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At AAR, our business is more than providing
aviation and aerospace products and services.

Our focus is on meeting the diverse needs of our
customers. We see our husiness through their eyes
and create solutions that solve their unique problems.
For us, customers aren’t the end of what we do.
They’re the beginning.
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To Our Stockholders,
Customers and Employees,

SALES GROWTH SALES GROWTH SALES GROWTH IN
IN MAINTENANCE, IN AVIATION STRUCTURES AND
REPAIR AND SUPPLY CHAIN SYSTEMS
OVERHAUL
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“Solid execution, a sharp focus on customer
service and the dedication of our employees
combined to produce improved results in nearly
every facet of the Company’s performance.”

INCREASE IN INCREASE YEARS OF SERVICE
CONSOLIDATED IN SHARE TO AVIATION AND
SALES PRICE AEROSPACE
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“We are taking AAR’s ‘close-to-the-customer’

business model further by becoming fully integrated
within our customers’ operations.”

Sales ($ in millions) Operating Income ($ in millions)
FY2006 $897 FY2008 ‘ $64.2
FY2005 $748 FY2005 $33.5
FY2004 $644 FY2004 $20.3
FY2003 $600 FY2003 $0.9
$400  $500 $600 $700 $800  $900 $0 $20 $40 $60 $80
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IN CLOSING
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Income (Loss) From Continuing Operations (% of sales)

FY2006 3.9%
FY2005 2.5%
FY2004 0.7%
FY2003 (1.8%) ‘
0% 1% 2% 3% 4%

%

Diluted Earnings (Loss) Per Share From Continuing Operations

|
FY2006 $.94

FY2005 $.55
FY2004 $.14
FY2003 ($.33)

$0 $10  §25 $.50 $.75 $1.00
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Partnership

At AAR, business relationships are a two-way street —
we listen carefully to customer needs before we respond.

PUTTING CUSTOMERS IN THE PICTURE

OF SALES OF SALES
TO COMMERCIAL TO DEFENSE
CUSTOMERS CUSTOMERS
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Sgt. Jeff Hawkins, a soldier

in the Michigan National Guard
and Production Leader with

AAR Mobility Systems, discusses
specialized expandable shelters with
AAR Mobility Systems Quality
Engineer, Steven Mapes.

AAR's people are dedicated to achieving the highest levels of customer confidence and loyalty the ultimate endorsement that we're doing things
satisfaction through design and manufacturing excellence and by right. Still, we're always looking for ways to do more and listening for ways
providing world-class service and support. WWe consider our customers’ in which we can become an even better partner to them.
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Our capacity to innovate keeps us on the leading edge —
exactly where our customers expect us to be.

ON THE RIGHT FREQUENCY
AAR EMPLOYEES OF AAR AMTs
LOCATED AROUND EARNED THE
THE WORLD FAA’S DIAMOND

AWARD
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Crystal Rosario, Manager of
Business Process Improvements

At AAR, innovation extends far beyond our technological capabilities.
Our people are driven to invent new and original ways to serve customers
— from process improvements to new strategic partnerships. We're
equally as committed to learning new and better ways to get the job
done and, for the second consecutive year, 100% of AAR's eligible

for AAR’s Defense Systems &
Logistics division, uses advanced
RFID technology to track inventory
bound for the United States
Department of Defense.

Aviation Maintenance Technicians (AMTs) received FAA Diamond
Awards for meeting or exceeding the FAA's requirements for technical
and regulatory training, earning AAR special recognition from the FAA.
Innovation and the desire to get better every day — two qualities that
differentiate AAR in a competitive marketplace.
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The Power to See Beyond the Horizon

At AAR, we're not waiting for the future to reveal itself. Instead, we're
actively pursuing it — for our customers, employees and stockholders.

PAST, PRESENT AND FUTURE

GROWTH IN WORLD’S GROWTH IN WORLD’S
AIRCRAFT FREIGHTER
FLEET FLEET
BY 2025 BY 2025

Source: Boeing Market Outlook 2006
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Every day brings exciting, new

challenges for the aviation and aerospace
industry. We strive to anticipate these
challenges and align our capabilities to serve
the future needs of our customenrs.

GROWTH IN WORLD’S GROWTHIN
PASSENGER WORLDWIDE AIR

FLEET TRAFFIC
BY 2025 BY 2025
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Ours is a collective vision — one that unites us
as a company and brings the future into view.

ADDING VALUE TO THE SOLUTION

EOODO

AARCORP.CO

M

— Airframe Parts Supply & Repair
— Engine Parts Supply

— Inventory Management Programs
— PMA Development & Supply

— Business Systems Integration

B OO O

— Aircraft Maintenance
- Landing Gear Services
— Aircraft Storage




WORLDWIDE LOCATIONS

— Mobility Systems
— Cargo Systems
— Composite Structures

— Heavy Industrial Turbines
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— Sales & Leasing
— Advisory Services
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Leadership

AAR is headed by an accomplished leadership team with
extensive experience and a dedication to integrity, fiscal
responsibility, operational excellence and customer satisfaction.

CORPORATE OFFICERS BOARD OF DIRECTORS

BOARD COMMITTEES

James E. Goodwin, David P. Storch, James G. Brocksmith, Jr., Ronald R. Fogleman,
Chairman Chairman Chairman Chairman

James G. Brocksmith, Jr. James E. Goodwin Ronald R. Fogleman James E. Goodwin
Marc J. Walfish Marc J. Walfish Ronald B. Woodard Marc J. Walfish
Ronald B. Woodard Michael R. Boyce
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Corporate Headquarters
AAR CORP.

1100 North Wood Dale Road
Wood Dale, lllinois 60191
Telephone: 630-227-2000
Facsimile: 630-227-2019
WWW.aarcorp.com

Transfer Agent and Registrar
Computershare Trust Company, N.A.
Providence, Rhode Island

Annual Meeting of Stockholders

The annual meeting of stockholders will be held at
9:00 a.m. (CDST) on Wednesday, October 18, 2006,
at AAR Corporate Headquarters, 1100 North Wood
Dale Road, Wood Dale, Illinois 60191.

The Investor Service Program

AAR CORP. provides its stockholders the opportunity
to purchase additional shares of common stock of
the Company by automatic reinvestment of dividends
and optional additional investments. Stockholders
may obtain information regarding this plan by
contacting the Secretary, AAR CORP.,, 1100 North
Wood Dale Road, Wood Dale, lllinois 60191.

Special Counsel
Schiff Hardin LLP
Chicago, lllinois

Ticker Symbol
AAR stock is traded on the New York and
Chicago Stock Exchanges. Ticker symbol AIR.
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2 AAR

1100 North Wood Dale Road,
Wood Dale, Illinois 60191



