Dear shareholders,

GRAMMER’ employees have met the challenges of the past finan-
cialyear -the search forinnovative solutions for a vehicle indus-
try in transition as well as the global economic consequences
of the COVID 19 pandemic - with impressive commitment and
great perseverance with the help of the unique Way of Working
@GRAMMER.

After some new members were appointed to positions on the
GRAMMER AG Supervisory Board in 2020, we had many oppor-
tunities last year to step up collaboration. Our work focused on
areas including revising and redesigning the remuneration
systems for the Executive Board and the Supervisory Board,
regularly discussing the Company’s position, further developing
regular reporting on governance issues, especially on risk and
compliance management. Furthermore, the focus was on the
discussion of personnel development and succession planning,
takinginto account aspects such as diversity and corporate cul-
ture shaped by the Way of Working @GRAMMER. By reappointing
members of the GRAMMER AG Executive Board, we are commit-
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In 2021, too, the employees at GRAMMER met the challenges with
impressive commitment and great perseverance.”

Alfred Weber
Chairman of the Supervisory Board

ting to continuity in terms of corporate governance so that we
can address the challenges we face during these constantly
changing times.

In2021, the Supervisory Board collaborated closely withthe Exec-
utive Board to propel the Group-wide positive cultural shift and
advised the Executive Board on developing the strategies of the
two divisions, in particularly taking into account customer feed-
back, advances in digitalization as well as sustainability and
climate protection. This is helping make the GRAMMER site in
Haselmuhl near Amberg the most cutting-edge production plant
for offroad commercial vehicle seats in the world. In addition, the
transformation of GRAMMERinto a Green Company is being driven
forward by defining the areas of action necessary to achieve the
Group-wide target of reducing CO, emissions by at least 50%%o by
the end of this decade.

Monitoring and advisory activities of the Supervisory Board

In 2021, the Supervisory Board fulfilled its duties with the utmost
care in accordance with the applicable statutory requirements,
Articles of Association, the German Corporate Governance Code
andtherules of procedure. It monitored the activities of the Exec-
utive Board on a thorough and ongoing basis, advising it on all
matters of importance for the Company.

All important matters were discussed in detail during the meet-
ings of the Supervisory Board on the basis of writtenreports sub-
mitted in advance by the Executive Board. Some were also pre-
pared for resolution in the committees. Both the shareholder

representatives and the employee representatives met before
each ordinary meeting of the Supervisory Board for preliminary
discussions.

The Supervisory Board’s approval was requested in all cases
where this was required under the rules of procedure. The indi-
vidual decisions were preceded by intense discussion normally
on the basis of a corresponding submission or presentation by
the Executive Board. The Supervisory Board and the Executive
Board discussed decisions of fundamental importance such as
strategicissues concerning corporate planning, business policy,
business performance, the risk situation and risk management.

The Supervisory Board also meets regularly inthe absence of the
Executive Board to deal with matters relating either to the Exec-
utive Board itself or to internal Supervisory Board matters.

The Executive Board and the Supervisory Board worked together
constructively, openly and in a spirit of mutual trust. The Execu-
tive Board alsoinformedthe Supervisory Board outside the meet-
ings of matters of particular significance.

Inaddition, members of the Supervisory Boardregularly exchanged
information with the Chairman of the Executive Board and the
other Executive Board members. The entire Supervisory Board
was briefed on the content of these discussions by no later than
at the next meeting.
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Main matters dealt with at the meetings of the Supervisory
Board

The Supervisory Board of GRAMMER AG held five ordinary (includ-
ing one executive session) and two extraordinary meetings last
year.

No member of the Supervisory Board or its committees attended
only half or fewer than half of the meetings. No conflicts of inter-
est on the part of any of the members of the Supervisory Board
in connection with the exercise of their duties were reported in
the period under review.

At its ordinary quarterly meetings as well as its extraordinary
meetings, the Supervisory Board dealt in detail with the Compa-
ny’s current business and financial condition. At these regular
meetings, the Supervisory Board deliberated onthe revenue and
earnings performance as well as the financial condition andliquid-
ity situation of GRAMMER AG and the GRAMMER Group. Inaddition,
the members of the Supervisory Board discussed and passed
resolutions on numerous matters as well as measures requiring
their consent. The Executive Board reported to the Supervisory
Board on alarge number of other measures and business trans-
actions, discussing them at length and in detail, for example,
managing the global pandemic and dealing with the ongoing sup-
ply chain challenges.

Inits regular reports on the state of the Company, the Executive
Board provided information during the ordinary meetings of the
Supervisory Board on the general situation with regard to the
business of the Group and the reportable operating segmentsin
the AMERICAS, APAC and EMEA regions, the financial situation
and the further strategic orientation. Business performance in
the AMERICAS region was particularly relevantin the second half
of the year.

Another focus topic in the first half of the year was the estab-
lishment of a new remuneration system for the Executive Board
and the Supervisory Board. The existing Executive Board remu-
neration system was drawn up in 2018 and must be revised, in
part due to the latest amendments to the German Stock Corpo-
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ration Act andthe German Corporate Governance Code. The 2021
Annual General Meeting approved the new remuneration systems
by alarge majority.

Discussion of business requiring approval - chiefly regarding
M&A projects such as the establishment of another joint venture
inChina orthe sale of the subsidiary in Spain - the establishment
of new Group companies and capital measures at Group compa-
nies, were also on the agenda at Supervisory Board meetings.
The GRAMMER AG Supervisory Board also looked at the Compa-
ny’s risk management in detail.

All twelve members of the Supervisory Board attended the first
extraordinary Supervisory Board meeting on January 15, 2021,
Atthis meeting, they discussed revising the Executive Board and
Supervisory Board remuneration systems, the result of the 2020
self-assessment by the GRAMMER AG Supervisory Board, the
measures taken as a result and the GRAMMER Group’s current
opportunity and risk report. The establishment of another joint
venture in Harbin, China, and a capital increase at the Spanish
subsidiary were also discussed and resolved.

The second extraordinary meeting of the Supervisory Board was
held on April 26, 2021 and was attended by eleven members of
the Supervisory Board. One Supervisory Board member was
excused. At this meeting, members approvedresolutions onhold-
ing the 2021 Annual General Meeting as a virtual event, the
agenda, the sale of the subsidiary in Spain and the establishment
of anew GRAMMER company in Hefeias the future headquarters
in China.

Allmembers of the Supervisory Board attended the first ordinary
meeting onMarch 29/30,2021. As well as Executive Board report-
ing on the current state of the Company and a discussion of
ongoing M&A projects, the agenda included an updated resolu-
tion on the Executive Board remuneration system. This meeting
also established the target values for Executive Board remuner-
ation for 2021 and carried out the Executive Board perfor-
mance evaluation for 2020. It was also decided to reappoint
Mr.Jens Ohlenschldger as a member of the Executive Board from

January 1, 2022 until December 31, 2026 and new rules of pro-
cedure were approved for the Supervisory Board and the Audit
Committee, which can be viewed on GRAMMER AG’s website.

As well as Executive Board reporting on the current state of the
Company - including on current focus topics regarding market
entry inIndia, the AMERICAS region, and the discussion of ongo-
ing M&A projects - the agenda of the second ordinary Supervi-
sory Board meeting on June 22, 2021, which was attended by all
Supervisory Board members, included the approval of the sup-
plementary budget for investment in 2021 and the preliminary
discussion of the potential reappointment of Executive Board
members Ms. Jurate Keblyte and Mr. Thorsten Seehars. The
Supervisory Board also received up-to-date information on the
ordinary Annual General Meeting taking place on the following
day.

The maintopics discussed at thethird ordinary Supervisory Board
meeting on September 23, 2021, which was attended by eleven
members of the Supervisory Board, were the Supervisory Board’s
approval of a capital increase at the Group company in Belgium,
ongoing M&A projects and the Supervisory Board’s self-assess-
ment in 2021. The Supervisory Board resolved to carry out the
self-assessment on the basis of an anline questionnaire. As well
as Executive Board reporting on the current state of the Com-
pany and current focus topics, including optimization of the man-
ufacturing footprint and updates on digitalization, the strategy
and collaboration projects with the principal shareholder Ningbo
Jifeng, the Executive Board alsoinformed the Supervisory Board
about personnel development, succession planning at GRAMMER
and current questions relating to IT security.

The fourth ordinary Supervisory Board meeting, which was
attended by eleven Supervisory Board members, was held as an
executive session without the Executive Board on November 16,
2021. Presentations were given onrelevant, current topics to aid
the further training of the Supervisory Board, in some cases by
external speakers. The Supervisory Board was informed about
the German Supply Chain Due Diligence Act and the obligations
this entails for the GRAMMER Group. Other presentations focused
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on issues relating to the obligations and liability of the Supervi-
sory Board, including an overview of D&0 insurance, and the
German Act to Strengthen Financial Market Integrity (FISG) and
its impact on GRAMMER AG. The Supervisory Board also looked
closely at the results of the 2021 self-assessment and estab-
lished appropriate measures. Overall, the work of the Supervisory
Board andits committees was considered to be efficient and was
essentially rated favorably.

At the fifth ordinary Supervisory Board meeting on December 9,
2021, the Supervisory Board was informed about the current
state of the Company, primarily inthe AMERICAS region, and about
the risk management, internal control and compliance system
and measures by Internal Auditing. In addition, the Supervisory
Board discussed the recommendations of the German Corporate
Governance Code and resolved an updated declaration of con-
formity for 2021.

Thebudget for2022 andthe medium-termbudget for 2023-2026
were approved by the Supervisory Board at an extraordinary
meeting on January 18, 2022, which was attended by eleven
members.
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Circulatory resolutions of the Supervisory Board
In 2021, the Supervisory Board of GRAMMER AG passed two
circulatory resolutions in writing.

Ms. Jurate Keblyte and Mr. Thorsten Seehars were reappointed
as members of the Executive Board ahead of schedule on
August 6, 2021. Ms. Keblyte was appointed as a member of the
Executive Board until June 30, 2027 and Mr. Seehars was
appointed as a member of the Executive Board, Chairman of the
Executive Board and Human Resources Officer until August 31,
2026. Both circulatory resolutions were discussed in advance
at the Supervisory Board meeting on June 22, 2021 and at the
Personnel Committee meeting on July 26, 2021.

Attendance at the meetings of the Supervisory Board

A member-by-member breakdown of participation in the meet-
ings of the Supervisory Board and its committees can be found
in the corporate governance report and the corporate gover-
nance statement. Apologies were duly received from members
unable to attend the meetings of the Supervisory Board or its
committees, who generally cast their votes in writing. Reflecting
the special circumstances arising from the COVID-19 pandemic,
most meetings were held in virtual or hybrid form.

Supervisory Board committees

To facilitate the efficient discharge of its duties, the Supervisory
Board established the following five committeesinthe year under
review, which had the following composition as of December 31,

2021

Composition of the committees

Strategy Committee

Martin Heif} Member
Dr. Peter Merten Member
Horst Ott (deputy Ch SB) Member
Alfred Weber (Ch SB) Chairman
Nominating Committee

Dr. Peter Merten Member
Gabriele Sons Member
Alfred Weber (Ch SB) Member

Personnel and Mediation Committee

Martin Heif} Member
Horst Ott (deputy Ch SB) Member
Gabriele Sons Member
Alfred Weber (Ch SB) Chairman
Audit Committee

Andrea Elsner Member
Dr. Peter Merten Chairman
Antje Wagner Member
Alfred Weber (Ch SB) Member
Executive Committee

Horst Ott (deputy Ch SB) Member
Alfred Weber (Ch SB) Member
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The Supervisory Board of GRAMMER AG has formed an Audit
Committee, a Strategy Committee, a Personnel and Mediation
Committee, a Nomination Committee and an Executive Commit-
tee. Details of the deliberations at the meetings of the commit-
tees were reported at the following meeting of the Supervisory
Board.

The Audit Committee met five times in the reporting year (four
ordinary and one extraordinary meetings) prepares the resolu-
tions of the Supervisory Board on accounting matters and mon-
itors the accounts, the accounting system, the efficacy of the
internal control system, the risk management system and the
internal auditing system as well as compliance. It submits to the
Supervisory Board areasoned recommendation for the selection
of the statutory auditor, which must include at least two candi-
dates in cases in which proposals are requested for the audit
engagement. ltmonitors the independence of the statutory audi-
tor and also deals with additional services provided by the stat-
utory auditor, the grant of the audit engagement to the statutory
auditor, the determination of the key auditissues and the agree-
ment of the fees. As well as discussing the annual financial
statements of GRAMMER AG and the Group and interim financial
statements, focal areas in 2021 included monitoring and review-
ing the effectiveness of risk and compliance management, inter-
nal auditing and the internal control system, as well as approving
non-audit services. The Audit Committee alsoinformed the Super-
visory Board of its recommendation for auditor. At its extra-
ordinary meeting, it discussed in detail the budget for 2022 and
the multi-year planning for 2023 -2026 presented by the Exec-
utive Board and submitted a recommended resolution for the
Supervisory Board.

The Strategy Committee advises the Executive Board on the
development and implementation of the corporate strategy. It
monitors the progress being made, prepares the consultations
andresolutions of the Supervisory Board in connection with strat-
egy-related matters and submits recommendations to it. The
committee mettwice in 2021. Key topics were advising the Exec-
utive Board on the further development of the corporate strat-
egy, advising onlocation decisions and discussing ongoing M&A
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projects, as well as preparing the corresponding Supervisory
Board decisions.

In addition to its duties under the German Codetermination Act,
the Personnel and Mediation Committee performs tasks relating
to Executive Board matters. It prepares personnel decisions to
be made by the Supervisory Board as a whole. This committee
met seventimesinthe year under review (five extraordinary and
two ordinary meetings). It focused on the redesign of the remu-
neration system for the GRAMMER AG Executive Board, the reap-
pointment of members of the Executive Board and the prepara-
tion of Supervisory Board decisions regarding target setting and
target attainment for the Executive Board.

The Nomination Committee is responsible for proposing suitable
nominees for the Supervisory Board to the Annual General
Meeting, takinginto account the current competence profile. The
Nomination Committee did not meet in the year under review.

The Executive Committee supports the Chairman of the Super-
visory Board in the performance of his duties, particularly the
preparation of the meetings and the coordination of the Super-
visory Board’s activities as well as the preparation of the reso-
lutions to be passed by the Supervisory Board. The Executive
Committee met five times in the year under review.

Annual and consolidated financial statements

The Annual General Meeting held on June 23, 2021, appointed
Ernst & Young GmbH Wirtschaftsprufungsgesellschaft, Stutt-
gart, Germany, as statutory auditor of the annual financial state-
ments and the consolidated financial statements for the report-
ing year. At its meeting of August 3, 2021, the Audit Committee
engaged the auditor for the 2021 annual financial statements
and the consolidated financial statements. The auditor submit-
ted the Statement of Auditor’s Independence as required by the
German Corporate Governance Code and disclosed the auditing
and consulting fees charged during the financial year. Ernst &
Young GmbH Wirtschaftsprufungsgesellschaft audited
GRAMMER AG’s annual financial statements prepared in accor-
dance with the German Commercial Code (HGB) and the consol-
idated financial statements of GRAMMER Group prepared in

accordance with IFRS as well as the management report for
GRAMMER AG and the GRAMMER Group. The auditor issued an
unqualified opinion for the annual financial statements and the
consolidated financial statements for the period ending Decem-
ber 31, 2021. Ernst & Young GmbH Wirtschaftspriufungs-
gesellschaft determined that the management report of
GRAMMER AG and the GRAMMER Group provides a true and fair
view of the Company and of the Group, as well as the opportuni-
ties and risks with regard to future development.

The auditor was satisfied in accordance with section 317 (4) HGB
that the Executive Board had instituted a suitable monitoring
systemthat meets the statutory requirements for anearly warn-
ing system to identify risks threatening the Company’s going-
concern status and that the Executive Board had implemented
appropriate measures for early detection of developments and
for averting risks.

Thereports and financial statement documents were submitted
tothe members of the Supervisory Board by the auditor in atimely
manner and examined thoroughly. Ernst & Young GmbH
Wirtschaftsprofungsgesellschaft reported onthe primary results
of the audit during the meeting of the Audit Committee held on
March 29,2022 dealing with the annual and consolidated finan-
cial statements and at the meeting of the Supervisory Board held
on the same day reviewing the financial statements.

After thorough examination of the annual financial statements
and the consolidated financial statements for 2021, as well as
the management report of GRAMMER AG and the GRAMMER Group,
the Supervisory Board raised no objections in this regard. The
Supervisory Board thus endorsed the audit results established
by Ernst & Young GmbH Wirtschaftsprufungsgesellschaft and
approved the annual financial statements for GRAMMER AG and
the Group for 2021. GRAMMER AG’s annual financial statements
were therefore duly approved. In view of the net loss for the year
sustained by GRAMMER AG in the year under review, no dividend
willbe proposed. The netloss as of December 31,2021 will be car-
ried forward.
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Dependent company report

The report prepared by the Executive Board on the Company’s
relationships with affiliated companies (dependent company
report) for the period from January 1to December 31, 2021, was
audited by the independent auditors, Ernst & Young GmbH
Wirtschaftsprufungsgesellschaft, who issued an unqualified
audit opinion:

“Based on our audit and opinion as required by law, we confirm
that

1. the factual statements made in the report are correct,

2. the consideration paid by the Company for the trans-
actions listed in the report was not unreasonably high
or disadvantages were compensated.”

The dependent company report and the auditor’s report were
submitted to all members of the Supervisory Board in good time
and discussed in detail at the meeting of the Audit Committee on
March 29,2022 and at the meeting of the Supervisory Board on
the same day. The independent auditor was available at both
meetings to answer questions and provide information on the
dependent company report and the main findings of his audit.

Following its own detailed review and discussion of the depen-
dentcompany report, the Supervisory Board approved the results
of the audit and determined that it had no objections to the
declaration of the Executive Board appended to the dependent
company report.
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Remuneration report

Thereportprepared by the Executive Board and the Supervisory
Board on Executive Board and Supervisory Board remuneration
for 2021 (remuneration report) was audited by Ernst & Young
GmbH Wirtschaftsprufungsgesellschaft, which issued an un-
qualified audit opinion.

On behalf of the Supervisory Board, | would like to thank all
GRAMMER employees for their dedicated efforts over the past
year. Thanks are equally due to the members of the Executive
Board, who have guided the Company through a very difficult
market environment. | would also like to thank our employee
representatives and the works councils, who have always pro-
vided constructive support for GRAMMER’s development. Finally,
the Supervisory Board would also like to convey its gratitude to
the shareholders, particularly the Wang family as the main share-
holder, who placed their trustin GRAMMER AG’s Executive Board
and Supervisory Board last year.

Last but not least, | would like to thank my colleagues on the
Supervisory Board, the Executive Board and the entire GRAMMER
team personally and on behalf of my colleague Dr. Peter Merten
for their excellent cooperation over the past years. For personal
reasons, Dr.Merten and | will resign our Supervisory Board man-
dates at the end of the Annual General Meeting on May 18, 2022.
| wish the Company and the entire team all the best and much
success in the future.

Ursensollen, March 2022
On behalf of the Supervisory Board

Alfred Weber
Chairman
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