primarily relates to sales proceeds from the sale of finished and unfinished goods to project companies and
sales proceeds from army maintenance services under a public-private partnership model in the Defence
sector. Moreover, the volume of unpaid items includes loans of €3 million to joint ventures (previous year: €3
million), interest income from such loans amounting to an unchanged €o million. The scope of related-party
transactions is shown in the table below.

Volume of products/services Volume of products/services Volume of open items

provided received
2008 2009 2008 2009 2008 2009
Joint ventures 111 92 10 4 (10) 5)
Associated companies 5 7 9 10 - 5
116 99 19 14 (10)

Remuneration of the Executive Board and the Supervisory Board | The reportable compensation of senior
management within the Group comprises that paid to active Executive Board and Supervisory Board members.

The expenses for compensation paid or payable to active members of the Executive Board break down as
follows:

2008 2009
Short-term payments due 3,700 4,206
Deferred compensation 128 76
3,828 4,282

Additional post-retirement benefits 795 431



The post-retirement benefit amounts reflect the current service cost for pension entitlements.

Supervisory Board fees amounted to €0.750 million in the year under review (down from €0.987 million) and
are all due in the short term.

For further details and itemization of each member's remuneration, see the Board remuneration report within
the Group management report.

An unchanged €2 million was paid to former Executive Board members or their surviving dependants, the
accruals for pension obligations to these persons totaling €15 million (previous year: €16 million). €0.481
million (down from €0.586 million) was paid to former Executive Board members or their surviving dependants
of Rheinmetall DeTec AG (merged with Rheinmetall AG in 2005), the accruals for pension obligations to these
persons totaling an unchanged €6 million.

(39) Auditor remuneration | In fiscal 2009 and 2008, the following fees of the statutory auditor (Pricewater-
houseCoopers Aktiengesellschaft Wirtschaftspriifungsgesellschaft) were expensed in Germany:

2008 2009
End-of-year auditing services 2,031 1,927
Verification services 41 2
Tax consultancy services 81 72
Other services 461 458
2,614 2,459

The auditing fees cover Rheinmetall AG’s single-entity and consolidated financial statements and the accounts
of all subsidiaries audited by PWC in Germany. Tax consultancy fees primarily comprised fees for project-
related consultancy services. Fees for other services mainly relate to activities in the context of audits
accompanying projects.

(40) Corporate Governance | In December 2009, Rheinmetall AG published its declaration of conformity
according to the German Corporate Governance Code pursuant to Section 161 AktG on the Internet at
www.rheinmetall.com in the section “Group — Corporate Governance”, thus making it available to sharehold-
ers.

Diisseldorf, March 5, 2010
Rheinmetall Aktiengesellschaft
The Executive Board

Klaus Eberhardt Dr. Gerd Kleinert Dr. Herbert Miiller



Company

Fully consolidated subsidiaries

Holding companies / service companies / other

EMG EuroMarine Electronics GmbH, Neckarsulm / Germany

Facula Grundstiicks-Vermietungsgesellschaft mbH & Co. Objekt Rheinmetall
Allee 2 KG, Dusseldorf / Germany

Facula Grundstiicks-Vermietungsgesellschaft mbH, Diisseldorf / Germany
LIGHTHOUSE Grundstiicks-Vermietungsgesellschaft mbH & Co. KG, Diisseldorf / Germany
MEG Marine Electronics Holding GmbH, Bremen / Germany

Rheinmetall Berlin / Germany Verwaltungsgesellschaft mbH, Berlin / Germany
Rheinmetall Biirosysteme GmbH, Diisseldorf / Germany

Rheinmetall Inmobiliengesellschaft mbH, Diisseldorf / Germany

Rheinmetall Industrie Ausriistungen GmbH, Neckarsulm / Germany
Rheinmetall Industrietechnik GmbH , Diisseldorf / Germany

Rheinmetall Maschinenbau GmbH, Diisseldorf / Germany

Rheinmetall Versicherungsdienst GmbH, Diisseldorf / Germany

Rheinmetall Verwaltungsgesellschaft mbH, Diisseldorf / Germany

SUPRENUM Gesellschaft fiir numerische Superrechner mbH, Bremen / Germany

Defence sector

American Rheinmetall Munition Inc., Stafford / USA usb
Benntec Systemtechnik GmbH, Bremen / Germany ®
BIL Industriemetalle GmbH & Co. 886 KG, Griinwald / Germany

Contraves Advanced Devices Sdn Bhd, Melaka / Malaysia MYR
Contraves Sdn Bhd, Melaka / Malaysia MYR
Eurometaal Holding Deutschland GmbH, Disseldorf / Germany

Eurometaal Holding N.V., Hengelo / Netherlands

Eurometaal N.V., Hengelo / Netherlands

I.L.E.E. AG, Urdorf / Switzerland CHF
Laser 2000 (Switzerland) AG, Urdorf / Switzerland CHF

LDT Laser Display Technology GmbH, Jena / Germany

Nitrochemie AG, Wimmis / Switzerland CHF

Nitrochemie Aschau GmbH, Aschau / Germany

Nitrochemie Wimmis AG, Wimmis / Switzerland CHF
Oerlikon Contraves GmbH, Ziirich / Switzerland CHF
Oerlikon Contraves Pte. Ltd., Singapore / Singapore SGD
Rheinmetall Air Defence AG, Ziirich / Switzerland CHF
Rheinmetall Canada Inc., St.-Jean-sur-Richelieu / Canada CAD

Rheinmetall Chempro GmbH, Bonn / Germany
Rheinmetall Defence Electronics GmbH, Bremen / Germany
Rheinmetall Defence UK Limited, London / Great Britain GBP

Direct share
of capital
in %

100
100
100
100
100
100
100

100

94

100

100
100

100
100

Indirect share
of capital
in %

100

100
100
100
100

100
100

49

100
100
100
100
100
100
80
51
51
55
55

100

51



Company

Rheinmetall Denel Munition (Proprietary) Limited, Pretoria / South Africa ZAR
Rheinmetall Dienstleistungszentrum Altmark GmbH, Letzlingen / Germany

Rheinmetall Hellas S.A., Athen / Greece

Rheinmetall Italia S.p.A., Rom / Italy

Rheinmetall Landsysteme GmbH, Kiel / Germany

Rheinmetall Nederland B.V., Amsterdam / Netherlands

Rheinmetall Radfahrzeuge GmbH, Diisseldorf / Germany

Rheinmetall Switzerland AG, Ziirich / Switzerland CHF

Rheinmetall Soldier Electronics GmbH (vorm. Oerlikon Contraves GmbH),
Stockach / Germany

Rheinmetall Technical Publications GmbH, Bremen / Germany
Rheinmetall Vorrat Nr. Zwei GmbH, Diisseldorf / Germany
Rheinmetall Waffe Munition ARGES GmbH, Schwanenstadt / Austria
Rheinmetall Waffe Munition GmbH, UnterliiR / Germany

RF Engines Limited, Newport, Isle of Wight / Great Britain GBP
RM Euro B.V., Hengelo / Netherlands
RTP-UK Ltd., Bristol / Great Britain GBP

RWM Beteiligungsverwaltung Austria GmbH, Schwanenstadt / Austria

RWM Switzerland AG, Ziirich / Switzerland CHF
RWM Zaugg AG, Lohn-Ammannsegg / Switzerland CHF
Automotive sector

GVG Grundstiicksverwaltung Gleitlager GmbH & Co. KG, Neckarsulm / Germany
GVH Grundstiicksverwaltung Hamburg GmbH & Co. KG, Neckarsulm / Germany

GVN Grundstiicksverwaltung Neckarsulm GmbH & Co. KG, Neckarsulm / Germany

Karl Schmidt Unisia Inc., Marinette / USA usb
Kolbenschmidt de Mexico S.de R.L. de C.V., Celaya / Mexico MXN
Kolbenschmidt K.K., Yokohama / Japan JPY

Kolbenschmidt Liegenschaftsverwaltung GmbH, Berlin / Germany

Kolbenschmidt Pierburg AG, Neckarsulm / Germany

KS Aluminium-Technologie GmbH, Neckarsulm / Germany

KS ATAG Bearbeitungsgesellschaft m.b.H., Neckarsulm / Germany

KS ATAG Beteiligungsgesellschaft m.b.H., Neckarsulm / Germany

KS ATAG GmbH, Neckarsulm / Germany

KS ATAG Romania S.R.L., Bukarest / Romania RON
KS France S.A.S, Basse-Ham (Thionville) / France

KS Gleitlager GmbH, St. Leon-Rot / Germany

KS Gleitlager USA Inc., Fountain Inn (Greenville) / USA usD
KS Grundstiicksverwaltung Beteiligungs GmbH, Neckarsulm / Germany

KS Grundstiicksverwaltung GmbH & Co. KG, Neckarsulm / Germany

KS Kolbenschmidt Czech Rebublic a.s., Usti / Czech Republic CZK
KS Kolbenschmidt France S.A.S., Basse-Ham (Thionville) / France

Direct share
of capital
in %

100
100

100

100

100
100
100

100

100

Indirect share
of capital
in %

51

100

100

100

100

100

100
100
100
100

100
100
100

92
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100
100



Company

KS Kolbenschmidt GmbH, Neckarsulm / Germany

KS Large Bore Pistons Inc., Marinette / USA

KS Personaldienstleistungsgesellschaft mbH, Neckarsulm / Germany
KS Produtos Automotivos Ltda., Nova Odessa / Brazil

KSPG Automotive Brazil Ltda., Nova Odessa / Brazil

KSPG Finance & Service Ltd., St. Julians / Malta

KSPG Malta Holding Ltd., St. Julians / Malta

KSPG Netherlands Holding B.V., Amsterdam / Netherlands

KSUS International LLC., Marinette / USA

KUS Canada Inc., Leamington / Canada

MS Motor Service Aftermarket Iberica S.L., Abadiano / Spain

MS Motor Service Asia Pacific Co., Ltd. (vorm. MS Motor Serv. Sh. Tr. Comp.),
Shanghai / China

MS Motor Service Deutschland GmbH, Weinstadt / Germany
MS Motor Service France S.A.S., Goussainville / France

MS Motor Service International GmbH, Neuenstadt / Germany
MS Motor Service Istanbul Dis Ticaret ve Pazarlama A.S., Istanbul / Turkey
Pierburg China Ltd., Kunshan City / China

Pierburg Gestion S.L., Abadiano / Spain

Pierburg GmbH, Neuss / Germany

Pierburg Inc., Fountain Inn (Greenville) / USA

Pierburg India Private Limited, Mumbai Maharashtra / India
Pierburg Mexico S.A. de C.V., Chihuahua / Mexico

Pierburg Pump Technology GmbH, Neuss / Germany

Pierburg Pump Technology India Private Limited, Mumbai Maharashtra / India
Pierburg Pump Technology Italy S.p.A., Lanciano / Italy

Pierburg Pump Technology France S.ar.l., Basse-Ham (Thionville) / France
Pierburg Pump Technology S.A. de C.V., Chihuahua / Mexico

Pierburg Pump Technology UK Ltd., Laindon Basildon, Essex / Great Britain
Pierburg Pump Technologie US LLC., Marinette / USA

Pierburg S.A., Abadiano / Spain

Pierburg s.r.o., Usti / Czech Republic

Rheinmetall North America Inc. (vorm. KS Intern. Inv. Corp.), Southfield / USA
Société Mosellane de Services S.C.l., Basse-Ham (Thionville) / France

Werkzeugbau Walldiirn GmbH, Walldiirn / Germany

BRL
BRL

usD
usb

TRL
CNY

usb
INR
MXN

INR

MXN
GBP
usb

CzK
usb

Direct share
of capital
in %

21

100

Indirect share
of capital
in %

100
100
100
100
100
100

79
100
100

92
100

100
100
100
100

51
100
100
100
100
100
100
100

100
100
100
100
100
100
100
100

100
100



Company

Investments carried at equity

Holding companies / service companies / other
LIGHTHOUSE Development GmbH, Diisseldorf / Germany
MK 5 Development GmbH, Diisseldorf / Germany

Unternehmerstadt GmbH, Diisseldorf / Germany

Defence sector

ADS Gesellschaft fiir aktive Schutzsysteme mbH, Lohmar / Germany
Advanced Pyrotechnic Materials Private Ltd., Singapore / Singapore
AIM Infrarot-Module GmbH, Heilbronn / Germany

ARGE RDE/CAE (GbR), Bremen / Germany

ARTEC GmbH, Miinchen / Germany

Burkan Munitions Systems L.L.C., Abu Dhabi / UAE

DynITEC GmbH, Troisdorf / Germany

EuroSpike GmbH, Réthenbach / Germany

GIWS Gesellschaft fiir Intelligente Wirksysteme mbH, Niirnberg / Germany

Hartchrom Defense Technology AG, Steinach / Switzerland

Hellenic Simulation and Training Systems Commercial and Industrial Societe

Anonyme (HSTS S.A.), Agia Paraskevi / Greece

HFTS Helicopter Flight Training Services GmbH, Hallbergmoos / Germany

HIL Industrie-Holding GmbH, Bonn / Germany

LOG Logistik-Systembetreuungs-Gesellschaft mbH, Bonn / Germany
N2 Defense LLC, Arlington, Virginia / USA

Oy Finnish Defence Power Systems AB, (FDPS), Helsinki / Finland
PSM Projekt System & Managment GmbH, Kassel / Germany

SysFla GmbH, UnterschleiRheim / Germany

Werk Aschau Lagerverwaltungsgesellschaft mbH, Aschau / Germany

Automotive sector

Advanced Bearing Materials LLC., Greensburg / USA

Kolbenschmidt Pierburg Shanghai Nonferrous Components Co. Ltd.,
Shanghai / China

Kolbenschmidt Shanghai Piston Co. Ltd., Shanghai / China
KS ATAG TRIMET Guss GmbH, Harzgerode / Germany
Shriram Pistons & Rings Ltd., New Delhi / India

(1) Full consolidation due to majority of voting rights

SGD

AED

CHF

usb

INR

Direct share = Indirect share
of capital of capital
in % in %

10
10
50

25
49
50
50
64
40
35
40
50
38

50
25
33
25
50
30
50
50
28

50

50
50
50
20



We represent that, to the best of our knowledge and in accordance with applicable accounting principles, the
consolidated financial statements of Rheinmetall AG present a true and fair view of the Rheinmetall Group’s
assets, financial situation and earnings, and that the Group management report describes fairly, in all material
respects, the Group’s business trend and performance, the Group’s position and the significant risks and
opportunities of the Group’s expected future development.

Diisseldorf, March 5, 2010
Rheinmetall Aktiengesellschaft
The Executive Board

Klaus Eberhardt Dr. Gerd Kleinert Dr. Herbert Miiller



Rheinmetall AG, Diisseldorf, Independent auditor’s report and opinion | We have audited the consolidated
financial statements prepared by the Rheinmetall AG, Diisseldorf, comprising the balance sheet, the
income statement, the statement of comprehensive income, the statement of changes in equity, the cash
flow statement and the notes to the consolidated financial statements, together with the group
management report for the business year from January 1 to December 31, 2009. The preparation of the
consolidated financial statements and the group management report in accordance with the IFRSs, as
adopted by the EU, and the additional requirements of German commercial law pursuant to § (Article)
315a Abs. (paragraph) 1 HGB ("Handelsgesetzbuch": German Commercial Code) are the responsibility of
the parent Company's Board of Managing Directors. Our 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 generally accepted standards for the audit of financial statements promulgated by the Institut der
Wirtschaftsprifer (Institute of Public Auditors in Germany) (IDW). Those standards require that we plan
and perform the audit such that misstatements materially affecting the presentation of the net assets,
financial position and results of operations in the consolidated financial statements in accordance with
the applicable financial reporting framework and in the group management report are detected with
reasonable assurance. Knowledge of the business activities and the economic and legal environment of
the Group and expectations as to possible misstatements are taken into account in the determination of
audit procedures. The effectiveness of the accounting-related internal control system and the evidence
supporting the disclosures in the consolidated financial statements and the group management report are
examined primarily on a test basis within the framework of the audit. The audit includes assessing the
annual financial statements of those entities included in consolidation, the determination of the entities
to be included in consolidation, the accounting and consolidation principles used and significant
estimates made by the Company’s Board of Managing Directors, as well as evaluating the overall
presentation of the consolidated financial statements and the group management report. We believe that
our audit provides a reasonable basis for our opinion.

Our audit has not led to any reservations.

In our opinion based on the findings of our audit the consolidated financial statements comply with the
IFRSs as adopted by the EU, and the additional requirements of German commercial law pursuant to §
315a Abs. 1 HGB and full IFRS and give a true and fair view of the net assets, financial position and results
of operations of the Group in accordance with these requirements. The group management report is
consistent with the consolidated financial statements and as a whole provides a suitable view of the
Group's position and suitably presents the opportunities and risks of future development.

Diisseldorf, March 8, 2010
PricewaterhouseCoopers

Aktiengesellschaft
Wirtschaftspriifungsgesellschaft

Peter Albrecht Uwe Schwalm
Wirtschaftspriifer Wirtschaftspriifer



Fixed assets

Intangible assets

Property, plant and equipment
Financial assets

Current assets

Receivables and other assets
Securities

Cash in hand

Deferred income

Total assets

Share capital
Capital reserves
Retained earnings
Net earnings

Equity

Special tax-allowable reserves
Provisions

Liabilities

Bond

Liabilities due to banks
Other liabilities

Total liabilities

Dec. 31,2008

91
28,988
904,403
933,482

381,227
36,822
101,338
519,387
578

1,453,447

Dec. 31,2008
92,160
208,262
182,639
45,009
528,070
3,131

115,347

325,000

481,899
806,899

1,453,447

Dec. 31, 2009

146
27,692
1,044,146
1,071,984

180,631
106,628
423,989
711,248

1,002

1,784,234

Dec. 31,2009

101,373
303,419
140,559

11,500
556,851

3,050
118,972
325,000
150,000
630,361

1,105,361

1,784,234



Investment income
Net interest
Write-down / write-up of treasury stock

Net financial income

Other operational income
Staff costs
Amortization of intangible and depreciation of tangible assets (incl. write-down)

Other operating expenses
EBT
Taxes on income and revenue

Net profit for the year / Net loss for the year

Appropriations of retained earnings

Appropriation to retained earnings

Net earnings

2008

63,038
(6,294)
(30,427)
26,317

58,331
29,754

1,675
37,338

15,881
10,448

5,433

78,722
39,146

45,009

2009

(28,856)
(16,784)

25,510
(20,130)

61,986
27,085

1,710
41,143

(28,082)
2,591

(30,673)

67,683
25,510

11,500



Klaus Greinert
Mannheim
Businessman
Chairman

Membership of Supervisory Boards

Beirat Gebr. Réchling KG (Chairman)
DURAVIT AG (Chairman)
DURAVIT S.A.

Joachim Stéber ?
Biebergemiind

Member of the German Metalworkers’ Union’s
General Secretariat

Vice-Chairman

Membership of Supervisory Boards

GEA Group AG

Dr. Ludwig Dammer
Disseldorf

Director Business Excellence and Quality & Process
Pierburg GmbH

Professor Dr. Andreas Georgi
Starnberg

Professor of Leadership and Control Problems
in Enterprise
Ludwig-Maximilians-Universitat Munich

Consultant

Membership of Supervisory Boards

Asea Brown Boveri Aktiengesellschaft
Felix Schoeller Holding GmbH & Co. KG
Oldenburgische Landesbank AG

RWE Dea AG

? Selected by employees

Dr. Siegfried Goll
Markdorf

Consulting Engineer
Former CEO of ZF Friedrichshafen AG

Membership of Supervisory Boards

Leuze Geschaftsfiihrungs-GmbH
Rohwedder AG

SAF-Holland S.A.

Voss Holding GmbH & Co. KG
Witzenmann GmbH

Heinrich Kmett ?
Fahrenbach/Robern

Works Council Chairman of
Kolbenschmidt Pierburg AG

KS Kolbenschmidt GmbH

MS Motor Service International GmbH

Membership of Supervisory Boards

Kolbenschmidt Pierburg AG

Dr. Rudolf Luz ”
Neckarsulm

1% delegate of the Metalworkers Union
Heilbronn-Neckarsulm

Membership of Supervisory Boards

Kolbenschmidt Pierburg AG (Vice-Chairman)

Dr. Peter Mihatsch
Sindelfingen
Consulting engineer

Membership of Supervisory Boards

Arcor AG

ADC Krone GmbH

Giesecke & Devrient GmbH (Chairman)
Strabag Property and Facility Services GmbH
Vodafone Deutschland GmbH

Vodafone D2 GmbH



DDr. Peter Mitterbauer
Gmunden, Osterreich

CEO of
Miba AG

Membership of Supervisory Boards

Andritz AG
Erste Osterreichische Spar-Casse Privatstiftung

FFG Osterreichische Forschungsférderungsgesellschaft mbH
(Chairman)
Oberbank AG

OIAG Osterreichische Industrieholding AG (Chairman)

Wolfgang Miiller ”
Bad Rappenau

Works Council Chairman of
KS Aluminium-Technologie GmbH

Membership of Supervisory Boards

KS Aluminium-Technologie GmbH
KS ATAG GmbH

Henning von Ondarza
Bonn
Retired General

Professor Dr. Frank Richter
Ulm

Professor of Corporate Governance and Finance
Ulm University

Membership of Supervisory Boards

Advisory Board Gebr. Rochling KG
GSW Gemeinniitzige Siedlungs- und
Wohnungsbaugesellschaft Berlin mbH
Ulm University

? Selected by employees

Reinhard Sitzmann
Weichs

General Manager of
Hirschmann Multimedia Holding B.V.

Membership of Supervisory Boards

Shareholder Committee Opti M & A GmbH
Advisory Board of Hirschmann Car Communication GmbH
Advisory Board of Xiamen Hongfa Electroacoustic Co., Ltd.

Wolfgang Tretbar ”
Nettetal

Works Council Chairman of
Pierburg GmbH,
Nettetal plant

Harald Topfer ”
Kassel

Works Council Chairman of
Rheinmetall Landsysteme GmbH,
Kassel operation

Peter Winter ?
Achim

Member of Works Council of
Rheinmetall Defence Electronics GmbH

Membership of Supervisory Boards

Rheinmetall Defence Electronics GmbH



Klaus Eberhardt
Dusseldorf

Chairman (CEO)

Director of Industrial Relations

Chairman of the Defence sector

Membership of Supervisory Boards
Kolbenschmidt Pierburg AG
(Chairman)

Hirschmann Automotive GmbH

MTU Aero Engines Holding AG
(Chairman)

MTU Aero Engines GmbH
(Chairman)

Eckart Waélzholz-Junius Familienstiftung
Dietrich Wdlzholz Familienstiftung

Dr. Gerd Kleinert
Gottmadingen
CEO of Kolbenschmidt Pierburg AG

Membership of Supervisory Boards

Kolbenschmidt Pierburg Shanghai
Nonferrous Components Co. Ltd.
(Vice-Chairman)

KS Aluminium-Technologie GmbH
(Chairman)

KS ATAG GmbH
(Chairman)

KS Gleitlager GmbH
(Chairman)

KS Kolbenschmidt GmbH
(Chairman)

KS International Investment Corp.

Lapple AG
(Chairman)

Pierburg GmbH
(Chairman)

Advisory Board Gebr. Rochling KG

Dr. Herbert Miiller
Bonn
Finance and Controlling

Membership of Supervisory Boards

Kolbenschmidt Pierburg AG



Dr. Andreas Beyer, LL.M.
Sindelfingen

Law, Internal Auditing, M&A

Ingo Hecke
Meerbusch

Human Resources and Senior Management

Dr. Gerd Kleinert
Gottmadingen

Chairman

Strategy, Marketing, Operations

Dr. Peter P. Merten
Herrsching
Finance & Controlling, IT

Peter-Sebastian Krause
Erkrath

Human Resources, Law

Klaus Eberhardt
Dusseldorf
Chairman

Helmut P. Merch
Erkrath
Finance & Controlling, IT

Detlef Moog

Miilheim a.d. Ruhr
(up to December 31, 2009)

Land Systems, Weapon and Munitions, Propellants

Armin Papperger

Hermannsburg
(from January 1, 2010)

Land Systems, Weapon and Munitions, Propellants

Heinz Dresia
Krefeld
Air Defence, C4ISTAR, Simulation and Training

Ingo Hecke
Meerbusch
Human Resources

Shaun Liebenberg
Meerbusch
International Business Development



March 23, 2010
Annual accounts press conference

March 23, 2010
Analysts conference

May 7, 2010
Report on Q1 2010

May 11, 2010
Annual General Meeting

August 11, 2010
Report on Q2 2010

November 15, 2010
Report on Q3 2010

All dates are provisional. Subject to change.
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Corporate communications
Peter Riicker
Tel: +49 (0)211 473-4320
Fax: +49 (0)211 473-4158
peter.ruecker@rheinmetall.com

Investor Relations
Franz-Bernd Reich
Tel: +49 (0)211 473-4777
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This report contains statements and forecasts referring to the future development of the Rheinmetall Group which are based
on assumptions and estimates made by the management. A number of factors, many of which are beyond Rheinmetall’s
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